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or
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1934
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Cambridge, MA 02139
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Securities registered pursuant to Section 12(b) tfie Act:

Title of each clas Name of each exchange on which register
Common Stock, $0.01 par valus NASDAQ Global Market

Securities registered pursuant to Section 12(g) tfie Act: None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 40508 #turities Act.  Yed No
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ort®acl5(d) of the Act. Yes[O No

Indicate by check mark whether the registrant € filed all reports required to be filed by Serti® or 15(d) of the Securities Exchange Act o
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filing requirements for the past 90 days. YE8 No O

Indicate by check mark whether the registrant i@sstted electronically and posted on its corporedbsite, if any, every Interactive Data File
required to be submitted and posted pursuant te Bab of Regulation S-T (§232.405 of this chapdeirjng the preceding 12 months (or for such
shorter period that the registrant was requiresbtumit and post such files). YeXl No O

Indicate by check mark if disclosure of delinquiglets pursuant to Item 405 of RegulatiorkSs not contained herein, and will not be contdi
to the best of registrant’s knowledge, in defirétproxy or information statements incorporateddfgnence in Part Ill of this Form 10-K or any
amendment to this Form 10-KIXI

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, maccelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportingpmpany” in Rule 12b-2 of the Exchange Act.

Large accelerated file [ Accelerated filel
Non-accelerated file O (Do not check if a smaller reporting compa Smaller reporting compar O
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Bxgje Act). Yes[O No

Aggregate market value of the voting and non-votiammon equity held by non-affiliates of the regiat, based on the last sale price for such
stock on June 28, 2013: $604,930,711.

As of February 28, 2014, there were 103,038,416eshaf Common Stock, $0.01 par value per sharstanding.
DOCUMENTS INCORPORATED BY REFERENCE

The registrant intends to file a definitive proxtgtement pursuant to Regulation 14A in connectidh ks 2014 Annual Meeting of
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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forwardiimg statements that involve substantial risks amckrtainties. All statements,
other than statements of historical facts, conthinghis Annual Report on Form 10-K, includingtetaents regarding our strategy, future
operations, future financial position, future rewes, projected costs, prospects, plans and obgsotimanagement, are
forward-looking statements. The words “anticipatbglieve,” “estimate,” “expect,” “intend,” “may,"plan,” “predict,” “project,” “target,”
“potential,” “will,” “would,” “could,” “should,” “c ontinue” and similar expressions are intended ¢atidy forward-lookingstatements, althou
not all forward-looking statements contain thesnidying words.

” o LI ” o« ” o« ” .

The forward-looking statements in this Annual Répor Form 10-K include, among other things, stateimiabout:
. our plans to develop and commercialize our mosaaded product candidates and companion diagno
. our ongoing and planned discovery programs, predlirstudies and clinical trial:

. the timing of the completion of our clinical trigdsid the availability of results from such trie

. our collaborations with PharmaEngine, Inc. relate¥M-398 and with Sanofi related to M-121;

. our ability to establish and maintain additionalaoorations;

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

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

. our intellectual property positiol

. our commercialization, marketing and manufactudagabilities and strateg

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

. the potential use of our Network Biology approatfiélds other than oncology; ai

. our estimates regarding expenses, future revenapial requirements and needs for additional fiirem

We may not actually achieve the plans, intentiansxpectations disclosed in our forward-lookingestaents, and you should not place
undue reliance on our forward-looking statementguél results or events could differ materiallyrfréhe plans, intentions and expectations
disclosed in the forward-looking statements we m#ke have included important factors in the cawtigrstatements included in this Annual
Report on Form 10-K, particularly in Part I, IterA.JRisk Factors, that could cause actual resulesvents to differ materially from the forward-
looking statements that we make. Our forward-logldtatements do not reflect the potential impaergf future acquisitions, mergers,
dispositions, joint ventures or investments thatmay make.

You should read this Annual Report on Form 10-K #iredldocuments that we have filed as exhibits iAnnual Report on Form 10-K
completely and with the understanding that ouradtuture results may be materially different frerhat we expect. We do not assume any
obligation to update any forward-looking statemewtsether as a result of new information, futurerds or otherwise, except as required by
law.
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PART |

Iltem 1. Business
Overview

We are a biopharmaceutical company discoveringgldging and preparing to commercialize innovativedinines consisting of novel
therapeutics paired with companion diagnosticgHertreatment of cancer. We were founded by a t&asuientists from The Massachusetts
Institute of Technology and Harvard University wdmught to develop a systems biology-based approasiomedical research. The core of
our approach to systems biology is to apply mudtigilinary and multitechnology capabilities to lolfiinctional and predictive computational
models of biological systems, such as cell siggatietworks, that allow us to engineer treatmerdasdhe directed at the mechanisms of dis
Our mission is to employ these insights to proyidéents, physicians and the healthcare systemthétimedicines, tools and information to
deliver integrated healthcare solutions that imprbeth the quality of outcomes and the efficientgave.

We currently have six targeted therapeutic oncolmayydidates in clinical development. In our mostaated program, we are conduct
a Phase 3 clinical trial. Additionally, we have tiple product candidates in preclinical developmemd a discovery effort advancing additic
candidate medicines. We have tailored each ofimunest advanced product candidates to target Bpeisease mechanisms that our researc
suggests are common across many solid tumor typeselieve that these product candidates havedtentfial to address major unmet
medical needs.

We are also developirig vitro andin vivo companion diagnostics for use with each of our towyptherapeutic product candidates. Our
in vitro companion diagnostic agents employ biophysicali@ctiemical markers of cancer, or biomarkers, whiehhave identified using our
systems biology approach. Quarvivo companion diagnostics take the form of imaging &g#érat may help identify patients likely to bemefi
from our therapeutic products by measuring depwsitif our products in the tumor. We believe thahpanion diagnostics will allow us to
improve the efficiency and productivity of our étial development and enhance the potential effieancypharmacoeconomic benefit of our
therapeutics.

We have also recently entered into an agreemarttlie our manufacturing expertise to develop, ofanture and exclusively supply
bulk drug to a third party, who will in turn procethe drug into finished product and commercializgobally.

Our Most Advanced Product Candidates

The table and descriptions below summarize keyrin&tion about our six most advanced therapeutidymbcandidates, MM-398, MM-
121, MM-111, MM-302, MM-151 and MM-141. All of thegproduct candidates are designed for intravendumsnastration. None of our
product candidates are approved for any indicdtipthe U.S. Food and Drug Administration, or FDAaay other regulatory agency.
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Each of the product candidates described belovtdasgeted therapy, designed to efficiently act@eced cancer cells. These targeted
therapies are either monoclonal antibodies or mionat antibody-derived molecules that are designdalock oncogenic signaling pathways,
such as MM-121, MM-111, MM-151 and MM-141, or namertapeutics, such as MM-398 and MM-302, that asigded to preferentially
deliver cytotoxic therapies to the tumor tissue.

Program Indication Stage of Developmen Commercial Rights
MM -398 Monotherapy and MNMB98 plus fluorouracil, ¢ Phase 3 ongoing Merrimack
(nanotherapeutic encapsulation of 5-FU, and leucovorin in pancreatic can (enrollment closed worldwide, except
irinotecan) MM-398 plus 5-FU, leucovorin and Phase 2 ongoing Taiwan

bevacizumab in colorectal cance (enrollment closed

Monotherapy in pancreatic canc Phase 2 comple’

Monotherapy in gastric canc Phase 2 comple’

Monotherapy in glioma* Phase 1 ongoing

(enrolling)

MM-398 plus cyclophosphamide in pediatric Phase 1 ongoing

solid tumors* (enrolling)

Translational study in solid tumors Phase 1 ongoing

(enrollment closed

Monotherapy in colorectal canc Phase 1 comple
MM -121 MM-121 plus paclitaxel in platinum Phase 2 ongoing Sanofi worldwide;
(ErbB3 targeted monoclonal antibody) resistant/refractory ovarian cant (enrollment closed Merrimack holds

MM-121 plus exemestane in hormone receptBhase 2 ongoing option to co-promote

positive breast canc (enrollment closed in United States

MM-121 plus erlotinib in non-small cell lung Phase 2 ongoing

cancel (enrollment closed

Neoadjuvant MN-121 plus paclitaxel in ErbB2Phase 2 ongoing

(HER?2) negative breast canc (enrollment closed

MM-121 plus paclitaxel in ErbB2 (HER2) Phase 1 ongoing

negative breast, ovarian and other (enrollment closed)

gynecological cancel
MM-121 plus cetuximab and irinotecan in s: Phase 1 ongoing

tumors (enrollment closed
MM-121 plus multiple anti-cancer therapies ifPhase 1 ongoing
solid tumors (enrollment closed
Monotherapy in solid tumol Phase 1 comple
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Program Indication Stage of Developmen Commercial Rights
MM -111 MM-111 plus paclitaxel and trastuzumab in Phase 2 ongoing Merrimack worldwide
(ErbB3 and ErbB2 (HER?2) targeted gastric cancer (enrolling)
bispecific antibody) MM-111 plus multiple anti-cancer therapies ifPhase 1 ongoing
ErbB2 (HER?2) positive solid tumo (enrollment closed

MM-111 plus trastuzumab in ErbB2 (HER2) Phase 1 complete
positive breast canc

Monotherapy in ErbB2 (HER?2) positive solid Phase 1 complete

tumors
MM -302 Monotherapy and MM-302 plus trastuzumab Phase 1 ongoing Merrimack worldwide
(ErbB2 (HER?2) targeted antibody drug with or without cyclophosphamide in ErbB2 (enrolling)
conjugated liposomal doxorubici (HER?2) positive breast canc
MM -151 Monotherapy and MM-151 plus irinotecan in Phase 1 ongoing Merrimack worldwide
(EGFR (ErbB1) targeted oligoclonal  solid tumors (enrolling)
antibody)
MM -141 Monotherapy and MM-141 plus everolimus, Phase 1 ongoing Merrimack worldwide
(IGF-1R and ErbB3 targeted tetravalentand MM-141 plus nab-paclitaxel and (enrolling)
antibody) gemcitabine in various cance

* Investigato-sponsore(

MM-398
MM-398 overview

Our most advanced product candidate is MM-398. M38- a novel, stable nanotherapeutic encapsulaiioenclosed sphere carrying
an active drug, of the marketed chemotherapy dingtecan. MM-398 is designed to stably retain pratect irinotecan while in circulation in
the body and enable efficient accumulation of theydn solid tumors. Our Phase 3 clinical trialM#1-398 is focused on pancreatic cancer,
although we believe that MNA98 may have potential uses in a number of otHet somor indications, including colorectal cancleing cancel
breast cancer, glioma and pediatric solid tumors.

In July 2011, the FDA granted MM-398 orphan drugigeation for the treatment of pancreatic canceGdptember 2011, the European
Medicines Agency, or EMA, granted MM-398 orphan mathl product designation for the treatment of gaatic cancer. We are working to
develop an imaging agent that can be used as aasvampdiagnostic to identify the patient populatiifely to respond to treatment with MM-
398. We are also conducting a translational stuedygihed to identify predictive biomarkers assodatéh MM-398 for the purpose of
estimating drug delivery to the tumor and pati@sponse.

We are conducting a Phase 3 clinical trial of MMB38 patients with metastatic pancreatic cancersghmancer has progressed on
treatment with the chemotherapy drug gemcitabinigl-888 previously achieved its primary efficacy enhs in two Phase 2 clinical trials,
one in pancreatic cancer patients and one in gagricer patients. There are also several otherigdhase 1 and Phase 2 clinical trials of
MM-398.

The encapsulated ingredient of MM-398, irinotedarg well-known and widely used chemotherapy. béaan is a pro-drug of the active
agent SN-38. SN-38 potently arrests cell growtlintybiting topoisomerase 1, an enzyme involvedet eplication. Typically, free irinotecan
is metabolized in the liver into SN-38, and frorerida SN-38 circulates throughout the body and iglhapleared. Dosing with free irinotecan,
as with other chemotherapies, is limited by sigaifit adverse effects and rapid clearance thatyim limit efficacy. In addition, as with other
chemotherapies, the efficacy of irinotecan is lediby tumor resistance mechanisms.

4
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We believe that the nanotherapeutic encapsulafimimotecan may offer a number of favorable atitds when compared to free
irinotecan.

. The encapsulation technology may prevent teenpture metabolism of the active drug and therelgrpially reduce systemic
exposure and increase the amount of active druidpbl@to be delivered at the tumor si

. The specific size and stability characteristE#M-398 are designed to enable the preferenggplosition of the drug within tumors
relative to normal tissue. Specifically, as a narcdpeutic, MM-398 may be able to utilize the emealpermeability and retention,
or EPR, effect to selectively enter, and subsedweacstumulate in, tumors with leaky vasculatt

. MM-398 is designed for the irinotecan inside tholecule to be converted into SN-38 locally byduresident macrophages, ratl
than being converted in the liver, as occurs wigle firinotecan. We believe that MM-398 utilizes turmacrophages to both break
down the nanotherapeutic and convert the irinotéwanSN-38 in the local tumor environment, which may regulh sustained po
of SN-38 in the tumor. Overall, the design of MM838 intended to increase the local concentratfaactve drug so as to improve
its ant-tumor effects

Prior to May 2011, our collaborator, PharmaEngine,, or PharmaEngine, led the clinical developnwi¥M-398 under the designati
PEPO2. In May 2011, we entered into an agreemehtRfiarmaEngine through which we now hold the dgrekent and commercialization
rights to MM-398 worldwide, other than in Taiwans A result, we expect that we or third-party ingagbr sponsors will conduct all future
clinical trials of MM-398.

The most advanced MM-398 clinical trial that we eoaducting is our Phase 3 clinical trial for mé&titis pancreatic cancer, which is
described below. Also described below is the PRadmical trial that preceded this Phase 3 clihidal. We are also collaborating with seve
investigators to conduct additional trials of MM&9ncluding an investigator-sponsored Phase Zcélittrial in colorectal cancer, an
investigator-sponsored Phase 1 clinical trial ingh and an investigator-initiated Phase 1 clintigal in pediatric solid tumors, which is being
conducted under our investigational new drug appba, or IND.

MM -398 Phase 3 clinical trial for metastatic pancréatancer

We are conducting a randomized, open label, cdatt®hase 3 clinical trial of MM-398 in patientsthivmetastatic pancreatic cancer
whose cancer has progressed on treatment with tgyire. The trial is designed to compare the efficaf MM-398, alone or in combination
with 5-FU and leucovorin, against a common cordrah of the combination of BY and leucovorin, which is one of the drug combares tha
clinicians use to treat patients with metastaticgpeatic cancer whose cancer progresses aftemeaatvith gemcitabine. We completed
enrollment of this trial in August 2013, enrollidd 7 patients at 105 sites in North America, Soutiefica, Europe and Asia. The primary
efficacy endpoint of this trial is a statisticalignificant difference in overall survival betweliM-398 or the combination of MM-398 with 5-
FU and leucovorin against the combination of 5-Fid Bucovorin. Overall survival, or OS, is a measoifrthe time to death from treatment
randomization. The secondary endpoints of this ari@ objective response rate and progressiorsfiegval. Objective response rate, or ORR,
is the sum of the complete response rate, whiclsarea the disappearance of all target and nonttang®rs, plus the partial response rate,
which measures the overall tumor regression baseddecrease of a least 30% of the sum of measumsal diameters with no new tumors.
Progression free survival, or PFS, is the time fthminitiation of treatment to tumor progressi@séd on an increase of at least 20% in the
sum of measured tumor diameters with no new tunMiesexpect to announce top line results from ttiéd in the second quarter of 2014.

MM -398 Phase 2 clinical trial for metastatic pancréatancer

MM- 398 was evaluated in an open label, single armeéPhatinical trial in 40 patients with metastatangreatic cancer whose cancer
progressed on treatment with gemcitabine. Thewr&sd conducted by PharmaEngine at three sitesintwaiwan and one at the University of
California, San Francisco.
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The primary efficacy endpoint of this trial was theee month survival rate. The hypothesis was #izgent further therapies, 40% of the
patients would survive three months. Success ittt was defined as achieving a three monthigakvate of 65%. The trial was successful,
as 75% of patients survived three months or lorbiee. secondary efficacy endpoints in this trialev®RR, PFS and OS. The ORR was 7.5%
with three patients achieving an objective resppasd an additional 17 patients (42.5%) demonsgattable disease for a minimum of two
treatment cycles. Stable disease, or SD, meartsengitsufficient decrease nor increase in tumer teizjualify as either partial response or as
progressive disease and no new tumors. Partiabnesp or PR, means an overall tumor regressiordlasa decrease of at least 30% in the
sum of measured tumor diameters with no new tunaod progressive disease, or PD, means a grovahledst 20% in the sum of measured
tumor diameters or spread of the tumor since tiggnbéng of treatment. The median PFS was 2.4 moatid median OS was 5.2 months. The
most common severe adverse events included nenieg@ddominal pain, asthenia, and diarrhea.

MM -398 companion diagnostic development

We believe that deposition of nanotherapeutics siscM-398 in the tumor may be important to efficacy. We exploring developme!
of in vivocompanion diagnostics that take the form of imagiggnts that may help identify patients likely embfit from nanotherapeutics by
enabling the measurement of deposition in patiembts and excluding those patients with low depmsivhose tumors are therefore unlikely
to respond to treatment with a nanotherapeutica¥gecurrently evaluating nanotherapeutic formuftatiof various agents imaged by PET/CT
scan and other modalities to assess the poteatiatéasuring deposition. We are conducting a Phassnslational study at one site in the
United States designed to test the feasibilityrolMiRI-based approach to assess large-particleatgland tumor macrophage uptake using a
marketed iron supplement as an imaging agent aittbtify predictive biomarkers associated with M98 in various cancers. As part of our
preclinical and clinical translational research,ave also investigating functionial vitro biomarkers that may be predictive of efficacy iropp
vascularized tumors, such as pancreatic cancer.

MM-121
MM-121 overview

MM-121 is a fully human monoclonal antibody thaigts the ErbB3 cell surface receptor. An antibisdy type of protein normally
produced by cells of the immune system that bindagt one epitope, or chemical structure, on aegmar other molecule. MM-121 was
designed to inhibit cancer growth directly, restareimor’s sensitivity to drugs to which it has e resistant, and delay the development of
resistance by a tumor to other agents.

We have established a worldwide collaboration \@i#mofi for the development and commercializatioMd-121. In collaboration with
Sanofi, we are conducting a research and developpnegram to evaluate MM-121 in multiple Phase d Bhase 2 clinical trials in
combination with both chemotherapies and otheretadjagents across a wide spectrum of solid tueiitend populations, including patients
with ovarian, breast and lung cancers. The goallofMM-121 clinical program is to explore the effay and safety of MM:21 in combinatiol
with other targeted ErbB agents such as erlototiemotherapies such as paclitaxel, and anti-horhameats such as exemestane. We have
sought to assess whether efficacy is improved bgsuméng the ability of various MM-121 combinatidesenhance anti-tumor activity or to
delay resistance or restore sensitivity to the rotierapies.

Research suggests that ErbB3 signaling is ofteéicalrio the growth and survival of tumors, andtttie use of ErbB3 signaling as a
resistance mechanism by cancer cells to a varfatgrcer therapies often occurs across patientlptipns and tumor types. Therefore, we
believe that MM-121 may be effective when giverambination with chemotherapies and other targetethpies, and potentially offers the
following advantages compared to existing therapies

. the ability to synergistically or additivelyhibit tumor growth, based on our preclinical resbanvolving a broad range of
combination therapie:
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. the ability to delay the development of resis&to other agents, based on research by us e atemonstrating that ErbB3
signaling is upregulated in response to treatmétht @ther therapies; ar

. the ability to restore sensitivity to drugssed on our preclinical research involving seveedlltypes and xenograft models that are
resistant to targeted therapies or chemothera

Based on the central role of ErbB3 in cancer graavith survival, we believe that MM-121 may be agglie to a broad range of tumors,
including lung, prostate, breast, ovarian, colod pancreatic cancers. Our preliminary study of sgvaindred tumor samples suggests that
MM-121 may be able to target ErbB3 signaling tisatelevant in approximately 30% or more of canadiemts with these types of tumors, and
top line data from our Phase 2 clinical trials redst and ovarian cancers appear to support thisthgsis.

MM-121 Phase 2 clinical trials
We announced top line results in 2013 from sewaralir Phase 2 clinical trials as described below.

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

In October 2013, we announced top line resultsuofrandomized, open label Phase 2 clinical tridViM-121 in combination with
paclitaxel in patients with advanced ovarian camdeo are resistant or refractory to treatment \widtinum-based chemotherapies, which are
frequently used to treat ovarian cancer. Two huthtinenty three patients were enrolled in this tanultiple sites in North America and
Europe. Patients were randomized (2:1) to receife M1 plus paclitaxel or paclitaxel alone. The mimobjective was to compare PFS
between the groups. Pretreatment biopsies obt&iagdall patients were analyzed to assess a prefsabset of biomarkers mechanistically
linked to ErbB3 signaling. The hazard ratio, or H&t,PFS in the overall study population was 1.8%08CI 0.74 — 1.4], which did not meet the
primary endpoint for PFS. The HR for PFS is a meament of the chance of disease progression far¢lagment arm relative to the control
arm, with an HR of less than one indicating thpatent will likely progress less quickly on thedatment arm than on the control arm, and an
HR of more than one indicating the opposite. Beeausial represents a sample of a much largerlptipn, the reported HR from a trial is an
estimate of the true HR. The confidence intervalCh given after the HR reflects the amount oftaiaty in the estimate of the HR. An HR
value that is not contained within a 95% confideimterval is unlikely to be the true HR. A sub-ptation of patients was identified using two
of the prespecified set of biomarkers. Those biomarker pasipiatients (34%: 57/169 patients with biomarkewslable) had an HR for PFS
0.37 [95% CI 0.2 — 0.8]. The HR for PFS in the bioker negative population was 1.54 [95% CI 1.04}. Z he overall safety profile was
consistent with expected adverse events, withxbeption of an increase in the pulmonary emboliata (5.0% on the treatment arm vs. 1.2%
on the control arm). However, the overall rate @fi@us thromboembolic events was comparable (5.7%.%%). An overall increase in all
grades (Grades 1, 2, 3 and 4) of gastrointestinédities, including diarrhea (73.6% vs. 42.5%)miting (31.4% vs. 18.8%) and other mucosa
toxicities such as rhinitis (7.1% vs. 1.3%), epi&d23.6% vs. 17.5%), stomatitis (22.1% vs. 10.@¥J mucosal inflammation (22.1% vs.
1.3%), were observed in the combination as comparedclitaxel alone, the majority of which werddrto moderate in severity.

Phase 2 clinical trial of MN121 in combination with exemestane for hormoneptar positive breast cancer

We announced top line results in November 2013 foomrandomized, double blind, placebo-controlléadge 2 clinical trial that studied
whether the combination of MM-121 and exemestane mware effective in prolonging PFS than exemesitalidR/PR+ metastatic breast
cancer patients who have previously failed antieggn therapy. Exemestane is a widely used aromathibitor for the treatment of breast
cancer. Aromatase is an enzyme implicated in biester since it is involved in the synthesis dfcggen. 118 postmenopausal women with
metastatic hormone receptor positive breast cambertested negative for overexpression of ErbB2REIEand whose cancer progressed on
treatment with another aromatase inhibitor or otmdi-estrogen therapy were enrolled at multiplessin North America and Europe. The HR
for PFS in the overall study population was 0.79%2% CI 0.496 — 1.201], which did not meet the priymendpoint of the study (HR < 0.5).
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Analysis of a pre-specified set of biomarkers megtaally linked to ErbB3 signaling and consisterith the pre-specified set of biomarkers
analyzed in the Phase 2 clinical trial of MM-121owarian cancer revealed a subpopulation of patigd% of the 55 biomarker-evaluable
patients) in which the observed HR for PFS was (88% CI 0.10 — 1.0]. The HR for PFS in the bionarkegative population was 0.89 [95%
C10.44 — 1.79]. Overall, similar frequencies wegported for adverse events of any grade (Grad2s3land 4) between the treatment and
control arms, with no unexpected toxicities experel and no increase in serious adverse eventd¢@Grar worse events 25.0% on the
treatment arm vs. 25.4% on the control arm). Ireeddrequencies for individual adverse eventslajraldes (Grades 1, 2, 3 and 4) on the
treatment arm were reported for diarrhea (50.0928s7%), mucosal inflammation (16.1% vs. 3.4%) dadreased appetite (16.1% vs. 8.5%).
Most adverse events were mild-to-moderate in sgvérhere were no pulmonary embolisms or other uartbromboembolic events reported
in either arm.

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

We have concluded a Phase 1/2 clinical trial of NIRE in patients with metastatic non-small cell lwagcer. The Phase 1 portion of the
trial was an open label, dose escalation studyhichvsuccessive groups of patients were enrolled. urpose of the Phase 1 portion of the
trial was to assess the safety of MM-121 in comtimawith erlotinib and determine the optimal desel dosing schedule of this combination
for the Phase 2 portion of the trial. Erlotinibaisnarketed small molecule directed at the epidegmadith factor receptor, or EGFR. EGFR is
also known as ErbB1. 32 patients were enrolletiénRhase 1 portion of the trial. Clinical activiyserved in this trial included one patient
with a PR and 14 patients with SD. The most cominaitities observed of any grade (Grades 1, 2,B88rwere diarrhea (82%), rash
(64%) and fatigue (64%). Consistent with the desifythis Phase 1 clinical trial to principally tdet safety and dosage tolerance, this trial wa
not designed to test for statistical significantami-tumor activity.

The Phase 2 portion of the trial tested three stpdnypotheses in three different populations ofsmall cell lung cancer patients, at
multiple sites in North America, Europe and AsiAeTPhase 2 portion of the trial was an open lahelswhich enrolled 229 patients across
three different patient populations. The primarfjcaty endpoint of the Phase 2 portion of the tniak PFS. Three populations of non-small
cell lung cancer patients were enrolled:

. Group A: patients whose tumors did not hav&&fR (ErbB1) activating mutation, whose cancer iieadirred or progressed
following at least one chemotherapy-containing megri and who had not received prior EGFR (ErbBJjeted therapy were
randomized (2:1) to receive either \-121 in combination with erlotinib or erlotinib aley

. Group B: patients whose tumors had an EGFREE)lactivating mutation and who had not receivadrdGFR (ErbB1) targeted
therapy were randomized (2:1) to receive either-121 in combination with erlotinib or erlotinib alenand

. Group C: patients whose tumors had respondad ©GFR (ErbB1) targeted therapy and subsequacatjyired resistance received
MM-121 in combination with erlotinib. All patients mged MM-121 in this group

In 2013, we disclosed that Group C failed to meseprimary endpoint, the second cohort (Group A)ribt pass an interim analysis and
did not meet its primary endpoint, and the thirda (Group B) did not pass its interim analysis. fNrther patients were enrolled in the Gr
B cohort. Translational analysis of biopsies isaing.

Phase 2 neoadjuvant clinical trial of M-121 in combination with paclitaxel for ErbB2 (HER®gative breast cancer

We are currently conducting a randomized, openl lRhase 2 neoadjuvant clinical trial of MM-121 ionebination with paclitaxel, an
established chemotherapy, in patients with ErbB2RE) negative breast cancer. The primary efficampeint of this trial is pathologic
complete response, or pCR, rate at time of
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surgery. pCR measures the absence of invasive camioeeast and lymph node tissue following neoealju therapy. We have completed
enrollment in this trial, enrolling 200 patientsgarallel across the following two populations ebB2 (HER?2) negative breast cancer patients:

. Group A: patients whose tumors are estrogegptec, or ER, positive and ErbB2 (HER?2) negative have not undergone prior
treatment or surgery; ai

. Group B: patients whose tumors are ER negafivie32 (HER?2) negative and progesterone recepigatie, often referred to as
triple negative breast cancer, and have not undergdor treatment or surgel

Each population of patients is randomized (2:Ireteive either MM-121 in combination with paclithee paclitaxel alone. Following
treatment with MM-121 and/or paclitaxel, patient#l veceive standard treatment with doxorubicin @ydlophosphamide, two marketed
chemotherapies, prior to surgical resection.

In November 2013, we announced results from thau®r population of this trial. Patients in the treant arm who received the
combination of MM-121 and paclitaxel achieved a p@g of 10.8% [95% CI 5.3 — 20.6] compared to &pate of 3.3% [95% CI 0.6 — 16.7]
for those in the control arm. There was no formargitative endpoint specified for this study. T8iational analysis is ongoing based on seria
biopsies.

The trial in the Group B population is ongoing, ame expect to announce top line results in thersgcarter of 2014.

MM-121 companion diagnostic development

We are developing a companion diagnostic thatdaged on measuring certain mechanistically relaiecharkers to determine whethe
tumor is dependent on ErbB3 signaling and theredarenable to treatment with MM-121. In our animald®ls, measurements of the levels of
five proteins involved in the ErbB pathways prediw activated state of ErbB3 and, therefore, titerial responsiveness of the tumor to MM
121 based on those levels. Using this approaclinave been able to predict whether tumors in prieclirxenograft studies will respond to
MM-121. As part of our ongoing clinical developmefitMM-121, we are measuring the same set of bi&ararin patient biopsies in order to
determine if biomarker levels correlate with patieatcome in both treatment and control arms. Res$udm our Phase 2 clinical trial of MM-
121 in combination with exemestane for hormonepeoepositive breast cancer and our Phase 2 clitriehof MM-121 in combination with
paclitaxel for platinum resistant or refractory adeed ovarian cancer suggest that analysis of fhespre-specified biomarkers, and in
particular two of those biomarkers, may potentiéypredictive of patient response to MM-121 whsediin the combination setting. We
expect to announce additional biomarker data framRhase 2 clinical trials of MM-121 in the secapdrter of 2014.

MM-111
MM-111 overview

MM-111 is a bispecific antibody designed to inhibibB3 signaling in cancer cells that are char@ddrby overexpression of the ErbB2
(HER2) cell surface receptor. A bispecific antibasiya type of antibody that is able to bind simuétausly to two distinct target cell proteins or
receptors. In the case of MM-111, these targetsher&rbB2 (HER2) receptor and the ErbB3 rece@or.research and that of others suggest
that the ErbB2 (HER2) receptor triggers tumor gioamd survival when it binds together with the E3bBceptor and another protein called
heregulin. MM-111 is designed to anchor to botteptors, ErbB2 (HER2) and HER3, on the cell surfane block heregulin’s ability to
transmit tumor growth signals, thus inhibiting tbenor cell’s ability to thrive. We believe that Mt1 may be potentially applicable across a
broad range of solid tumors.

We are conducting a clinical program to evaluate {IM. as a monotherapy and in combination with geaof therapies across ErbB2
(HER2) positive solid tumors, including gastricopeageal, gastroesophageal junction, breast, ovand bladder cancers. In August 2013, we
obtained orphan drug designation in the UnitedeStidr MM-111 for the treatment of gastric, esom@@nd gastroesophageal junction
cancers.
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Based on our preclinical research, we believeNtidt111 may offer the following advantages compat@éxisting treatments:

. In patients with ErbB2 (HERZ2) positive cancehg bispecific design of MM-111 may more effeclvimhibit ErbB3 than
combinations of separate ErbB2 (HER2) and ErbBgetsd antibodies. Multiple published studies intfidhat the affinity of
heregulin for the ErbB2 (HER2)/ErbB3 receptor coaxpbn ErbB2 (HER?2) positive tumor cells is verythi@ur research suggests
that this makes it difficult for a single monoclbaatibody or a combination to inhibit ErbB3 sigingl in patients that express high
levels of ErbB2 (HER2). MME11 is designed to utilize an ErbB2 (HER?2) targgeinm to greatly increase the local concentratit
the ErbB3 therapeutic arm on the surface of ErdB2R2) positive tumor cells, thus enabling the moledo disrupt the high
affinity complex and inhibit signaling

. We believe that MM-111 may be particularly etfee in combination with both ErbB2 (HER?2) targgend conventional
chemotherapies, as MM-111 may be able to enhartcéuamor activity, delay the development of resigta to other agents and
restore sensitivity to drugs to which a tumor hasdme resistan

. In breast cancer and additional tumor typeshss gastric and ovarian cancer, MM-111 may kecttffe in patients whose tumors
express ErbB2 (HER?2) at lower levels than thos@leeédor currently marketed ErbB2 (HER?2) targeteerag that inhibit the ErbE
(HER2) receptor directly

. We believe that MM-111 will have a more favdeabafety profile than currently marketed ErbB2 @#} targeting agents because
it is not designed to block ErbB2 (HER2) cell sitimg, which is associated with cardiac adverse s«

MM-111 Phase 2 clinical trial

In June 2013, we enrolled our first patient in a$#h?2 clinical trial of MM-111 for the treatmentasfvanced gastric, esophageal and
gastroesophageal junction cancers. Overexpreséitie &rbB2 (HER?2) cell surface receptor has beponted in 7% — 34% of gastric cancers
This Phase 2 clinical trial is designed to evalwelbether MM-111 is effective in gastric, esophageal gastroesophageal junction cancer
patients overexpressing the ErbB2 (HER?2) receftioe. clinical trial is enrolling patients who wouldditionally receive trastuzumab-based
therapy due to their ErbB2 (HER2) score of 3+ anklercepTes?, or their ErbB2 (HER2) score of 2+ on the HercegiPand their positive
FISH status (FISH-positive). These patients wilrlaedomized to receive either MM-111 in combinatiath paclitaxel and trastuzumab or
paclitaxel and trastuzumab. The two independentgmy objectives for this clinical trial are fir$t, assess PFS between the treatment and
control arms in the overall trial population, amtend, to assess PFS between the treatment andl@mnts within the subset of patients
expressing high levels of heregulin in archived duisamples.

MM-111 companion diagnostic development

We are working to develop a diagnostic tool thdt allow rapid identification of patients likely teespond to treatment with MM-111
based on their expression levels of certain bioeratkThe current focus of this program is the dgwelent of assays to quantify heregulin in
patient samples from our clinical trials. We argtiteg additional quantitative assays for other kdkers in archived and pretreatment patient
biopsies from our clinical trials to generate dataupport our biomarker hypotheses. This diagoadsiin preclinical development.

MM-302
MM-302 overview

MM-302 is an antibody drug conjugated liposomal @bicin that targets the ErbB2 (HER2) receptorx@abicin is a marketed
chemotherapy that is a member of the anthracyclags of chemotherapies. The addition of anthrawgslto the treatment of both solid and
liquid tumors has historically improved outcomesgatients and, specifically, has been an effeaomponent of breast cancer treatment for
decades, with free doxorubicin-based regimens ghogiconsistent clinical benefit. However, sigréiint adverse events, including
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acute and chronic heart dysfunction, have limitegirtuse. These cardiotoxic effects limit the uktaritional anthracyclines in combination
with targeted therapies, such as trastuzumabrdatrhent of ErbB2 (HER2)-positive breast cancgsokomal doxorubicin (Dox® ), which

has been shown to reduce cardiotoxicity associaitdfree doxorubicin, has been approved for useeittain settings, but has not been
approved for use in the United States for the tneat of breast cancer. We designed MM-302 to taagdtbind to cancer cells that overexpres
ErbB2 (HER2) and thereby release doxorubicin astteeof the tumor, while minimizing uptake intormal cells, including those of the heart.

We believe that MM-302 may offer advantages in cangon with other forms of doxorubicin, namely fidxorubicin and liposomal
doxorubicin. Our clinical development strategyasiemonstrate that MM-302 has favorable efficaay safety compared to doxorubicin for
the treatment of metastatic breast cancer whereetonga over cardiac safety, particularly in comboratvith trastuzumab, have led to a decline
in the use of anthracyclines despite proven efficac

. MM-302 is designed to utilize nanotherapeuticapsulation to protect the heart from cardiac esb/events associated with free
doxorubicin.

. The specific size and stability characteristE81M-302 are designed to enable the preferediglosition of the drug within tumors
relative to normal tissue. Specifically, as a narcdpeutic, MM-302 may be able to utilize the EFfeat to selectively enter, and
subsequently accumulate in, tumors with leaky viatore.

. MM-302 is designed with attached antibodiesas®o use the ErbB2 (HER2) receptor as a bindinchar@sm to induce the
internalization of the nanotherapeutic encapsuldted particle, and thereby provide drug delivergctly into the cell and increa
the potential efficacy of doxorubici

. MM-302 is designed with an ErbB2 (HER?2) antipdlat binds to but does not shut down the siggadictivity of ErbB2 (HER2).
This may minimize the severity and frequency ofeade events associated with suppressing ErbB2 (H&ERRallow for more
clinical benefit for patients with lower levels BfbB2 (HER2) than is provided by current ErbB2 (HERirected treatment

. MM-302 may provide anti-tumor benefit for patie who have failed other ErbB2 (HER2) targetedapies, but who have not been
exposed to anthracycline

. Our preclinical research shows that, in animatlels, MM-302 may synergize with a number of appddtherapies, such as
trastuzumab, chemotherapies and our own drugsMMel11. The current concerns about the severity faaquency of adverse
events associated with doxorubicin and liposomabdabicin prevent them from being used in many cioation regimens

MM-302 Phase 1 clinical trial

We recently presented results from our ongoing @hadinical trial of MM-302 in patients with adveed ErbB2 (HER?2)-positive breast
cancer. The purpose of this trial is to assessdlfiety of MM-302 and identify the maximum toleratémbe. We reported on 47 patients enrolle
in this clinical trial. MM-302 appeared to be wellerated in ErbB2 (HER2)-positive metastatic bt&amcer patients. Patients treated with
MM-302 showed no signs of clinical decline in cadfunction. The most common adverse events wégiég nausea and decreased appetite
the rates of these events were consistent across38Bvas a monotherapy and in combination with itmshab. Neutropenia was the most
common Grade 3/4 adverse event, occurring in spagants (six in the monotherapy arms and onedrctimbination arm). One dose limiting
toxicity was observed (febrile neutropenia), aneldbse was subsequently withheld; the patient wend continue study treatment for three
additional cycles. Results from the trial also shdwhat patients treated with MM-302 as a monogheed doses of 30, 40 and 50 mg/m2 once
every four weeks had an estimated PFS of 5.6 m¢88% Cl 2.8 — 10.9] and a clinical benefit resporate of 37%. Stronger MK02 activity
was observed in patients not previously exposethtbracyclines; of nine anthracycline-naive pasierdated with MM-302 as a monotherapy,
five had a PFS of nine months or more. Consistétft the design of this Phase 1 clinical trial tinpipally test for safety and dosage tolerance
it was not designed to test for statistical sigwifice of anti-tumor activity.
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We anticipate initiating a Phase 2 clinical triaMM-302 in patients with ErbB2 (HER2)-positive laist cancer in 2014.

MM -302 companion diagnostic development

We believe that deposition of nanotherapeutics siscM-302 in the tumor may be important to efficacy. We exploring developme!
of in vivocompanion diagnostics that take the form of imagiggnts that may help identify patients likely embfit from nanotherapeutics by
enabling the measurement of deposition in patiembts and excluding those patients with low depmsivhose tumors are therefore unlikely
to respond to treatment with a nanotherapeutica¥gecurrently evaluating nanotherapeutic formufatiof various agents imaged by PET/CT
scan and other modalities to assess the poteatiatéasuring deposition.

MM-151
MM-151 overview

MM-151 is an oligoclonal therapeutic consistingaahixture of three fully human monoclonal antibadiesigned to bind to non-
overlapping epitopes of EGFR (ErbB1). An oligoclbteerapeutic is a mixture of two or more distinedbnoclonal antibodies. EGFR (ErbB1)
has long been recognized as an important drugttargeveral malignancies, including lung, breaston, pancreatic and head and neck
cancers. We are conducting a Phase 1 clinicaldfilMM-151 in patients with refractory solid tumors

Based on our preclinical research, we believeNidt151 may offer the following advantages over atB&FR (ErbB1) inhibitors:

. MM-151 is designed to block the signal ampdifion that our research suggests occurs in the HGR#B1) pathway. Binding to
multiple epitopes of EGFR (ErbB1) may result inatgr signal inhibition compared to currently mas&EGFR (ErbB1)
therapies, which only bind to one epito

. MM-151 is designed to inhibit the signaling thesults from the binding of a full range of EGHRbB1) ligands. In contrast,
currently marketed therapies block the signalingrdf a subset of these ligands. As a result, adeopatient population may
derive clinical benefit from MM-151.

. Tumors treated with marketed monoclonal antibodiescted at EGFR (ErbB1), such as cetuximab andyranomab, often develc
resistance to these therapies. We hypothesizéhiisatesistance often results from the productipthie tumor of a different type of
ligand that binds to EGFR (ErbB1). Because MM-1&dlesigned to block a full range of EGFR (ErbBgafids, resistance to
treatment with MN-151 may be delayed or reduced compared to exidigrgpies

We believe that there may be the potential to edpdi-151 into indications in which targeted EGFR (ErbBigrapies are not curren
approved, but which our preclinical research indisashould contain patients who will respond teséhherapies. Potential indications include
lung cancer, triple negative breast cancer andecial cancer.

MM-151 Phase 1 clinical trial

We are conducting a Phase 1 clinical trial of MMEES a monotherapy and in combination with irinatein patients with solid tumors.
The Phase 1 clinical trial will assess the safétylbl-151 and determine the recommended Phase 2 &ose sites are participating in this
trial.

We anticipate initiating a Phase 2 clinical triafMM-151 in 2014.

MM-151 companion diagnostic development

We are focusing our diagnostic efforts for MM-151the identification of key biomarkers that wilbieate which patient populations are
likely to benefit from MM-151 treatment.
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MM-141
MM-141 overview

MM-141 is a fully human tetravalent bispecific dmiily designed to inhibit signaling of the PIBK/AKTTOR pathway initiated by the
insulin-like growth factor 1 receptor, or IGF-1RdErbB3 cell surface receptors. A tetravalentdisiic antibody is a single molecule that has
four binding sites, two for each of two differeatdet cell surface receptors. PI3BK/AKT/mTOR signglis often activated in cancers in
response to stress induced by chemotherapiesgatéar anti-cancer medicines and is believed to lsignificant role in promoting tumor cell
survival. We are conducting a Phase 1 clinical ofdMM-141 as a monotherapy and in a combinatlmrapy setting in patients with solid
tumors.

We designed MM-141 to suppress the PI3K/AKT/mTOghaling pathway by reducing the levels of IGF-1R &bB3 receptor
complexes that trigger the pathway. Based on ceclimical research, we believe that MM may offer the following advantages compare
antibodies that solely target IGF-1R or ErbB3:

. MM-141 is a tetravalent antibody that binds to both-1R and ErbB3 with high affinity and avidit
. MM-141 is designed to block f-survival signaling of major activators of PISK/AKWTOR, such as heregulin, 11 and I1GI-2.

. MM-141 is designed to block mutual compensatioltGF-1R and ErbB3 mediated activation of PI3K/AhTOR by co-inhibiting
both targets

. MM-141 is designed to degrade IGF-1R and Erb&®aining receptor complexes that are commonlyatetd in tumors in
response to PI3K/AKT/mTOR inhibition by a small rclile or an antibod'

. MM-141 appears not to activate the immune system,hagituces the chance of -target adverse even

MM-141 Phase 1 clinical trial

We are conducting a Phase 1 clinical trial of MME1d both a monotherapy and a combination theraftyng in patients with solid
tumors. This is a Phase 1 dose-escalation studyadireg safety and tolerability and pharmacokinatid pharmacodynamic properties of MM-
141 as a monotherapy and in combination with eirared or with nab-paclitaxel and gemcitabine. Theppae of this trial is to assess the
safety of MM-141 and identify the recommended Pttadese. The monotherapy portion of this Phasénical trial has been completed.

We anticipate initiating a Phase 2 clinical triafMM-141 in 2014.

MM-141 companion diagnostic development

We are conducting research and development @m @itro companion diagnostic for MM-141 that will help tetdrmine which patients
will derive benefits from the drug alone or in candtion with other therapies, while experiencinggtisfactory safety profile. This research is
focused on identifying pathway-relevant biomarlamd assessing their correlation with the magnitfdematient response to MM-141.

Preclinical Product Candidates

We are developing our preclinical product candigi@be a range of solid tumor indications. Our mexdtanced preclinical candidates are
MM-310, a targeted nanotherapeutic, and MM-131 ustispecific antibody.

Network Biology

Network Biology is what we call our proprietary sy®s biology-based approach to biomedical resedtahgoal of Network Biology is
to understand how the complex molecular interastttiat occur within cell
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signaling pathways, or networks, regulate cell siecis and how network dysfunction leads to diseBisis. platform utilizes proprietary,
dynamic biological data generated in a high-thrgugmethod in which we test multiple biologicalaremical parameters using engineering,
analytical and modeling expertise, and from whiehhwild computational models of cell biology tothar our drug discovery, design and
predictive development. To execute Network Biologg, have developed an expertise in generatingikidata, describing molecular changes
or interactions over time, to illuminate the dynarmiteractions that occur within biological systemé&e apply Network Biology throughout the
research and development process, including fgetadentification, lead compound design and omation, diagnostic discoverin vitro and

in vivo predictive development and the design of clinical protocols.

Our models are constructed and validated usingriatly generated and proprietary data sets. Foligwie validation of a comprehens
model of a cell signaling network, we are ablede the model for drug discovery. Contrary to tiad&l methods, our discovery work takes
placein silico, or using the model for simulation. We believet ttés approach is more efficient and productivednug discovery and
development than traditional approaches.

As one example, we identified ErbB3, the targavit- 121, using our proprietary model of the ErbB sigrphetwork after conducting
sensitivity analysis on its signaling process. aitgh the ErbB pathway has been extensively tardstedncer therapeutics, we believe that
understanding the relative importance of the dififércomponents of the ErbB network is central emtdying an attractive drug target and a
therapeutic directed at this target. In this casebuilt a computational model of the ErbB signglivetwork that includes the most potent ErbB
receptor ligands, as well as known and novel Er¥gbitors. We populated the model with proprietdyyiamic data that we generated from
experiments. The model describes in mathematiasdtéans 700 biochemical reactions representind=th® signal transduction network, and
identified ErbB3 as the key node in response th BwbB3- and EGFR (ErbB1)-binding ligands. We thsgad this insight to develop MM-121.

Ultimately, we believe that Network Biology will salt in better treatments for complex diseasesrbyiging broader insight into disease
and the potential therapeutic alternatives for pliges and patients. Using Network Biology, we ia@rporating the identification of
biomarkers and the development of companion diagsoisito the drug development process. We belibakintegrated medicines may enable
physicians to deliver the right drug to the rigét sf patients at the right time. This may imprgagient outcomes by providing improved
therapeutics along with the diagnostic informatioguide physician treatment decisions, reducetegall costs of treating and caring for
cancer patients, and provide a basis for seekivaydble reimbursement of approved drugs from pagecause of the benefits to patients.

In addition to improving patient care, we belieliattNetwork Biology can increase the productivitypimmedical research, increase the
probability of approval for new drugs and producarenprecisely targeted therapeutics. We believeahatherapeutic oncology product
candidates will have a greater probability of sssaan product candidates based on conventiongldirvelopment because Network Biology
provides us with:

. a multidisciplinary, integrated approach to undarding complex biology
. simulation and modeling capabilities that aid ie #fficiency and productivity of development; ¢

. the capability to design and build a broad eaofitherapeutic product candidates without beimitéd to a particular drug design
technology or target clas

Although our initial focus is oncology, we belietret our Network Biology approach is applicabletbroad range of therapeutic areas
beyond cancer, including bone and joint conditianfgctious disease, inflammation, central nerveystem disease and other areas of med
with high unmet needs. While we may pursue sontbese disease areas directly ourselves, becatise pbtential of very broad applicability
of our Network Biology approach, our plan is to qug many or all of these other areas through amisions, licenses
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and other arrangements with third parties. As amte, in 2010, we established Silver Creek Phaemisgals, Inc., or Silver Creek, to apply
our Network Biology approach to the research, dgualent and commercialization of pharmaceuticatbénregenerative medicine field. Sil
Creek is now a majority owned subsidiary of ourthwie minority equity held by third-party investor

Therapeutic Design Capabilities

We apply the insights about cell signaling dynantiiag we gain from Network Biology across a ranfjtherapeutic technologies to
design drug candidates that we believe can beaitig delivered to the selected molecular targés. believe that the best therapies for the
oncology indications that we are pursuing are tadéherapies that, in contrast with conventiomanootherapies, are highly selective for the
molecular mechanisms that we are seeking to affedt as a result, offer the potential for significafficacy and safety benefits. Two such
targeted therapies are human monoclonal antib@sidsranotherapeutics.

Human monoclonal antibodie:

Human monoclonal antibodies are a key componentaofy of our targeted therapies based on their rahtgerorable attributes,
including their significant target specificity aaslidity relative to small molecules and their waliderstood pharmacokinetic properties. We
have designed antibodies for use as stand-alongpthgtics and have incorporated antibodies interdtierapeutics, such as targeted
nanotherapeutics, as targeting or docking agenteswdfk with several antibody formats, including fbbowing:

. Fully human recombinant monoclonal antibodied ragments of fully human recombinant monoclarglbodies that include the
antibody binding domain. Monoclonal antibodies antibody fragments are proteins that bind spedifica one defined site on a
cell surface protein or receptt

. Multispecific antibody formats, which are congad of two or more antibodies or antibody fragredimked to a common scaffold
molecule to produce a single molecule that spetifidinds to distinct epitopes on two or more &rgell surface proteins or
receptors

. Oligoclonal antibody mixtures, which are comprisddiefined ratios of two or more recombinant humamoclonal antibodies th
target two or more distinct epitopes on a singlesteface protein or receptc

Nanotherapeutics

Our nanotherapeutics are lipidic particles cargfotinstructed to encapsulate active drug payldddsoscale objects typically, though
not exclusively, have dimensions on the order & A@nometers or smaller. We believe that nanotleettays offer the following potentially
favorable attributes:

. The uniform sizing of our nanotherapeuticsiended to enable targeting and preferential déposwithin tumors by taking
advantage of the EPR effe

. We formulate our nanotherapeutics to minimieeleakage of active drug payload out of the parbefore the nanotherapeutic has
reached the tumor, with the goal of limiting sysieexposure, and the associated occurrence of selesents, and maximizing the
amount of active drug that reaches the tal

. Encapsulation is designed to protect the aaiiug payload as it passes through the circulamhorgans of the body, such as the
liver, preventing premature clearance or metabob$the active drug, and thereby extend the phaokiaetic profile and enable
more convenient dosing regime

. We can efficiently create targeted nanotherapgusing our technical expertise and know-how émeable insertion of targeting
agents, such as antibodies, into our nanotherayse

. We can customize our nanotherapeutics for ueawariety of drug payloads, including chemo#mes, cytotoxics and nucleic
acids, such as siRNA and gen
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Manufacturing

We manufacture drug substance for use in our elitials and research and development effortsifasf our therapeutic product
candidates using current good manufacturing prestior cGMP, at our approximately 13,500 squarerfogti-product facility located at our
corporate headquarters in Cambridge, Massachugétthiave the capabilities to manufacture antibgdiasotherapeutics and antibody-
targeted nanotherapeutics.

Our manufacturing facility is comprised of multipfelependent clean rooms, includes three 1,000ditgle-use bioreactors, and has
capacity to produce approximately 50 kilogramsriafteodies per year. As of January 31, 2014, we eygul approximately 84 employees in
manufacturing activities.

We believe that our strategic investment in marnufémg capabilities allows us to advance productdidates at a more rapid pace and
with more flexibility than a contract manufacturproduce drug substance in a cost-effective mamwhée retaining control over the process
and prioritize the timing of internal programs.

Our manufacturing capabilities encompass the falhafacturing process through quality control andliggiassurance and are integrated
with our project teams from discovery through depehent. This structure enables us to efficientipsfer research stage lead molecules into
manufacturing. We have designed our manufactuaciity and processes to provide maximum flexipiind rapid changeover for the
manufacture of different product candidates. Weauitce fill-finish, packaging, labeling and shipgpin

We manufacture our antibody and nanotherapeutidymtocandidates using commercially available raveni@s and well established
manufacturing procedures. We produce antibodiésoreactors using Chinese hamster ovary cellsitheg been genetically engineered to
secrete our antibody. We then purify the antibodi&gag industry standard methods, which includmigyfchromatography and ultrafiltration
operations. We produce nanotherapeutics usinggrigssure filter extrusion of a mixture of cholestand lipids. We then load the
nanoliposomes with active pharmaceutical ingredimsitig a proprietary process.

We have optimized the Phase 2 production procebfWbf398 and produced material for our Phase 3 cdihirial at our manufacturing
facility. We filed a chemistry manufacturing anchtwls amendment with the FDA in October 2011 amdcairrently using the MM-398
product that we manufactured for our Phase 3 dlrtital.

We believe that we can scale our manufacturingge®es to support our clinical development programasthe potential
commercialization of our product candidates. If ahpur product candidates are approved for mangdiy the FDA or any other regulatory
agency, we intend to oversee the manufacturingesfa products, other than MM-121, which Sanofi nmanufactures according to the terms
of our collaboration agreement.

For our antibody product candidates, we intendbtatioue to manufacture drug substance for predirigsting and Phase 1 and Phase 2
clinical development at our current facility. Oonp term plan is to establish our own facilities fitanufacturing antibody drug substance for
Phase 3 clinical development and commercial salirdifg our establishment of these facilities, weeex to transfer Phase 3 and commercial
antibody manufacturing to a contract manufactudrganization. For our nanotherapeutic product atatds, we intend to continue to
manufacture drug substance for preclinical testimg all stages of clinical development and infiallanufacture drug substance for
commercial sale at our current facility.

We are developing and testing diagnostic assaygrégfictive biomarkers in an internal laboratorglenGood Clinical Laboratory
Practices. Upon completion of the development efdiagnostic tests, we plan to evaluate externaledisas internal options for manufacturing
and commercialization of the tests.

We are leveraging our manufacturing capabilitiesmtmufacture drug product on behalf of a thirdypattarmaceutical company, and
may enter into additional agreements to do soérfukure. In November 2013, we entered into anexgent with Watson Laboratories, Inc., or
Actavis, as more fully described below, pursuant to
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which we will utilize our nanoliposomal manufactugicapabilities to develop, manufacture and exetigisupply the bulk form of
doxorubicin HCI liposome injection to Actavis. Undhis agreement, we have also agreed to develditi@uhl products for Actavis, the
identities of which will be mutually agreed uportlre future.

Sales and Marketing

As our lead product candidates are still in clihievelopment, we are in the planning stages ahdishing our sales, marketing and
product distribution infrastructure. We generabypect to retain commercial rights in the Unitedt&aand Europe for our oncology product
candidates, other than MM-121, for which we recenarketing approvals. We believe that it is posstblaccess these markets through a
focused, specialized field force.

Subject to receiving marketing approvals, we expecbmmence commercial activities by building eufsed sales and marketing
organization for MM398. This could form the basis of the sales andetiarg organization that we will use to sell ounert products, subject
receiving marketing approval. We believe that sactorganization will be able to address the comigwfioncologists who are the key
specialists in treating solid tumors, including theg, breast, ovarian, pancreatic, colorectaltagatl and neck cancers for which our product
candidates are being developed. Outside the USBitas and Europe, we expect to enter into distobiand other marketing arrangements
with third parties for any of our product candidatlat obtain marketing approval.

We also plan to build a marketing and sales managenrganization to create and implement markettrafegies for any products that
we market through our own sales organization ara/&ysee and support our sales force. The resplitiessbof the marketing organization
would include developing educational initiativegtwiespect to approved products and establishiatjgeships with thought leaders in
relevant fields of medicine.

We plan to tightly integrate the marketing of duerapeutics and companion diagnostics. As we expegdir various types of diagnost
with our therapeutics, it is likely that the saée®l marketing tactics and business model emplayedur various diagnostics may differ from
one another.

Competition

The biotechnology and pharmaceutical industriechagacterized by rapidly advancing technologiet®rise competition and a strong
emphasis on proprietary products. While we belidna¢ our Network Biology technologies, integratedaarch, clinical and manufacturing
capabilities, development experience and scierkifmwledge provide us with competitive advantagesface potential competition from
many different sources, including major pharmaaaltispecialty pharmaceutical and biotechnology mames, academic institutions and
governmental agencies and public and private rekeastitutions. Any product candidates that wecsssfully develop and commercialize v
compete with existing therapies and new therapiasrhay become available in the future.

Many of our competitors may have significantly degdinancial resources and expertise in reseandhdavelopment, 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 compeatidso compete with us in recruiting and retairgnglified scientific and management
personnel and establishing clinical trial sites patient registration for clinical trials, as wa$ in acquiring technologies complementary to, ol
necessary for, our programs. Smaller or early staggpanies may also prove to be significant cortqusti particularly through collaborative
arrangements with large and established companies.
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The key competitive factors affecting the succésal®f our product candidates, if approved, dkely to be their efficacy, safety,
convenience, price, the effectiveness of compadiagnostics in guiding the use of related therdpsuthe level of generic competition and
availability of reimbursement from government alden third-party payors.

Our commercial opportunity could be reduced or &lated if our competitors develop and commerciglimeducts that are safer, more
effective, have fewer or less severe side efferessmore convenient or are less expensive thapmducts that we may develop. Our
competitors also may obtain FDA or other regulatguproval for their products more rapidly than waynobtain approval for ours. In additic
our ability to compete may be affected becauseanyntases insurers or other third-party payors seekcourage the use of generic products
There are many generic products currently on theketdor the indications that we are pursuing, additional products are expected to
become available on a generic basis over the coy@acs. If our therapeutic product candidates ppeaved, we expect that they will be pri
at a significant premium over competitive genericducts.

The initial focus of our business is to developg#peutics and companion diagnostics for the treatmiesolid tumor cancers. Cancer is
the second most common cause of death in the USitds, exceeded only by heart disease, and asdoumlmost one of every four death
the United States. There are a variety of availdhlg therapies marketed for solid tumors. In meases, these drugs are administered in
combination to enhance efficacy. Some of thesegang branded and subject to patent protectionptrats are available on a generic basis,
including the active ingredients in MM-398 and MNZB3 Many of these approved drugs are well estaddisherapies and are widely accepted
by physicians, patients and third-party payorgéneral, although there has been considerablegeegwer the past few decades in the
treatment of solid tumors and the currently martt¢terapies provide benefits to many patients ehiesrapies all are limited to some extent ir
their efficacy and frequency of adverse events,raomee of them are successful in treating all p&tiefss a result, the level of morbidity and
mortality from solid tumor cancers remains high.

The following table sets forth information abou¢ tihcidence and selected treatments for some afdlie tumor cancers for which we .
developing therapeutic product candidates and campaliagnostics. The U.S. estimated annual incides based on information from the
American Cancer Societancer Fact & Figures 2014

U.S. Annua

Tumor Type Incidence Selected Marketed Therapie:

Breast 235,03( trastuzumab (Hercepti®); docetaxel (Taxoter®); paclitaxel (TaxoP, Abraxane®);
capecitabine (Xelod&); tamoxifen (Nolvade® , Soltamox®); anastrazole (ArimideR);
letrozole (Femar&); exemestane (Aromasfh); ado-trastuzumab emtansine (Kadc¥la
pertuzumab (Perje®); everolimus (Afinitor®)

Lung and bronchus 224,21(  docetaxel (Taxotere); gemcitabine (Genarpemetrexed (Alimt&); gefitinib (Iress&®);
erlotinib (Tarcevé®); bevacizumab (Avasti®); paclitaxel (Taxol, Abraxane

Colorectal 136,83(  oxaliplatin (Eloxatin®); irinotecan (Camptos#r); bevacizumab (Avastin); cetuximab
(Erbitux®); panitumumab (Vectibi®)

Pancreatic 46,42(  nal-paclitaxel (Abraxane); gemcitabine (Gemzar); enibti(Tarceva,

Liver 33,19(  sorafenib (Nexave®)
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U.S. Annua
Tumor Type Incidence Selected Marketed Therapie:
Brain and other nervous system cancers 23,38( temozolomide (Temod&); carmustine (BICNWP); polifeprosan 20 with
carmustine implant (Gliad®); bevacizumab (Avastir
Gastric 22,22( capecitabine (Xeloda); trastuzumab (Herceptin) etixe| (Taxotere);
oxaliplatin (Eloxatin); epirubicin (Ellenc®)
Ovarian 21,98( liposomal doxorubicin (Doxil); bevacizumab (Avagtipaclitaxel (Taxol,

Abraxane); gemcitabine (Gemzi

In addition to the marketed and generic therapmiesdlid tumors, there are also a number of pradinctate stage clinical development to
treat solid tumors. These products in developmexyt provide efficacy, safety, convenience and olteerefits that are not provided by
currently marketed therapies. As a result, they prayide significant competition for any of our gret candidates for which we obtain mau
approval.

Collaboration and License Agreements

We are party to a number of collaboration agreemfamtthe development and commercialization offmaduct candidates and license
agreements under which we license patents, papptitations and other intellectual property. We sider the following collaboration and
license agreements to be material to our business.

Actavis

In November 2013, we and Actavis entered into aelbgment, license and supply agreement pursuamiitch we will develop,
manufacture and exclusively supply the bulk forndakorubicin HCI liposome injection, or initial pract, to Actavis, which Actavis will
process into finished product and commercializéally. We also agreed to develop additional prosifmt Actavis, the identities of which will
be mutually agreed upon in the future. We are laigio receive up to $15.5 million under the agreetnincluding $2.0 million upfront and the
remainder in development funding and developmegt,latory and commercial milestone payments releatdkde initial product. We will also
receive a double digit share of net profits on glaales of the initial product and any additigmraducts. We will manufacture and supply the
initial product to Actavis in bulk form at an agdeepon unit price.

The agreement will expire with respect to each pebden years after Actavifitst sale of such product, unless terminated earind wil
automatically renew for additional two year periddsreafter unless either party provides noticeasf-renewal. Either party may terminate the
agreement in the event of an uncured material breabankruptcy filing by the other party. Actawigy also terminate the agreement for
convenience in specified circumstances upon 90 gaigs written notice.

Sanofi

In September 2009, after Mi#21 entered Phase 1 clinical development, we ethtete a license and collaboration agreement withdd
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 sublicenseslew our patent rights and know-how to develop @mmercialize the monoclonal antibody
MM-121 and an MM-121 companion diagnostic. We ratdithe right, but not the obligation, to parti¢cga the clinical development of MM-
121 through Phase 2 proof of concept for each atidin and final decision making authority over domduct of the trials that we conduct,
subject to our having the necessary capabilitielsrasources to conduct those trials and subjdtietdrials we conduct having been approved
by Sanofi as part of the global development plarMM-121. Sanofi is responsible for using commdigieeasonable efforts thereafter to
develop, obtain regulatory approvals for and, fwlltg regulatory approval, commercialize MM-121 andompanion diagnostic in each of the
United States, Europe and Japan. We also retamegtin to co-promote MM-121 in the United States.
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Under the agreement, Sanofi paid us a refaondable upfront license fee of $60 million. Sffoalso responsible for all development
manufacturing costs under the collaboration. Intaafd 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 milliorate #dased on our achievement of three clinicalstalees. Under the agreement, we are
entitled to tiered, escalating royalties beginrnimthe sub-teen double digits based on net sald#\bf121 in the United States and beginnin
the high single digits based on net sales of MM-d@tside the United States. In general, Sanofilgyabon to pay us royalties continues on a
product-by-product and country-by-country basisluhé latest of the expiration of the patent righbvering the product in such country, the
expiration of all data and regulatory exclusivippécable to the product in such country or tenrgexdter the first commercial sale of the
product in such country. If we co-promote MM-121ttke United States, we will be responsible for pgyour sales force costs and a specified
percentage of direct medical affairs, marketing prainotion costs for MM-121 in the United Stated anll be eligible to receive tiered,
escalating royalties beginning in the high teerseaon net sales of MM-121 in the United States.av¥éealso entitled to an increase in the
royalty rate on a product-by-product and countryebyntry basis if a diagnostic product is actuakgd in the treatment of solid tumor
indications with a particular therapeutic product.

Under the agreement, we are obligated to paycahbing costs for specified third-party patenttsghat we or Sanofi may in the future
license for the development and commercializatio®l-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 proceedays related counterparts worldwide. See
Item 3. Legal Proceedings in this Annual ReporEorm 10-K for more information. We share the liagagscosts for other third-party patent
rights that we or Sanofi have licensed or may éfttiure license for the development and commetzeitibn of MM-121 through specified
deductions that Sanofi is permitted to take agdhestoyalties Sanofi pays to us. The third-pagtept rights for which we share the costs with
Sanofi include rights that we have licensed fromadZorp., or Dyax, the U.S. Public Health Serviod §elexis SA, as described in more
detail below.

A joint steering committee comprised of an equahbar of representatives from each of Sanofi and tessponsible for reviewing and
approving the global development plan for MM-121gliding all budgets relating to development atiigiwe conduct, and overseeing the
parties’ development and commercialization acegitivith respect to MM-121. The joint steering comhea also oversees a joint development
committee responsible for overseeing the progrétiseodevelopment program. In general, Sanofi red tlecision making authority over
matters on which the joint steering committee deeld, following escalation to designated executifficer representatives of the parties, with
the exception of our retained decision making atihover the conduct of clinical trials that thaé conduct in accordance with the global
development plan. If necessary and at a time tmi®ally agreed by the parties, we and Sanofi lagreed to form a commercialization
committee, also to be overseen by the joint stgezommittee, that will be responsible for oversgain-promotion activities in the United
States and serving as a forum for communicatiowden the parties regarding worldwide commerciabramatters for MM-121.

Sanofi has agreed that, subject to limited excaptiantil the second anniversary of the closinguwfinitial public offering of common
stock, or IPO, neither Sanofi nor any of its adiiis will (1) effect or seek, initiate, offer oopose to effect, or cause or participate in any,way
advise or assist any other person to effect or,deiate, offer or propose to effect or causgarticipate in, any acquisition of any of our
securities or assets, any tender or exchange afifenger, consolidation or other business combindtigolving us, any recapitalization,
restructuring, liquidation, dissolution or othettraordinary transaction with respect to us or avliciation of proxies or consents to vote an
our voting securities; (2) form, join or in any wagrticipate in a group with respect to any of securities; (3) otherwise act, alone or in
concert with others, to seek to control or influecir management, board of directors or policiesggt as contemplated by our collaboration
agreement; (4) take any action which would reaslyrtzd expected to force us to make a public annennent regarding the foregoing; or
(5) enter into any agreements, discussions or geraents with any third party with
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respect to any of the foregoing. Notwithstandingsthlimitations, we granted a waiver allowing Satmpurchase up to 6,300,000 shares of
our common stock.

If not terminated earlier, the agreement will egpipon expiration of all royalty and other paymealnligations of Sanofi under the
agreement. Either party may terminate the agreemehe event of an uncured material breach byother party. Sanofi also may terminate
agreement for its convenience upon 180 days’ pyvititen notice. In addition, we may terminate tlggement if Sanofi challenges or supports
any challenge of our licensed patent rights.

In June 2012, we entered into a right of revieweagrent with Sanofi pursuant to which, if we det@ertio enter into negotiations with a
third party regarding any license, option, collaiimn, joint venture or similar transaction invaigiany therapeutic or companion diagnostic
product candidate in our pipeline, we will notifj®fi of such opportunity. Following such noticean$fi will have a specified period of time
to review the opportunity and determine whethezxercise an additional right to exclusively negetian agreement with us with respect to
such opportunity for a specified period of timeSHnofi does not exercise such right of negotiatimay enter into negotiations with third
parties with respect to the opportunity, provideattve may only enter into an agreement with atparty with respect to those countries that
were initially offered to Sanofi. On the other haiidanofi does exercise such right of negotiabohwe and Sanofi do not reach a mutually
acceptable agreement during the negotiation pewednay enter into negotiations with third partiéth respect to the opportunity, provided
that we may not enter into an agreement withinezi§igd period of time following the end of the éigtion period if either (i) the agreement
involves countries that were not previously offete@®anofi or (ii) the terms and conditions of sagneement are materially more favorable to
the third party than what was previously offered3anofi. If we propose to enter into any third-patreement described in the provisos of th
preceding two sentences, we must first offer tteesterms and conditions to Sanofi. In additionyéfintend to spin out certain of our researck
and development activities to a newly establisipadtially owned subsidiary, we will notify Sanofiipr to the initial fundraising for such spin-
out. Following such notice, Sanofi will be entitladreview the proposed investment terms, althahgHinal terms and participants of such
investment will be determined solely by the boardicectors of the spin-out. The right of reviewrténates on April 1, 2017.

PharmaEngine

In May 2011, we entered into an assignment, sulidieeand collaboration agreement with PharmaEnbinder the agreement,
PharmaEngine assigned to us its rights and obdigatinder a 2005 agreement with Hermes BioSciehuesor Hermes, to develop and
commercialize MM-398 in Europe and certain coustiieAsia. Through our acquisition of Hermes in 20@e hold the rights to MM-398 in
North America and the rest of the world. PharmaBegilso granted to us an exclusive right and lieewgth the right to sublicense, unc
PharmaEngine technology and rights to develop antheercialize MM-398 worldwide outside of Taiwan. \Y@nted to PharmaEngine a
paid-up, royalty free, exclusive right and licensler our technology and rights to develop and cerialize MM-398 in Taiwan.

Under the agreement, we have paid PharmaEngin® enffiion upfront license fee and a $5 million nstene payment. In addition,
PharmaEngine is eligible to receive up to an aggeegf $205 million from us upon the achievemerdpecified development, regulatory and
annual net sales milestones. Under the agreemieatnREngine is entitled to tiered royalties basedet sales of MM-398 in Europe and
certain countries in Asia. The royalty rates urtleragreement range from high single digits upnéoldow teens as a percentage of our net sale
of MM-398 in these territories. Our obligation tayproyalties to PharmaEngine continues on a cotbyrgountry basis until the later of ten
years after the first commercial sale of [-398 in such country and May 2, 2024. We are resiptefor the development and
commercialization, and all related costs and expensf MM-398 in all countries except Taiwan, whBtermaEngine retains the right to
develop and commercialize MB98 at its expense. Each party has agreed to msmerxially reasonable efforts to develop, in acaao® witt
a development plan, and commercialize MM-398 imatpective territory. We also
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have a diligence obligation to initiate a secondd$#h3 clinical trial of MM398 in a different solid tumor indication withirtimeframe specifie
in the agreement.

Multiple executive committees were formed underabeeement, each comprised of an equal numbep#sentatives from each party.
The steering committee is responsible for revievand approving changes to the development plawjging overall strategic direction with
respect to development of MBB8 under the development plan and overseeing otemittees. The steering committee is also resplenfor
resolving any disputes arising under the agreemtethie steering committee or that are referretiby any of the other committees. If a matter
is unresolved by the steering committee, it mayeerred for resolution to executive officers friwoth companies. We have final decision
making authority on any such matter not resolvethieyexecutive officers that relates to the worltkevilevelopment of MM-398 or
commercialization of MM-398 outside of Taiwan. Tiievelopment committee is responsible for recomnrentti the steering committee
changes to the development plan and overseeingrtiggess of the development program and monitdhiegparties’ compliance with their
respective obligations under the development plan.

Upon expiration of all royalty and other paymenligdtions due to PharmaEngine under this agreemeatcountry-bycountry basis, tt
licenses granted under the agreement will be de¢miee perpetual, fully paid-up and irrevocablehwiéspect to the licensed product in such
country. Either party may terminate the agreemeitité event of an uncured material breach by therqggarty. In addition, at any time after
May 2013, we may terminate the agreement for coewee upon 90 days’ prior written notice. If PhaBEngine terminates this agreement in
its entirety or with respect to Europe or the Adiamitories because of our material breach, arefterminate the agreement for convenience
with respect to Europe or the Asian territoriegntlive are required to grant PharmaEngine a licender our technology and rights with
respect to MM-398 in Europe or the Asian territsrias applicable, and PharmaEngine is requiredytaip singledigit royalties for net sales
MM-398 in such territories.

Dyax

In January 2007, we entered into an amended atated<ollaboration agreement with Dyax, which sspéed a prior collaboration
agreement with Dyax that we entered into in Decar@B85. Under this collaboration agreement, Dyassuts proprietary phage display
technology to identify antibodies that bind to &tgof interest to us as therapeutics or diagreodfigrther, Dyax has granted to us a worldw
non-exclusive, royalty free right to use and matg @nd all of the antibodies identified by Dyax éartain research purposes. In order to
clinically develop or commercialize any such antipohowever, we must obtain an additional prodieeinse from Dyax on a target-by-target
basis. We have the option to obtain one or mordywblicenses on terms set forth in the collaboratigreement, subject to limitations on the
availability of each such product license undeagreement between Dyax and Cambridge Antibody Taolies, which has merged with
Medimmune, LLC and is now owned by AstraZeneca PLC.

As consideration for the grant of the initial resbalicense, we paid Dyax a research fee basebetotal estimated full time equivalent
researchers that were required to conduct thenasetan and a fee for achieving certain technicitéstones. If we elect to obtain a product
license with respect to any therapeutic or diagadatget, we are required to pay to Dyax an addéi upfront license fee for the applicable
antibody. We also will be required to make addiilomaximum aggregate development and regulatorgstaihe payments of $16.2 million for
therapeutic products and maximum aggregate regulaidestone 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 coverethpyroduct license that we obtain from Dy
Our obligation to pay royalties to Dyax continugsaoproduct-by-product and country-by-country basisl the later of a specified number of
years after the first commercial sale of the produsuch country and the expiration of the patégitts covering the product in such coun
MM-121 and a component of MM-141 were identifiedlanthis agreement, and we have obtained the efjtarget licenses from Dyax by
exercising our product license options and paytiregapplicable license fees. We are obligated tacasenercially reasonable efforts to deve
and commercialize the antibodies for which we gbtacommercial license.
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This agreement will remain in effect, unless teratéa earlier, for so long as we or any of our iatfs or sublicensees continue to
develop or commercialize products that remain tyylaéaring under the agreement. Either party may texteithe agreement in the event o
uncured material breach by the other party. We @mlag terminate the agreement in its entirety oa @noduct-by-product basis at any time
upon 90 days’ prior written notice.

Adimab

In November 2009, we entered into a collaboratigre@ament with Adimab LLC, or Adimab, to allow usewealuate the utility of using
antibodies identified during the collaboration lasrapeutics or diagnostics. Under the agreemenma&agranted to us a worldwide, non-
exclusive, royalty free right to use materials pded by Adimab to perform non-clinical researchidgithe evaluation term. Adimab also
granted to us an option to obtain the assignmespectified patent rights claiming the selectedaties and a license under Adimab’s
background patent rights and know-how for the dewalent and commercialization of the antibodies.

As partial consideration for the research licerrsag we paid Adimab a technology access fee dirtieeof grant, research fees based ol
the total estimated full time equivalent researstikat were required to conduct the research pldradee for achieving certain technical
milestones. We have exercised our assignment eglsié option by paying Adimab a fee of $1.0 millibmaddition, we are required to pay
Adimab up to an aggregate of $13.5 million per&pewutic area, for the first four therapeutic are@sn achievement of specified developmen
and regulatory milestones, of which we have pai® $iillion 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 isithed to mid single digit royalty payments
based on net sales of therapeutic products andatéig products arising from the collaboration. ©hligation to pay royalties to Adimab
continues on a product-by-product and country-byrty basis until the later of a specified numbkyemars after the first commercial sale of
the product in such country and the expiratiorhefpatent rights covering the product in such aguiprovided that the royalty term will not
extend beyond a specified number of years aftefitlttecommercial sale of the product in such couritVe are obligated to use commercially
reasonable efforts to develop and commercializeast one product that incorporates the antibddieahich we exercised our assignment anc
license option in each of the United States, EuanmkJapan. MM-151 was generated under this agrédeme

The term of the agreement expires on a countryeatry basis on the earliest date after which non@nts are due to Adimab, unless
earlier terminated. Either party may terminateageeement in the event of an uncured material brbgi¢he other party. In addition, we may
terminate the agreement at any time upon 90 dai@’ written notice.

University of California
2005 agreement

In March 2005, we entered into a license agreemvéhtThe Regents of the University of California,tbe Regents. Under the
agreement, the Regents granted to us a royaltyrgeaght and license in the United States andratbentries where the Regents have the
to grant the license under certain patent rightsraghts in biological materials to develop and coencialize products for therapeutic or
diagnostic use in humans that are covered by tkadied patents. Licensed products under this agrgentlude MM-111. This license is
exclusive with respect to certain patents, inclgdiome relevant to MM-111, and non-exclusive wétkpect to other patents and biological
materials. The agreement requires that we diliggnitsue the development, manufacture and comntieetian of licensed products. In
addition, we are required to meet specific develepiynregulatory and commercialization milestonethiwitimeframes specified in the
agreement. We have sole responsibility for the ldgweent and commercialization of products undedittensed technology. However, the
agreement provides that the Regents may requit@ sigolicense our exclusive rights for the applaabr use of licensed products covered by
any exclusively licensed technology that we arecootently pursuing.
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We are required to pay to the Regents an annuaidie maintenance fee of between $20,000 and $30r@Dthe first commercial sale
a licensed product and are responsible for all lidgweent costs. In addition, we are required to toathe Regents up to an aggregate of
$725,000 per therapeutic product, other than thersbtherapeutic product, for which we are resgmador up to an aggregate of $906,250,
based on the achievement of specified developmehtegulatory milestones. The Regents are alsdazhtd royalties in the low single digits
based on net sales of products covered by theskzketechnology. A minimum annual royalty is du¢h® Regents commencing in the earlie
the year of the first commercial sale of a licengsatiuct or 2015. The minimum annual royalty inse=afrom $100,000 in the first year it is
payable to $500,000 in the fifth year and theredéiethe life of the patents. If we sublicense tights granted to us under the licensed
technology to a third party, then we are also @téd to pay to the Regents a portion of the suticg) income related to the licensed
technology.

If not terminated earlier, this agreement termisafpon the later of nine years from the markebahiction of the last licensed product
that contains the licensed biological materialtherexpiration of all patent rights licensed unithés agreement. At such time, we will have a
perpetual, fully paid, world-wide, noexclusive license. The Regents may terminate theeagent in the event of an uncured material brég
us. We may terminate the agreement on a countrgelbmry basis at any time upon 60 days’ prior writhotice.

2000 agreement

In November 2000, we entered into a separate axellisense agreement with the Regents. Undergheement, the Regents granted us
a royalty-bearing world-wide right and license undertain patent rights for the development androencialization of products that are
covered by the licensed patent rights, including #802. The agreement requires that we diligenthsperthe development, manufacture and
commercialization of licensed products. In additise are required to meet specified developmegt)ladory and commercialization
milestones within timeframes specified in the agrert. We have the sole responsibility for the dewelent and commercialization of prodt
under the licensed technology.

We are required to pay to the Regents an annuaidie maintenance fee of $95,000 until the firstroencial sale of a licensed product.
We also are responsible for all development castishave agreed to spend a minimum of $150,000 gearfpr such costs. In addition, we are
responsible for up to an aggregate of $700,00@p®tuct upon the achievement of specified developraed regulatory milestones. The
Regents are also entitled to royalties in the lowle digits based on net sales of products coviyettie licensed technology. If we sublicense
the rights granted to us under the licensed tedgyaio a third party, then we are also obligatedayp to the Regents a portion of the
sublicensing income related to the licensed teauol

If not terminated earlier, this agreement termisafpon the expiration or abandonment of all patécessed under this agreement. The
Regents may terminate the agreement in the evert ahcured material breach by us. We may termthat@agreement on a country-by-
country basis at any time upon 60 days’ prior wnthotice.

U.S. Public Health Service

In February 2008, we entered into a commerciahkeewith the U.S. Public Health Service, a divisibthe U.S. Department of Health
and Human Services, for non-exclusive rights inlinited States to patents related to ErbB3 and BdrBibodies associated with MM-121,
MM-111 and MM-141. Under the agreement, we maydogiired to make aggregate development and regylatiestone payments of up to
$6.0 million per therapeutic licensed product aag jpw single digit royalties on net sales of lised products. The term of the agreement
extends until the expiration of the licensed patagitts, which is 2016.

Selexis

In June 2008, we entered into a commercial licevite Selexis SA for non-exclusive rights to techomy for use in the manufacture of
certain biologic products, including each of oursiost advanced product candidates, other than M&1-Bnder this agreement, we are
required to make aggregate milestone payments of
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up to €1.0 million per licensed product and payaftigs of less than one percent on net salesafidied products. The obligation to pay
royalties with respect to each product sold inanty continues until the expiration of the patéghts covering the product in such country.

Intellectual Property

We aggressively strive to protect the proprietaghhology that we believe is important to our bes# including seeking and
maintaining patents intended to cover our prodants compositions, their methods of use and prosdes¢heir manufacture, as well as our
diagnostic and drug discovery technologies andadhgr inventions that are commercially importantht® development of our business. We
also rely on trade secrets to protect aspectsofusiness that are not amenable to, or that weotloonsider appropriate for, patent protection
such as our proprietary network modeling prograntslarge scale protein and liposome production push

Our success will significantly depend on our apilt obtain and maintain patent and other propmygbaotection for commercially
important technology, inventions and know-how reteto our business, defend and enforce our patemserve the confidentiality of our trade
secrets and operate without infringing the valid anforceable patents and proprietary rights eflitharties. We also rely on know-how,
continuing technological innovation and in-licergsimpportunities to develop and maintain our prdgrieposition.

We seek to obtain domestic and international patestection, and endeavor to promptly file patepleations for new commercially
valuable inventions once the experimental datagsaayg for an application become available. We galydile international applications under
the Patent Cooperation Treaty, or PCT, within oaarafter the filing of a U.S. provisional applioat

As of January 31, 2014, we owned 14 issued U.&npaaind four allowed U.S. patent applicationst fssued patents in Europe, and 37
issued patents and seven allowed patent applicaitioother jurisdictions, as well as 32 pending.®visional and non-provisional patent
applications and 216 pending foreign patent apfiioa in Europe and other jurisdictions. As of JayB1, 2014, we also co-owned one U.S.
and 49 pending foreign patent applications withdbiaas well as one U.S. non-provisional and s€eegign patent applications with Silver
Creek. As of January 31, 2014, we had licensed 1d.&. patents and five pending U.S. patent apdics, as well as numerous foreign
counterparts to many of these patents and patgticapons. Of these licensed patents and patguiicgpions, we license the majority on an
exclusive basis, with the rest licensed non-exehlgito us. The exclusive licenses are, in somegdsnited to certain technical fields, for
example for medical and diagnostic purposes.

The patent portfolios for our six most advanceddpat candidates as of January 31, 2014 are sunmedaveow.

MM-398

Our MM-398 patent portfolio is wholly owned by usdaincludes two issued U.S. patents, two allowe8. [datent applications, and one
other pending U.S. patent application coveringdtposition of and methods of making and using M3&;3ll of which expire or, if issued,
will expire in 2025, except for one U.S. patent ané allowed application that expire in 2028. Radahternational patent applications have
issued or been allowed in seven countries andeardipg in Europe and a number of other countriees€ international patents and patent
applications, if issued, will expire in 2025. OuMvB98 portfolio further includes one pending PCTage and administration patent
application that is eligible for worldwide filinghat, if issued, will expire in 2033.

MM-121
Our MM-121 patent portfolio is wholly owned by weith the exception of:

. one method of use application that has beed fit the United States and 28 foreign jurisdictiamoridwide, which is co-owned
with Sanofi and, if issued, will expire in 202
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. four method of use applications that ar-owned with Sanofi that have been filed in 11 fongigrisdictions; anc

. one family of U.S. patents broadly coveringi-&#rbB3 antibodies, the last of which will expire2016, that are licensed non-
exclusively from the U.S. Public Health Servicelidsion of the U.S. Department of Health and HurSamvices

Our wholly owned MM-121 portfolio includes a U.Siraposition of matter patent, six issued foreigrepts, and one allowed and one
other pending U.S. patent application. In foreigmsdictions, one related patent is issued in Eeirapd five other jurisdictions, and two
applications are pending in Europe and 16 othésdigtions; these expire or, if issued, will expine2028.

Pending method of use and diagnostic patents $npthiitfolio also include:

. one U.S. provisional patent application thdt e used as the basis of a PCT application, fuckvinternational patents, if issued,
would expire in 2034

. one PCT application that is eligible for worldwifikings that, if issued, will expire in 203
. one U.S. and 16 foreign patent applications tifisdsued, will expire in 203z

. one U.S. and 10 foreign patent applications tifiadsued, will expire in 203z

. one U.S. and 17 foreign patent applications tifidgdsued, will expire in 2031; ar

. one issued U.S. patent and two pending U.S. paglications, related issued foreign patents irogerand four other jurisdictior
and related pending foreign applications in 12 ofhesdictions that, if issued, will expire in 202

MM-111

Our MM-111 patent portfolio includes five wholly owd, pending U.S. patent applications coveringctimeposition of, and method of
use and diagnostics for, MM-111 that, if issued| @ipire between 2029 and 2032. This portfolimatieludes one PCT application that
remains eligible for worldwide filings that, if ised, will expire in 2033. This portfolio also indies 50 related patent applications pending in
Europe and a number of other jurisdictions thagsgtied, will expire between 2028 and 2032.

In addition, this portfolio includes the followingatents licensed from the Regents:

. an exclusively licensed family of patents aatiept applications that expire or, if issued, &Kpire in 2023, including three issued
U.S. composition of matter patents, a pending drn8. European divisional application, an issued femo composition of matter
patent that has been validated in 15 European fatganization countries, two issued foreign patemd related applications

pending in a number of other countries;

. a non-exclusively licensed family of patentsl anpatent application that expire or, if issueil, @xpire in 2016, including granted
U.S. and European composition of matter patentsaarapplication pending in Canau

MM -302

Our MM-302 patent portfolio includes one wholly ogchpending U.S. non-provisional application ancerfareign dosage and
administration patent applications that, if issueill, expire in 2031; two PCT applications (one dumation therapy and one diagnostic) that
remain eligible for worldwide filings that, if ised, will expire in 2033; and two U.S. provisiongbtications (one combination therapy and
diagnostic) that may be used to establish non-prawval applications that, if issued, will expireA@34. This portfolio also includes the
following exclusively licensed issued U.S. patents:

. six composition of matter patents that expire betw2014 and 2019; ai
. one method of use patent that expires in 2
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In addition, this portfolio includes the followirexclusively licensed European patents:
. a composition of matter patent that expires in 2!
. a composition of matter and method patent thatrezpn 2019; an

. a composition of matter patent that expires in 2

Our licensed MM302 patent portfolio further includes several fgrecomposition of matter patents and patent afica that expire o
if issued, will expire between 2014 and 2017.

All of the licensed patents and patent applicatiaisted to MM-302 are licensed from the Regents.

MM-151

Our MM-151 patent portfolio is wholly owned and indes one U.S. and 10 foreign patent applicati@veiing compositions, methods
of use and diagnostics that is eligible for worldefilings that, if issued, will expire in 2032. i§lportfolio also consists of one pending U.S.
composition of matter and method of use patentiegibn and 13 related pending foreign applicatithvad, if issued, will expire in 2031, and
one allowed U.S. and a related pending Europeandsic patent application that, if issued, wilper in 2032.

MM-141

Our MM-141 patent portfolio is wholly owned and ststs of three pending patent applications. Orntbede pending patent applications
covers the principle and methods of co-targeting-R and ErbB3 in human disease and is pendingeitUS, Europe, Canada, Australia and
Japan, and if issued will expire no sooner thar02@3second patent family covering compositionsthods of use, and disease indications ha
an issued U.S. patent, a pending U.S. patent apiolic and is pending in Europe and 7 other for@igisdictions. These patents and patent
applications expire, or will expire, no sooner tf2@82. A third pending application is an internatibapplication that remains eligible for
worldwide filing in all PCT countries and coverswpositions, methods of use, disease indicationglamgl combination regimens related to
MM-141, and if issued will expire no sooner thar820

The term of individual patents depends upon thellegrm for patents in the countries in which tlaeg obtained. In most countries,
including the United States, the patent term ig&drs from the earliest filing date of a nprevisional patent application. In the United S¢at
patent’s term may be lengthened by patent termstdgnt, which compensates a patentee for admitvgtrdelays by the U.S. Patent and
Trademark Office in examining and granting a patentmay be shortened if a patent is terminallgldisned over an earlier filed patent. The
term of a patent that covers a drug, biologicablpa or medical device approved pursuant to a paeket approval, or PMA, may also be
eligible for patent term extension when FDA apptasa@ranted, provided statutory and regulatoryuresments are met. The length of the
patent term extension is related to the lengtlinoé the drug is under regulatory review while tla¢et is in force. The Drug Price Competit
and Patent Term Restoration Act of 1984, or theht&Vaxman Act, permits a patent term extensionpaoufive years beyond the expiration
date set for the patent. Patent extension cannehéxhe remaining term of a patent beyond a afta# years from the date of product
approval, only one patent applicable to each regulaeview period may be granted an extensionantg those claims reading on the
approved drug are extended. Similar provisionsaaedlable in Europe and other foreign jurisdictiom®xtend the term of a patent that covers
an approved drug. In the future, if and when owdpct candidates receive approval by the FDA agifpr regulatory authorities, we expect to
apply for patent term extensions on issued patsring those products, depending upon the leofotie 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 two ongoing oppositimteedings to European patents in the Europeamf@tfice to narrow or
invalidate the claims of patents owned by thirdipar For more information, see
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Item 3. Legal Proceedings in this Annual ReporForm 10-K. We have obtained favorable interim decis in both oppositions, which are
now under appeal. The ultimate outcome of thesesitipns remains uncertain. We are also awaresoiid or pending counterparts to some ¢
these European patents in the United States thabmeaelevant to our development and commerciatinadf MM-121. In addition, we are
aware of issued U.S. patents held by Genentech,dnGenentech, broadly covering methods of producertain types of recombinant
antibodies and related compositions for antiboaydpction that may be relevant to our developmedt@mmercialization of MM-121, MM-
151 and MM-141.

We rely, in some circumstances, on trade secrgisotect our technology. However, trade secretsbeadifficult to protect. We seek to
protect our proprietary technology and processepait, by confidentiality agreements with our eoygles, consultants, scientific advisors and
contractors. We also seek to preserve the integrityconfidentiality of our data and trade sedgteaintaining physical security of our
premises and physical and electronic security ofirfiermation technology systems. While we havefictance in these individuals,
organizations and systems, agreements or secuegmes may be breached, and we may not have aelegoeedies for any breach. In
addition, our trade secrets may otherwise becormeviror be independently discovered by competifbosthe extent that our consultants,
contractors or collaborators use intellectual propewned by others in their work for us, disputeay arise as to the rights in related or
resulting know-how and inventions.

Silver Creek

In August 2010, we acquired 12,000,000 shares 0é$A preferred stock of Silver Creek, a newlynied company, in exchange for our
grant to Silver Creek of technology licenses. Wenged to Silver Creek a royalty free license uradgtain antibody growth factor patent rights
to develop and commercialize products covered byitiensed patent rights. This license is exclusivBilver Creek for therapeutic or
diagnostic use in humans for the promotion of ongayeneration and co-exclusive with us for all otes. We also granted to Silver Creek
royalty free, non-exclusive licenses under cenpatent rights and know-how to use certain of oahtelogies for research and development
purposes. Either party may terminate the agreeimehe event of an uncured material breach by thergarty.

In August and December 2010, Silver Creek issuedsaid an aggregate of 4,189,904 additional shafritgs Series A preferred stock
price per share of $1.00 to other investors foaggregate purchase price of $4,189,904. In additiorbecember 21, 2012, Silver Creek
entered into a Note Purchase Agreement pursuamhitdh it issued convertible notes to various lesdwmhich did not include us, in aggregate
principal amounts of $1.6 million in December 20%2,3 million in February 2013 and $0.6 millionDecember 2013. The convertible notes
bore interest at 6%. The notes matured and cordjeateng with accrued interest of $0.1 million0ir,603,281 shares of Silver Creek Serie
preferred stock on December 31, 2013. As of JanBhy2014, we owned approximately 64% of the ontlitay capital stock of Silver Creek,
making Silver Creek a majority owned subsidianpofs.

Silver Creek is applying our Network Biology appechao the discovery and development of innovatiherdpeutics in the field of
regenerative medicine. In the future, we may carsidrming additional businesses or business tmiggply our Network Biology approach to
multiple additional disease areas outside the aggolield. We expect to do so in some cases, as Silver Creek, through the establishmer
separately funded companies.

Government Regulation

Government authorities in the United States, afederal, state and local level, and in other coestextensively regulate, among other
things, the research, development, testing, matwiadncluding any manufacturing changes, pacl@gtorage, recordkeeping, labeling,
advertising, promotion, distribution, marketing spapproval monitoring and reporting, import angan of pharmaceutical products,
biological products and medical devices, such asetwe are developing.
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United States drug and biological product approyabcess

In the United States, the FDA regulates drugs aolddical products under the Federal Food, Drug, @osmetic Act, or FDCA, the
Public Health Service Act, or PHSA, and implemegtiagulations. The process of obtaining regulatgprovals and the subsequent
compliance with appropriate federal, state, local Boreign statutes and regulations requires tipemditure of substantial time and financial
resources. Failure to comply with the applicablététhStates requirements at any time during thdysbdevelopment process, approval
process or after approval may subject an applimaatvariety of administrative or judicial sanctgisuch as the FDA's refusal to approve
pending applications, withdrawal of an approvalpasition of a clinical hold, issuance of untitledvearning letters, product recalls, product
seizures, total or partial suspension of produatiodistribution injunctions, fines, refusals ofugonment contracts, restitution, disgorgemer
profits, civil penalties and criminal prosecution.

The process required by the FDA before a drug @obical product may be marketed in the Unitede&tatenerally involves the
following:

. completion of preclinical laboratory tests,raal studies and formulation studies in compliandé the FDA’s good laboratory
practice, or GLP, regulation

. submission to the FDA of an IND, which must becaeffective before human clinical trials may bec¢
. approval by an independent institutional reviewrbpar IRB, at each clinical site before each tny be initiated

. performance of adequate and wahtrolled human clinical trials in accordance wgtiod clinical practices, or GCP, to establisk
safety and efficacy of the proposed drug or biaabproduct for each indicatio

. submission to the FDA of an NDA or BLA, as appliksl
. satisfactory completion of an FDA advisory comndtteview, if applicable

. satisfactory completion of an FDA inspectiortteé manufacturing facility or facilities at whithe product is produced to assess
compliance with cGMP requirements and to assurkthigsfacilities, methods and controls are adeqimpgeserve the drug's
identity, strength, quality and purity; a

. FDA review and approval of the NDA or BL,

We expect that all of our clinical product candaatother than MM-398, will be subject to reviewbasogical products under BLA
standards. We expect that MM-398 will be subjeaetdew as a drug under NDA standards. MM-302 dasthoth drug and biological
components. We believe that this combination prodilt be subject to review as a biological prodymirsuant to a BLA. However, it is
possible that the FDA could consider MM-302 subjeateview pursuant to an NDA.

Preclinical studies

Preclinical studies include laboratory evaluatibpmduct chemistry and formulation, as wellimawitro and animal studies to assess the
potential for adverse events and in some casestdablesh a rationale for therapeutic use. The conhdipreclinical studies is subject to federal
regulations and requirements, including GLP regoat An IND sponsor must submit the results ofgheclinical tests, together with
manufacturing information, analytical data, anyide clinical data or literature and a proposeat@col for clinical studies, among other
things, to the FDA as part of an IND. Some longrtg@reclinical testing, such as animal tests ofadpctive adverse events and
carcinogenicity, may continue after the IND is sutibed. An IND automatically becomes effective 3¢ slafter receipt by the FDA, unless
before that time the FDA raises concerns or questielated to one or more proposed clinical tidad places the trial on clinical hold. In such
a case, the IND sponsor and the FDA must resolyeatstanding concerns before the clinical trial bagin. As a result, submission of an
IND may not result in the FDA allowing clinical als to commence.
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Clinical trials

Clinical trials involve the administration of theviestigational new drug to human subjects—healtiiynteers or patients—under the
supervision of qualified investigators in accordamgth GCP requirements, which include, among othiegs, the requirement that all rese
subjects provide their informed consent in writhefore their participation in any clinical trialli@ical trials are conducted under written study
protocols detailing, among other things, the oljjestof the study, the parameters to be used intororg safety and the effectiveness criteria
to be evaluated. A protocol for each clinical taald any subsequent protocol amendments must battedbto the FDA as part of the IND. In
addition, an IRB at each institution participatinghe clinical trial must review and approve tharpfor any clinical trial before it commences
at that institution, and the IRB must conduct couitig review and reapprove the study at least diyndde IRB must review and approve,
among other things, the study protocol and inform@usent information to be provided to study suisje&n IRB may also require the clinical
trial at the site to be halted, either temporaoilypermanently, for failure to comply with the IRB’'equirements, or may impose other
conditions. An IRB must operate in compliance WADA regulations. Information about certain clinitéhls must be submitted within speci
timeframes to the National Institutes of Healthfablic dissemination on their ClinicalTrials.goebsite.

Human clinical trials are typically conducted imeth sequential phases, which may overlap or be icaub

. Phase 1The drug or biological product is initially introded into healthy human subjects or patients wightéinget disease or
condition and tested for safety, side effects daseat with increasing doses, pharmacological acadsorption, metabolism,
distribution, excretion and, if possible, to gamearly indication of its effectivenes

. Phase 2The drug or biological product is administered fordted patient population to identify common adse effects and safe
risks, to preliminarily evaluate the efficacy ottproduct for specific targeted diseases and terohitte dosage tolerance and
optimal dosage

. Phase 3The drug or biological product is administered mceapanded patient population in adequate and eoelirolled clinical
trials, typically at geographically dispersed diitrial sites, to generate sufficient data tdistigally confirm the efficacy and
safety of the product for approval, to permit ti2Arto evaluate the overall risk-benefit profiletbe product and to provide
adequate information for the labeling of the prad

Progress reports detailing the results of the @inirials must be submitted at least annualllh®RDA and more frequently if serious
adverse events occur. Phase 1, Phase 2 and Pblasied trials may not be completed successfulithim any specified period, or at all.
Furthermore, the FDA or the sponsor may suspemerorinate a clinical trial at any time on variousunds, including a finding that the
research subjects are being exposed to an unabtepealth risk. Similarly, an IRB can suspendeontinate approval of a clinical trial at its
institution if the clinical trial is not being condted in accordance with the IRB’s requirement tire drug has been associated with
unexpected serious harm to patients.

Disclosure of clinical trial informatior

Sponsors of clinical trials of FDA regulated protiyéncluding drugs, are required to register aisdldse certain clinical trial
information. Information related to the producttipat population, phase of investigation, studgs&nd investigators, and other aspects of th
clinical trial is then made public on the Clinica#ls.gov website as part of the registration. Sypos are also obligated to disclose the resu
their clinical trials after completion. Disclosuvéthe results of these trials can be delayed timtiinew product or new indication being studiec
has been approved. Competitors may use this pylalicilable information to gain knowledge regardihg progress of development progra

Marketing approva

Assuming successful completion of the requiredicdintesting, the results of the preclinical anidichl studies, together with detailed
information relating to the product’s pharmacolaipemistry, manufacture,
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controls and proposed labeling, among other thiagssubmitted to the FDA as part of an NDA or Bilefyuesting approval to market the
product for one or more indications. FDA approvialhe NDA or BLA is required before marketing oktproduct may begin in the United
States. Under federal law, the submission of m&A®land BLAs is additionally subject to a substalraipplication user fee, currently
exceeding $2,169,000, and the sponsor of an appfeiz\ or BLA is also subject to annual product astiblishment user fees, currently
exceeding $104,000 per product and $554,000 pablediment. These fees are typically increased ahynu

The FDA conducts a preliminary review of all NDAsdaBLAs within the first 60 days after receipt bef@accepting them for filing bas
on the agency'’s threshold determination that thieysafficiently complete to permit substantive esvi The FDA may request additional
information rather than accept an NDA or BLA fdirfg. In this event, the application must be resittad with the additional information. The
resubmitted application is also subject to reviefobe the FDA accepts it for filing. Once the sussion is accepted for filing, the FDA begins
an in-depth substantive review. The FDA has agteepecified performance goals in the review of NDa#d BLAs. Most such applications
for non-priority products are reviewed within tentivelve months after filing, and most applicatidospriority review products, that is, drugs
and biologics that the FDA determines represeigrafcant improvement over existing therapy, aggiewed in six to eight months after filir
The review process may be extended by the FDAhi@etadditional months to consider certain late¥stibd information or clarification
regarding information already provided in the sugsitn. The FDA may also refer applications for nalrags or biological products or
products that present difficult questions of safatgfficacy to an advisory committee, typicallpanel that includes clinicians and other
experts, for review, evaluation and a recommendai®to whether the application should be approvkd.FDA is not bound by the
recommendations of an advisory committee, butnisters such recommendations carefully when matt@misions.

Before approving an NDA or BLA, the FDA typicallyithinspect the facility or facilities where theqafuct is manufactured. The FDA
will not approve an application unless it deterrsitigat the manufacturing processes and facilitiesracompliance with cGMP requirements
and adequate to assure consistent production girtdtkict within required specifications. In additidefore approving an NDA or BLA, the
FDA will typically inspect one or more clinical si to assure compliance with GCP and integrithefdinical data submitted.

The testing and approval process requires subataintie, effort and financial resources, and eaely take many years to complete. Data
obtained from clinical activities are not alwaysclusive and may be susceptible to varying intdégti@ns, which could delay, limit or prevent
regulatory approval. The FDA may not grant appr@rab timely basis, or at all. We may encountdidaifties or unanticipated costs in our
efforts to develop our product candidates and gecacessary governmental approvals, which coulrydsl preclude us from marketing our
products.

After the FDA'’s evaluation of the NDA or BLA andspection of the manufacturing facilities, the FDAyrissue an approval letter or a
complete response letter. An approval letter aigbercommercial marketing of the drug or biologisadduct with specific prescribing
information for specific indications. A completesponse letter generally outlines the deficienaighé submission and may require substantic
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 #DA will issue an approval letter. The FDA hasaaitted to reviewing such
resubmissions in two or six months depending ortytpe of information included. Even with submissifrthis additional information, the
FDA ultimately may decide that the application doessatisfy the regulatory criteria for approval.

Even if the FDA approves a product, it may limi¢ tapproved indications for use for the productunegthat 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, requirsnteand surveillance programs to monitor the prodfier commercialization, or impose other
conditions,
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including distribution restrictions or other riskamagement mechanisms, which can materially affecpbtential market and profitability of t
product. The FDA may prevent or limit further matikg of a product based on the results of post-etastudies or surveillance programs.
After approval, some types of changes to the agat@roduct, such as changes in indications, maturfag changes and labeling, are subject
to further testing requirements and FDA review apgroval.

Fast track designatio

The FDA is required to facilitate the developmemi @xpedite the review of drugs and biologics #ratintended for the treatment of a
serious or life-threatening disease or conditianafhich there is no effective treatment and whiemdnstrate the potential to address unmet
medical needs for the condition. Under the fastktarogram, the sponsor of a new drug or biologicdidate may request the FDA to desig
the product for a specific indication as a fastkrproduct concurrent with or after the filing 6&tIND for the product candidate. The FDA
must determine if the product candidate qualifeasfst track designation within 60 days after figicef the sponsor’s request.

In addition to other benefits, such as the abtlityise surrogate endpoints and have greater itimmaavith the FDA, the FDA may
initiate review of sections of a fast track prodsiddDA or BLA before the application is completéhid rolling review is available if the
applicant provides and the FDA approves a schdduline submission of the remaining information émel applicant pays applicable user f
However, the FDA's time period goal for reviewingeat track application does not begin until the Eection of the NDA or BLA is
submitted. In addition, the fast track designatimay be withdrawn by the FDA if the FDA believestttiee designation is no longer supported
by data emerging in the clinical trial process.

Priority review

Under FDA policies, a product candidate may beildigfor priority review, or review within a six teight month time frame from the
time a complete application is accepted for filiRgoducts regulated by the FDA’s Center for Drugllation and Research, or CDER, are
eligible for priority review if they provide a sigitant improvement compared to marketed produtthé treatment, diagnosis or prevention o
a disease. Products regulated by the FDA’s CeateBiblogics Evaluation and Research are eligiblepfiority review if they provide a
significant improvement in the safety or effectieen of the treatment, diagnosis or preventionsefreous or life-threatening disease. A fast
track designated product candidate would ordinamiget the FDA'’s criteria for priority review.

Accelerated approve

Under the FDA'’s accelerated approval regulatiams,RDA may approve a drug or biologic for a serioukfe-threatening illness that
provides meaningful therapeutic benefit to patiemisr existing treatments based on a surrogateoémdihat 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 dftemeasured 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 clinicall$rito confirm the effect on the clinical endpofrgilure to conduct required post-approval
studies, or confirm a clinical benefit during pasarketing studies, would allow the FDA to withdréve drug from the market on an expedited
basis. All promotional materials for drug candidadg@proved under accelerated regulations are subjpdior review by the FDA.

Breakthrough therapy designati

The FDA is also required to expedite the develograed review of the application for approval of gisithat are intended to treat a
serious or life-threatening disease or conditiormgtpreliminary clinical evidence
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indicates that the drug may demonstrate substamtabvement over existing therapies on one or nebinécally significant endpoints. Under
the breakthrough therapy program, the sponsomefradrug candidate may request that the FDA detggha drug candidate for a specific
indication as a breakthrough therapy concurrertt,vait after, the filing of the IND for the drug alidate. The FDA must determine if the drug
candidate qualifies for breakthrough therapy destign within 60 days of receipt of the sponsorguest.

Orphan drugs

Under the Orphan Drug Act, the FDA may grant orptiarg designation to drugs or biologics intendeti¢at a rare disease or conditi
which is generally defined as a disease or conditiat affects fewer than 200,000 individuals iae tnited States. Orphan drug designation
must be requested before submitting an NDA or BAfier the FDA grants orphan drug designation, teeagic identity of the drug or biolog
and its potential orphan use are disclosed publiglthe FDA. Orphan drug designation does not cpm@avg 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-galusive 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 atiha, except in limited circumstances, such ascavéng of clinical superiority to the
product with orphan drug exclusivity in that itsisown 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 theenthenefits of orphan drug designation are taxityéol certain research and a waiver of the
NDA or BLA application user fe¢

Pediatric informatior

Under the Pediatric Research Equity Act of 2003N&#A, BLA or supplement to an NDA or BLA must cointalata that are adequate to
assess the safety and effectiveness of the drbplagical product for the claimed indications ihralevant pediatric subpopulations, and to
support dosing and administration for each pedistbpopulation for which the product is safe affective. The FDA may, on its own
initiative or at the request of the applicant, grdeferrals for submission of some or all pediatidta until after approval of the product for use
in adults, or full or partial waivers from the pattic data requirements. Unless otherwise requoseckgulation, the pediatric data requirement:
do not apply to products with orphan drug desigmati

The Hatch-Waxman Act
Abbreviated new drug applicatiol

In seeking approval for a drug through an NDA, @&gapits are required to list with the FDA each paamose claims cover the
applicant’s product. Upon approval of a drug, eaicthe patents listed in the application for theglis then published in the FDA’s Approved
Drug Products with Therapeutic Equivalence Evabretj 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 sameaatigredients in the same strengths and dosagedstime listed drug and has been shown
through bioequivalence testing to be therapeusieuivalent to the listed drug. Other than theunement for bioequivalence testing, ANDA
applicants are not required to conduct or subnsitlte of preclinical or clinical tests to prove gefety or effectiveness of their drug product,
other than the requirement for bioequivalencengsiDrugs approved in this way are commonly refetoeas “generic equivalents the listec
drug, and can often be substituted by pharmacigisuprescriptions written for the original listeéiig.
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The ANDA applicant is required to certify to the ABoncerning any patents listed for the approvextipct in the FDA’s Orange Book.
Specifically, the applicant must certify that:

. the required patent information has not been fi
. the listed patent has expire
. the listed patent has not expired, but will exginea particular date and approval is sought afiégmd expiration; o

. the listed patent is invalid or will not be infried by the new produc

A certification that the new product will not infige the already approved product’s listed patentisad such patents are invalid is called
a Paragraph IV certification. If the ANDA applicaddes not challenge the listed patents, the ANDWneit be approved until all the listed
patents claiming the referenced product have edpire

If the ANDA applicant has provided a Paragraph évtification to the FDA, the applicant must alsadg@otice of the Paragraph IV
certification to the NDA and patent holders onae ANDA has been accepted for filing by the FDA. THRA and patent holders may then
initiate a patent infringement lawsuit in respotwséhe notice of the Paragraph IV certificationeThing of a patent infringement lawsuit
within 45 days after the receipt of a ParagrapleéXtification automatically prevents the FDA froppaoving the ANDA until the earlier of 30
months, expiration of the patent, settlement ofldlwesuit or a decision in the infringement case th&avorable to the ANDA applicant.

The ANDA also will not be approved until any applite non-patent exclusivity, such as exclusivitydbtaining approval of a new
chemical entity, listed in the Orange Book for therenced product has expired. Federal law prevideeriod of five years following approval
of a drug containing no previously approved actingredients during which ANDAs for generic versiafghose drugs cannot be received by
the FDA unless the submission contains a Paragkaphallenge to a listed patent, in which caseghiemission may be made four years
following the original product approval. If thereno listed patent in the Orange Book, there mayaa Paragraph 1V certification, and thus,
no ANDA may be filed before the expiration of thekisivity period. Federal law provides for a pelriaf three years of exclusivity following
approval of a listed drug that contains previowgproved active ingredients but is approved inva desage form, route of administration or
combination, or for a new use, the approval of Wwhi@s required to be supported by new clinicalg¢ri@nducted by or for the sponsor, during
which the FDA cannot grant effective approval of/DA based on that listed drug. Under the BestrPlageuticals for Children Act, federal
law also provides that periods of patent and ndefganarketing exclusivity listed in the Orange Bdor a drug may be extended by six
months if the NDA sponsor agrees to conduct andrtem pediatric studies identified by the FDA iwetten request within the statutory
timeframes. Applications under the BPCA are treateg@riority applications, with all the benefitathilesignation confers.

Patent term extensic

After NDA approval, owners of relevant drug patemtsy apply for up to a five year patent term extamsThe allowable patent term
extension is calculated as half of the deuggsting phase, based on the time between INDcagiph and NDA submission, and all of the rev
phase, based on the time between NDA submissiomgmaval up to a maximum of five years. The tiraa be shortened if the FDA
determines that the applicant did not pursue agnith due diligence. The total patent term after extension may not exceed 14 years.

For patents that might expire during the applicapbase, the patent owner may request an interiempgerm extension. An interim
patent term extension increases the patent terambyear and may be renewed up to four times. & eterim patent term extension
granted, the post-approval patent term extensioedsced by one year. The director of the UnitedeStPatent and Trademark Office must
determine that approval of the drug covered byp#itent for which a patent term extension is betmgght is likely. Interim patent term
extensions are not available for a drug for whichN®A has not been submitted.
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Section 505(b)(2) new drug applications

Most drug products obtain FDA marketing approvaispant to an NDA or an ANDA. A third alternativedaspecial type of NDA,
commonly referred to as a Section 505(b)(2) NDAichtenables the applicant to rely, in part, onRB&\’'s previous approval of a similar
product, or published literature, in support ofafgplication.

Section 505(b)(2) NDAs often provide an alternathgo FDA approval for new or improved formulatoor new uses of previously
approved products. Section 505(b)(2) permits tiegfiof an NDA where at least some of the informatiequired for approval comes from
studies not conducted by or for the applicant amdvhich the applicant has not obtained a rightedéérence. If the Section 505(b)(2) applicant
can establish that reliance on the FBAtrevious approval is scientifically appropriatenay eliminate the need to conduct certain précdil o1
clinical studies of the new product. The FDA masoalequire companies to perform additional studie®easurements to support the change
from the approved product. The FDA may then apptbeenew product candidate for all or some of gl indications for which the
referenced product has been approved, as welranjonew indication sought by the Section 505(b3¢#licant.

To the extent that the Section 505(b)(2) applitgsuneélying on studies conducted for an already aygal product, the applicant is required
to certify to the FDA concerning any patents listeidthe approved product in the Orange Book tostirae extent that an ANDA applicant
would. As a result, approval of a Section 505(bNBDA can be stalled until all the listed paten@irling the referenced product have expired,
until any nonpatent exclusivity, such as exclusivity for obtamiapproval of a new chemical entity, listed in @mnge Book for the referenc
product has expired, and, in the case of a Paradxépertification and subsequent patent infringatrauit, until the earlier of 30 months,
settlement of the lawsuit or a decision in theingfement case that is favorable to the Sectiontj(®B) applicant.

Combination products

A combination product is a product comprised ofip or more regulated components (i.e., drug/de\hinlogic/device, drug/biologic
drug/device/biologic) that are physically, chemigabr otherwise combined or mixed and produced amgle entity; (ii) two or more separate
products packaged together in a single package aruait and comprised of drug and device proddetgice and biological products, or
biological and drug products; (iii) a drug, devioe biological product packaged separately thabw@ting to its investigational plan or proposed
labeling is intended for use only with an approiraividually specified drug, device, or biologigaioduct where both are required to achieve
the intended use, indication, or effect and whepen approval of the proposed product, the labedirttpe approved product would need to be
changed (e.g., to reflect a change in intendeddesgge form, strength, route of administratiorsignificant change in dose); or (iv) any
investigational drug, device, or biological prodpetkaged separately that according to its propladeding is for use only with another
individually specified investigational drug, deviag biological product where both are requireaddbieve the intended use, indication, or
effect.

The FDA is divided into various branches, or Cegitby product type. Different Centers typicallyissv drug, biologic or device
applications. In order to review an application&orombination product, the FDA must decide whiem@r should be responsible for the
review. FDA regulations require that the FDA detimerthe combination produstprimary mode of action, or PMOA, which is thegéénmode
of a combination product that provides the mostdrtgnt therapeutic action of the combination pradiibe Center that regulates that portion
of the product that generates the PMOA or thatexagrtise in the relevant therapeutic area becdheelead evaluator. If there are two
independent modes of action, neither of which zosdinate to the other, the FDA makes a deterntnads to which Center to assign the
product based on consistency with other combingifoducts raising similar types of safety and dffemess questions or to the Center with
the most expertise in evaluating the most significafety and effectiveness questions raised bgdhwination product. When evaluating an
application, a lead Center may consult other Ceriat still retain complete reviewing authority,iobmay collaborate with another Center, by
which the lead Center assigns review of a speséation of the application to another Center, dalag its review authority for that section.
Typically, the FDA requires
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a single marketing application submitted to the t€eselected to be the lead evaluator, althouglagieacy has the discretion to require sep
applications to more than one Center. One reasealimit multiple evaluations is if the applicanshés to receive some benefit that accrues
only from approval under a particular type of apglion, like new drug product exclusivity. If muplie applications are submitted, each
application may be evaluated by a different leadt&e

Biosimilars law

The Biologics Price Competition and Innovation AE2009, or BPCIA, amended the PHSA to create alimmsure framework for
biosimilar products, which could ultimately subjectr biological products to competition. Under BRCIA, a manufacturer may submit an
application for licensure of a biologic productttig“biosimilar to” or “interchangeable with” afexenced, branded biologic product.
Previously, there had been no licensure pathwaguoh biosimilar or interchangeable products. Rroppses of the BPCIA, a reference pro
is defined as the single biological product licehsader a full BLA against which a biological pradis evaluated in an application submitted
under a follow-on BLA. Biosimilarity sufficient teeference a prior FDA-approved product requirestiinare be no differences in conditions of
use, route of administration, dosage form, andhgtte and no clinically meaningful differences beén the biological product and the
reference product in terms of safety, purity, antepcy. Biosimilarity must be shown through analgtistudies, animal studies, and at least
clinical study, absent a waiver by the SecretarthefU.S. Department of Health & Human Serviceidsimilar product may be deemed
interchangeable with a prior approved productifdets the higher hurdle of demonstrating tharit lse expected to produce the same clinica
results as the reference product and, for procadrtsinistered multiple times, the biologic and teference biologic may be switched after one
has been previously administered without increasafgty risks or risks of diminished efficacy relatto exclusive use of the reference
biologic. No biosimilar or interchangeable produtése been approved under the BPCIA to date. Coxitiple associated with the larger, and
often more complex, structures of biological pradueas well as the process by which such produetsmanufactured, pose significant hurdles
to implementation which are still being evaluatgdiiee FDA.

The BPCIA also created a 12-year period of refezgaroduct exclusivity, which can be extended tol22years with pediatric
exclusivity. The 12-year exclusivity period begorsthe date of first licensure of the referencedpod under the PHSA and during which the
licensure of a follow-on application for a biosiarilor interchangeable product cannot be made aféeduring the first four years (or four and
one-half years with pediatric exclusivity) of th2-§ear period, an application for a biosimilar mterchangeable version of the reference
product cannot be submitted to the FDA.

The BPCIA includes limits on obtaining 12-year refece product exclusivity for certain changes odifications to the reference
product. A separate 12-year reference product sixity period does not apply to:

. a BLA supplement for the product that is the rafeseproduct

. a subsequent BLA filed by the same reference prtoshansor or manufacturer (or a licensor, predecessnterest, or other relat
entity) for a change (not including a modificatimnthe structure of the biological product) thatuks in a new indication, route of
administration, dosing schedule, dosage form, defigystem, delivery device or strength

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

The FDA has not yet issued proposed regulatiorimgebrth its interpretation of the BPCIA’s excluisy provisions and it is unclear
when the FDA will do so.

In addition to creating a 12-year period of refeeproduct exclusivity, the BPCIA clarifies thedrdction of that exclusivity with orphan
drug exclusivity, such that the licensure of a bkar or interchangeable version of a referenaalpct that was designated and approved as
orphan drug may only occur after the later of the
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expiration of any applicable seven-year orphan éxausivity or the 12-year reference product esidlity (or seven and one-half years and 12
1/2years with pediatric exclusivity).

Like pediatric exclusivity applicable to drug prats approved under the FDCA, pediatric exclusigipplicable 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 laternh@ne months prior to the expiration of such petioat the study reports a BLA sponsor
submitted in response to a written request forateidistudies met the terms of that request.

Our investigational biological products, if apprdyeould be considered reference products entitld®-year exclusivity. Even if our
products are considered to be reference produgiblelfor exclusivity, another company could mareompeting version of any of our
biological products if the FDA approves a full Blifér such product containing the sponsor’s own pnéxdl data and data from adequate and
well-controlled clinical trials to demonstrate tsafety, purity and potency of their product.

The BPCIA also sets forth a complex mechanismédeolving patent disputes that involves a step-eis#ange of information prior to
the initiation of a patent infringement lawsuit agg 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 developin@ vitro andin vivocompanion diagnostics for use in selecting theepédithat we believe will respond to our cancer
therapeutics.

FDA officials have indicated that the agency in®ta publish guidance that, when finalized, wouddrass issues critical to developing
in vitro companion diagnostics, such as biomarker qualifinaestablishing clinical validity, the use ofnetpective data, the appropriate
patient population and when the FDA will requirattthe device and the drug be approved simultamgolise draft guidance issued in July
2011 states that if safe and effective use of epautic depends on amvitro diagnostic, then the FDA generally will require epgl or
clearance of the diagnostic at the same time tlegaFDA approves the therapeutic. Although stilliraft, this guidance represents the FDA’s
current practice. The FDA has yet to issue finatlgnce, and it is unclear when it will do so, oravthe scope would be.

The FDA previously has requiréa vitro companion diagnostics intended to select the patiho will respond to the cancer treatmet
obtain PMA, simultaneously with approval of the glar licensure of the biologic. Based on the dgaftiance, and the FDA’past treatment «
companion diagnostics, we believe that the FDA rifjuire one or more of our vitro companion diagnostics to obtain PMA for our
companion diagnostics to identify patient populagisuitable for our cancer therapies, such amthgro companion diagnostic for MM-121.
The review of thesi vitro companion diagnostics in conjunction with the rewi our cancer treatments involves coordinationesfew by
CDER and by the FDA's Center for Devices and Radjmlal Health Office of In Vitro Diagnostics and dRalogical Health.

Ourin vivocompanion diagnostics, which are in the form ofgimg agents, are regulated as drugs by CDER arsljcis are generally
subject to the regulatory requirements applicablether new drug candidates.

PMA pathway

A medical device, including an vitro diagnostic, or IVD, to be commercially distributiecthe United States must receive either 510(k)
clearance or PMA (or be a Class | exempt devicedbas not require pre-market review) from the FDidr to marketing. Devices deemed by
the FDA to pose the greatest risk, such as
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life-sustaining, life supporting or implantable é@ms, or devices deemed not substantially equivatea previously 510(k) cleared device or a
preamendment class Il device for which PMA appglaras have not been called, are placed in Claggdjuiring PMA. The PMA pathway
requires proof of the safety and effectiveneshiefdevice to the FDA'’s satisfaction. The PMA patinganerally takes from one to three years
or even longer from submission of the application.

A PMA application for an IVD must provide extensipeeclinical and clinical trial data. Preclinicatd for an IVD includes many
different tests, including how reproducible theutessare when the same sample is tested multiplestiby multiple users at multiple
laboratories. The clinical data need to establisth the test is sufficiently safe, effective ankbide in the intended use population. In addition,
the FDA must be convinced that a device has clinitibty, meaning that an IVD provides informatidimat is clinically meaningful. A
biomarker’s clinical significance may be obviousttre applicant may be able to rely upon publisitedature or submit data to show clinical
utility.

A PMA application also must provide information abthe device and its components regarding, amtmegy ¢hings, device design,
manufacturing and labeling. The sponsor must pagpatication fee.

As part of the PMA review, the FDA will typicallpspect the manufacturerfacilities for compliance with Quality System Réagion, or
QSR, requirements, which impose elaborate desigtralptesting, control, documentation and othealiy assurance procedures.

Upon submission, the FDA determines if the PMA aaplon is sufficiently complete to permit a sulvdiee review, and, if so, the FDA
accepts the application for filing. The FDA themrooences an in-depth review of the PMA applicatiime entire process typically takes one
to three years, but may take longer. The reviewve tisroften significantly extended as a result efffDA asking for more information or
clarification of information already provided. TR®A also may respond with a not approvable deteation based on deficiencies in the
application and require additional clinical tritiet are often expensive and time-consuming andchstantially delay approval.

During the review period, an FDA advisory commiftggically a panel of clinicians, likely will beooivened to review the application
and recommend to the FDA whether, or upon whatitiong, the device should be approved. AlthoughRB&\ is not bound by the advisory
panel decision, the panel’'s recommendation is itapoto the FDA's overall decision making process.

If the FDA's evaluation of the PMA application &vorable, the FDA typically issues an approvakteteequiring the applicant’s
agreement to specific conditions, such as chamgkebeling, or specific additional information, sues submission of final labeling, in order to
secure final approval of the PMA. If the FDA coraédis that the applicable criteria have been met:-Bw will issue a PMA for the approved
indications, which can be more limited than thodginally sought by the manufacturer. The PMA cadlide post-approval conditions that the
FDA believes necessary to ensure the safety ardteféness of the device, including, among othieigh restrictions on labeling, promotion,
sale and distribution. Failure to comply with tlenditions of approval can result in material adeessforcement action, including the loss or
withdrawal of the approval.

Even after approval of a PMA, a new PMA or PMA sigppent may be required in the event of a modifazato the device, its labeling
or its manufacturing process. Supplements to a PIitén require the submission of the same typefofimation required for an original PMA,
except that the supplement is generally limitethtinformation needed to support the proposedgdhénom the product covered by the
original PMA.

Clinical trials

A clinical trial is almost always required to supipa PMA application.

All clinical studies of investigational devices mire conducted in compliance with the FDA'’s requieats. If an investigational device
could pose a significant risk to patients pursuarDA regulations,
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the FDA must approve an Investigational Device Eptom, or IDE, application prior to initiation ofivestigational use. VD trials usually do
not require an IDE, as the FDA does not judge tteeiye a significant risk because the results daffett the patients in the study. However,
for a trial where the IVD result directs the thexapc care of patients with cancer (companion diatjos), we believe that the FDA would
consider the investigation to present significask and require an IDE.

An IDE application must be supported by approprigta, such as laboratory test results, showingttisasafe to test the device in
humans and that the testing protocol is scientifimund. The FDA typically grants IDE approvat fospecified number of patients. A
nonsignificant risk device does not require FDArappl of an IDE. Both significant risk and nonsifjcént risk investigational devices require
approval from IRBs at the study centers where thaog will be used.

During the trial, the sponsor must comply with Ei2A’s IDE requirements for investigator selectitnial monitoring, reporting and
record keeping. The investigators must obtain patigormed consent, rigorously follow the investignal plan and study protocol, control
disposition of investigational devices and complthvall reporting and record keeping requiremeRt$or to granting PMA, the FDA typically
inspects the records relating to the conduct okthdy and the clinical data supporting the PMAli@gtion for compliance with applicable
requirements.

Although the QSR does not fully apply to investigaal devices, the requirement for controls ongiesind development does apply. The
sponsor also must manufacture the investigatiogake in conformity with the quality controls deiberd in the IDE application and any
conditions of IDE approval that the FDA may impegéh respect to manufacturing.

Pos-market

After a device is on the market, numerous regwateguirements apply. These requirements incldge @SR, labeling regulations, the
FDA's general prohibition against promoting produftr unapproved or “off label” uses, the Medica&vize 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 thepRes of Corrections and Removals regulat
which requires manufacturers to report recallsfaid actions to the FDA if initiated to reduceiskrto health posed by the device or to rerr
a violation of the FDCA.

The FDA enforces these requirements by inspectiohnaarket surveillance. If the FDA finds a violatjdt can institute a wide variety of
enforcement actions, ranging from a public warréiter to more severe sanctions such as: finasndations and civil penalties; recall or
seizure of products; operating restrictions, pbstigpension or total shutdown of production; refgsequests for PMA of new products;
withdrawing PMAs already granted; and criminal gasion.

Other regulatory requirements

Any drug or biological products manufactured otritisited by us pursuant to FDA approvals are suligepervasive and continuing
regulation by the FDA, including, among other thlingequirements relating to recordkeeping, periogiorting, product sampling and
distribution, advertising and promotion and repagytof adverse experiences with the product. Afpgrraval, most changes to the approved
product, such as adding new indications or othegliag claims are subject to prior FDA review ampgprval.

The FDA may impose a number of post-approval requénts as a condition of approval of an NDA or BEar example, the FDA may
require post-marketing testing, including phasériaal trials, and surveillance to further assasd monitor the product’s safety and
effectiveness after commercialization.
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Regulatory approval of oncology products often mezpithat patients in clinical trials be followenl fong periods to determine the OS benefit
of the drug or biologic.

In addition, drug and biologic manufacturers artteoentities involved in the manufacture and disttion of approved drugs and
biological products are required to register tlesiablishments with the FDA and state agenciesaendubject to periodic unannounced
inspections by the FDA and these state agenciesfapliance with cGMP requirements. Changes tortheufacturing process are strictly
regulated and often require prior FDA approval befoeing implemented. FDA regulations also requivestigation and correction of any
deviations from cGMP and impose reporting and damntation requirements upon us and any third-paggufacturers that we may decide to
use. Accordingly, manufacturers must continue fgeex! time, money and effort in the areas of prddoaind quality control to maintain
cGMP compliance.

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

. restrictions on the marketing or manufacturinghaf product, complete withdrawal of the product frilv@ market or product reca
. fines, untitled and warning letters or holds ont-approval clinical trials

. refusal of the FDA to approve pending applimasi or supplements to approved applications, greswuson or revocation of product
license approvals

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

. consent decrees, injunctions or the impositioniaf or criminal prosecution

The FDA strictly regulates marketing, labeling, adising and promotion of products that are plamedhe market. Drugs and biologics
may be promoted only for the approved indicatioms ia accordance with the provisions of the appddebel. The FDA and other agencies
actively enforce the laws and regulations prohibjtihe promotion of off label uses, and a compéaay is found to have improperly promoted
off label uses may be subject to significant lidypil

Additional provisions
Anti-kickback and false claims laws

In addition to FDA restrictions on marketing of pmaceutical products, several other types of statefederal laws have been applied tc
restrict certain marketing practices in the phamugical industry in recent years. These laws ineladti-kickback statutes and false claims
statutes. The federal healthcare program anti-kicklstatute prohibits, among other things, knowiragid willfully offering, paying, soliciting
or receiving remuneration to induce or in returngarchasing, leasing, ordering or arranging ferplrchase, lease or order of any healthcare
item or service reimbursable under Medicare, Mddioa other federally financed healthcare prografie Patient Protection and Affordable
Care Act, or the PPACA, amended the intent eleraktite federal statute so that a person or entitionger needs to have actual knowledg
the statute or specific intent to violate it. Thiatute has been interpreted to apply to arrangesnbetween pharmaceutical manufacturers o
one hand and prescribers, purchasers and formmlanagers on the other. Violations of the anti-kardbstatute are punishable by
imprisonment, criminal fines, civil monetary peimegdtand exclusion from participation in federal lte@are programs. Although there are a
number of statutory exemptions and regulatory kafbors
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protecting certain common activities from prosemutdr other regulatory sanctions, the exemptionksafe harbors are drawn narrowly, and
practices that involve remuneration intended taiggprescribing, purchases or recommendations maylject to scrutiny if they do not
qualify for an exemption or safe harbor.

Federal false claims laws prohibit any person figrawingly presenting, or causing to be presentddise claim for payment to the
federal government, or knowingly making, or caudim¢pe made, a false statement to have a falsm gaid. Recently, several pharmaceutical
and other healthcare companies have been prosamuded these laws for allegedly inflating drug pac¢hey 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 wouldfbdleral programs for the product. In addition, @ermarketing practices, including off-label
promotion, may also violate false claims laws. Aiddially, the PPACA amended the federal false ciaiaw such that a violation of the fede
healthcare program anti-kickback statute can saswe basis for liability under the federal falsgrols law. The majority of states also have
statutes or regulations similar to the federal-&itkback law and false claims laws, which applytémns and services reimbursed under
Medicaid and other state programs, or, in seveatés, apply regardless of the payor.

Physician drug sample

As part of the sales and marketing process, phauti@al companies frequently provide samples of@ggd 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 distributorgiscription drugs unless the state licensing arogmeets certain federal guidelines that
include minimum standards for storage, handlingraedrd keeping. In addition, the PDMA sets foritfil@and criminal penalties for
violations.

Foreign regulation

In order to market any therapeutic or diagnostadpct outside of the United States, we would neexbtnply with numerous and varyi
regulatory requirements of other countries regaydmfety and efficacy and governing, among othiegt clinical trials, marketing
authorization, commercial sales and distributiolwf products. Whether or not we obtain FDA appkéeaa product, we would need to obt
the necessary approvals by the comparable regulatdhorities of foreign countries before we camomence clinical trials or marketing of the
product in those countries. The approval procesgev&om country to country and can involve adudfiil product testing and additional
administrative review periods. The time requiredbtain approval in other countries might diffesrfr and be longer than that required to
obtain FDA approval. Regulatory approval in onerdopdoes not ensure regulatory approval in anothdara failure or delay in obtaining
regulatory approval in one country may negativeipact the regulatory process in others.

To date, other than applying for and being grawoigdhan medicinal product designation and obtaimitigice from the Scientific Advice
Working Party of the EMA in the European Union f8M-398 for the treatment of pancreatic cancer, we Ima¢énitiated any discussions w
the EMA or any other foreign regulatory authoritieish respect to seeking regulatory approval for ahour products in Europe or in any ot
country outside the United States.

The EMA grants orphan medicinal product designatiopromote the development of products that mégr afierapeutic benefits for life-
threatening or chronically debilitating conditioaffecting not more than five in 10,000 people ia Buropean Union. In addition, orphan
medicinal product designation can be granted ifdihugy is intended for a life threatening, seriowdilitating or serious and chronic condition
and without incentives it is unlikely that salegtod drug in the European Union would be suffictenustify developing the drug. Orphan
medicinal product designation is only availabléhére is no other satisfactory method approvetiénBuropean Union of diagnosing,
preventing or treating the condition, or if suctmathod exists, the proposed orphan medicinal prtaglilidoe of significant benefit to patients.
Orphan medicinal product designation provides ofymities for
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free protocol assistance and fee reductions foesscto the centralized regulatory procedures. Qrpiedicinal product designation also
provides ten years of market exclusivity followidgig approval. The exclusivity period may be reduitesix years if the designation criteria
are no longer met, including where it is shown thatproduct is sufficiently profitable not to jifgtmaintenance of market exclusivity.

New legislation and regulation

From time to time, legislation is drafted, introédcand passed in Congress that could significahtiyge the statutory provisions
governing the testing, approval, manufacturing enadketing of products regulated by the FDA. Fomepke, the BPCIA and the Food and
Drug Administration Safety and Innovation Act, betFDASIA, were enacted in 2010 and 2012, respalgtiThe FDASIA is a broad,
sweeping law that establishes new user fee progamchprovides the FDA with new authority in theaaref drugs, biologics and medical
devices. In particular, the FDASIA provides the Fivh new inspection authorities. A drug or biologyill be considered adulterated, with
possible resulting civil and criminal penaltiesti& owner or operator of the establishment whesemade, processed, packed or held delays,
denies, limits or refuses inspection. The FDASIgoaleplaces the biennial inspection schedule feggland biologics with a risk-based
inspection schedule. The law grants the FDA auty¢wirequire a drug or biologics manufacturer tovide, in advance or instead of an
inspection, and at the manufacturer’s expenseresords or other information that the agency mégtise inspect at the facility. The
FDASIA also permits the FDA to share inspectiominiation with foreign governments under certaigwinstances. The FDASIA also
provides the FDA with additional authority to exeecagainst manufacturers of drugs or biologics dha not adhering to pediatric study
requirements, which apply even if the manufactigemt seeking to market the drug or biologic tdipt&ic patients. As of April 2013, the FL
must issue non-compliance letters to companiesdehoot meet the pediatric study requirements. Tmepany has an opportunity to respond,
and the non-compliance letter and company respwiliseecome publicly available. The FDASIA is compgland has yet to be interpreted and
implemented by the FDA. In the area of compani@gdostics, FDA officials indicated in 2010 that #gency planned to issue two guidances
in this area. The FDA issued one draft guidanciulg 2011. The FDA has yet to issue a second duaftance and may decide not to issue a
second draft guidance or finalize the existing dgafdance. As a result, its ultimate impact, inmpdmtation and meaning are subject to
uncertainty.

In addition to new legislation, FDA regulations gmalicies are often revised or interpreted by thergy in ways that may significantly
affect our business and our products. It is imfmedb predict whether further legislative chang@sbe enacted or whether FDA regulations,
guidance, policies or interpretations changed aatvite effect of such changes, if any, may be.

Pharmaceutical coverage, pricing and reimbursems

Significant uncertainty exists as to the coveragg r@imbursement status of any drug products fachwvve obtain regulatory approval.
Sales of any of our product candidates, if approwéltidepend, in part, on the extent to which tlosts of the products will be covered by
third-party payors, including government healthgreans such as Medicare and Medicaid, commercidithiesurers and managed care
organizations. The process for determining whethgayor will provide coverage for a drug producyrba separate from the process for
setting the price or reimbursement rate that thy@pwaill pay for the drug product once coveragapproved. Third-party payors may limit
coverage to specific drug products on an approggdolr formulary, which might not include all dfe approved drugs for a particular
indication.

In order to secure coverage and reimbursemeninfppeoduct that might be approved for sale, we megd to conduct expensive
pharmacoeconomic studies in order to demonstratentrdical necessity and cost-effectiveness of theéyet, in addition to the costs required
to obtain FDA or other comparable regulatory apptevOur product candidates may not be consideestiaally necessary or cosffective. A
payor’s decision to provide coverage for a drugdpod does not imply that an adequate reimbursenagewill be approved. Third-party
reimbursement may not be sufficient to enable umamtain price levels high enough to realize gorapriate return on our investment in
product development.
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The containment of healthcare costs has becomierityof federal, state and foreign governments] the prices of drugs have been a
focus in this effort. Third-party payors are ingi@ly challenging the prices charged for medicabpcts and services and examining the
medical necessity and cost-effectiveness of megicalucts and services, in addition to their safetst efficacy. If these third-party payors do
not consider our products to be cost-effective camag to other available therapies, they may noécour products after approval as a benefit
under their plans or, if they do, the level of payrhmay 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 containmpragrams to limit the growth of
government-paid health care costs, including pr@#rols, restrictions on reimbursement and requéngts for substitution of generic products
for branded prescription drugs. Adoption of suchtoals and measures, and tightening of restrigiiviécies 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 widely fcoomtry to country. Some countries provide thagdstoducts may be marketed
only after a reimbursement price has been agremdeS&ountries may require the completion of addéistudies that compare the cost-
effectiveness of a particular product candidateutmently available therapies. For example, theopean Union provides options for its men
states to restrict the range of drug products foickvtheir national health insurance systems pvimbursement and to control the prices of
medicinal products for human use. European Uniombeg states may approve a specific price for a graguct or may instead adopt a
system of direct or indirect controls on the putfitity of the company placing the drug producttioa market. Other member states allow
companies to fix their own prices for drug produbist monitor and control company profits. The dexand pressure on health care costs in
general, particularly prescription drugs, has bez@ery intense. As a result, increasingly highibesrare being erected to the entry of new
products. In addition, in some countries, crossiboimports from lowpriced markets exert competitive pressure that redyce pricing withi
a country. There can be no assurance that anyryaimat has price controls or reimbursement linota for drug products will allow favorab
reimbursement and pricing arrangements for anyuofpooducts.

The marketability of any products for which we rigeeregulatory approval for commercial sale mayesuf the government and third-
party payors fail to provide adequate coverageraimdbursement. In addition, an increasing emphasismanaged care in the United States ha
increased and we expect will continue to increbsetessure on drug pricing. Coverage policiesgparty reimbursement rates and drug
pricing regulation may change at any time. In paitr, the Patient Protection and Affordable Cacewas enacted in the United States in
March 2010 and contains provisions that may rediegorofitability of drug products, including, fexample, increased rebates for drugs sold
to Medicaid programs, extension of Medicaid reb&ddgledicaid managed care plans, mandatory dissdontertain Medicare Part D
beneficiaries and annual fees based on pharmaakatimpanies’ share of sales to federal health pargrams. Even if favorable coverage anc
reimbursement status is attained for one or mavdymts for which we receive regulatory approvalsléavorable coverage policies and
reimbursement rates may be implemented in thedutur

Employees

As of January 31, 2014, we had 254 full-time emp&sg; including a total of 86 employees with M.DP&rD. degrees. Of these full-time
employees, 216 employees are engaged in reseanadipgment and manufacturing. None of our emplojeespresented by a labor union or
covered by collective bargaining agreements. Wesiden our relationship with our employees to bedjoo

Our Corporate Information

We were originally incorporated in the CommonwealtiMassachusetts in 1993 and reincorporated uhédaws of the State of
Delaware in October 2010. Our principal executiffces are located at One Kendall Square, SuiteOB7Zambridge, MA 02139, and our
telephone number is (617) 441-1000.
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Information Available on the Internet

We maintain a website with the addressw.merrimackpharma.com/e are not including the information containedooin website as a
part of, or incorporating it by reference intostinnual Report on Form 10-K. Our annual report&omm 10-K, quarterly reports on Form 10-
Q, current reports on Form 8-K, and all amendmtmthose reports, are available to you free of ghahrough the “SEC Filings” section of
our website as soon as reasonably practicabletafise materials have been electronically filedhwarr furnished to, the Securities and
Exchange Commission, or the SEC. We also makeadlaibn our website our corporate governance gagglthe charters for our audit
committee, corporate governance and nominating dtteemorganization and compensation committeeexedutive committee, and our code
of business conduct and ethics, which applies talactors, officers and employees, and such imédion is available in print and free of
charge to any of our stockholders who requests addition, we intend to disclose on our websitg amendments to, or waivers from, our
code of business conduct and ethics that are esjtirbe publicly disclosed pursuant to rules ef SEC.
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Item 1A. Risk Factors
Risks Related to Our Financial Position and Need foAdditional Capital

We have incurred significant losses since our intiep. We expect to incur losses for the foreseedbleire and may never achieve or
maintain profitability.

Since inception, we have incurred significant opegalosses. Our net loss was $130.7 million far year ended December 31, 2013,
$91.8 million for the year ended December 31, 281@ $79.7 million for the year ended December 8112 As of December 31, 2013, we
an accumulated deficit of $572.2 million. To date, have financed our operations primarily throughigie placements of our convertible
preferred stock, collaborations, public offering®aor securities and a secured debt financing. & lilevoted substantially all of our effort:
research and development, including clinical tris¥& have not completed development of or commkzethany therapeutic product
candidates or companion diagnostics. We expeatritirue to incur significant expenses and increpsijperating losses for at least the next
several years. We anticipate that our expensesneilbase substantially as we:

. initiate or continue clinical trials of our six maadvanced product candidat

. continue the research and development of our g@ifuetuct candidate:

. seek to discover additional product candide

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

. establish a sales, marketing and distributidrastructure and scale up manufacturing capadslito commercialize products for
which we may obtain regulatory approval; ¢

. add operational, financial and management inédion systems and personnel, including persomnglipport our product
development and planned commercialization effi

To become and remain profitable, we must succedéweloping and eventually commercializing prodwet significant market
potential. This will require us to be successfuhirange of challenging activities, including digeong product candidates, completing
preclinical testing and clinical trials of our prext candidates, obtaining regulatory approval liese product candidates and manufacturing,
marketing and selling those products for which waymbtain regulatory approval. We are only in theipinary stages of some of these
activities. We may never succeed in these actssaigd may never generate revenues that are sentific large enough to achieve profitabil
Even if we do achieve profitability, we may notddge 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 raiseitalpexpand our business, diversify our
product offerings or continue our operations. Aliohecin the value of our company could also causetp lose all or part of your investment.

Our substantial indebtedness may limit cash flonadable to invest in the ongoing needs of our busss.

We have, and will continue to have, a significambant of indebtedness. As of December 31, 2013Hadeoutstanding borrowings in an
aggregate principal amount of $40.0 million undé&oan and Security Agreement, or Loan Agreemertt) Wiercules Technology Growth
Capital, Inc., or Hercules. In addition, on July 2013, we issued $125.0 million aggregate prif@paount of 4.50% convertible senior notes
due 2020. We could in the future incur additiomaldbtedness beyond such amounts.

Our substantial debt combined with our other finalhabligations and contractual commitments coldgénsignificant adverse
consequences, including:

. requiring us to dedicate a substantial portbnash flow from operations to the payment ofries on, and principal of, our debt,
which will reduce the amounts available to fund kinog capital, capital expenditures, product deveiept efforts and other gene
corporate purpose

. increasing our vulnerability to adverse changegeineral economic, industry and market conditis
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. obligating us to restrictive covenants that meguce our ability to take certain corporate adior obtain further debt or equity
financing;

. limiting our flexibility in planning for, or reaatig to, changes in our business and the industmhinh we compete; ar

. placing us at a competitive disadvantage comparedit competitors that have less debt or better skatvicing options

In addition, we are vulnerable to increases inntlaeket rate of interest because our currently antihg secured debt bears interest at a
variable rate. If the market rate of interest iases, we will have to pay additional interest onauistanding debt, which would reduce cash
available for our other business needs.

We intend to satisfy our current and future debtise obligations with our existing cash and caghiealents and available-for-sale
securities and funds from external sources. Howavemay not have sufficient funds or may be unébkerrange for additional financing to
pay the amounts due under our existing debt. Ffrods external sources may not be available on aabépterms, if at all. In addition, a
failure to comply with the covenants under our gsdebt instruments could result in an eventefdIt under those instruments. In the even
of an acceleration of amounts due under our delituments as a result of an event of default, tholyupon the occurrence of an event that
would reasonably be expected to have a materi@radweffect on our business, operations, propeegsets or condition or a failure to pay an
amount due, we may not have sufficient funds or reynable to arrange for additional financinggpay our indebtedness or to make any
accelerated payments, and the lenders could semidoce security interests in the collateral secusuch indebtedness. In addition, the
covenants under our existing debt instruments hagledge of our assets as collateral limit oulitgltd obtain additional debt financing.

Servicing our debt requires a significant amount cdsh, and we may not have sufficient cash flowrfr@ur business to pay our obligation

Our ability to make scheduled payments of the fpaloof, to pay interest on or to refinance ourahttdness depends on our future
performance, which is subject to economic, finalncempetitive and other factors beyond our conWéé currently do not generate cash flow
from operations and, in the future, our businesg nt generate cash flow from operations, sufficterservice our debt and make necessary
capital expenditures. If we are unable to generash flow, we may be required to adopt one or mtisznatives, such as selling assets,
restructuring debt or obtaining additional equitydebt financing on terms that may be unfavorablestor highly dilutive. Our ability to
refinance our indebtedness will depend on the abiarkets and our financial condition at such tiMe may not be able to engage in any of
these activities at all or engage in these activitin desirable terms, which could result in awletan our debt obligations or future
indebtedness.

We will need substantial additional funding. If ware unable to raise capital when needed, we wouddidrced to delay, reduce or eliminate
our product development programs or commercialipatiefforts.

We will need substantial additional funding in cention with our continuing operations. We expeat@search and development
expenses to continue to increase in connection auittongoing activities, particularly as we contrthe research, development and clinical
trials of, and seek regulatory approval for, owdurct candidates. In addition, in connection wigkldng and possibly obtaining regulatory
approval of any of our product candidates, we efemcur significant commercialization expensesgroduct sales, marketing,
manufacturing and distribution. If we are unableaise capital when needed or on attractive tewasyould be forced to delay, reduce or
eliminate our research and development progranssromercialization efforts.

We expect that our existing unrestricted cash asth equivalents and available-for-sale securisesf @ecember 31, 2013, anticipated
interest income and funding under our license aldimoration agreement with Sanofi related to MMEAAIl enable us to fund operations into
2015. In the event that we obtain favorable
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results from our Phase 3 clinical trial of MM-3%98 expect that anticipated additional expense®id 2elated to the commercialization of
MM- 398 will be offset by cash received from potenti@laboration opportunities. Our future capitaluggments will depend on many factc
including:

. the progress and results of the clinical trialeaf six most advanced product candida
. the success of our collaborations with Sanofi eglab MV-121 and PharmaEngine relatecMM -398;

. the scope, progress, results and costs ofipieal development, laboratory testing and clinicells for our other product
candidates

. the costs, timing and outcome of regulatory revidwur product candidate
. the costs of commercialization activities, inclugliproduct sales, marketing, manufacturing andidigion;

. the costs of preparing, filing and prosecutagent applications and maintaining, enforcing defnding intellectual property-
related claims

. the extent to which we acquire or invest in bussess products and technologi

. our ability to establish and maintain commdroianufacturing arrangements for the manufactur@rod product on behalf of third-
party pharmaceutical companies; i

. our ability to establish and maintain additiboallaborations on favorable terms, particularlgrieting and distribution
arrangements for oncology product candidates ceitbid United States and Euro

Conducting preclinical testing and clinical trigdsa timeeonsuming, expensive and uncertain process thas tgdars to complete, and
may never generate the necessary data requirddamaegulatory approval and achieve product s&teaddition, our product candidates, if
approved, may not achieve commercial success. @umercial revenues, if any, will be derived fronlesaf 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 pexisting stockholders, restrict our operations p¥quire us to relinquish rights to ou
technologies or product candidates.

Until such time, if ever, as we can generate sultisigproduct revenues, we expect to finance oshceeeeds through a combination of
equity offerings, debt financings, collaboratiossategic alliances, licensing arrangements anerotfarketing and distribution arrangements.
We do not have any committed external source ad$unther than our collaboration with Sanofi fag thevelopment and commercialization of
MM-121, which is terminable by Sanofi for convergerupon 180 days’ prior written notice. Other sesrof funds may not be available or, if
available, may not be available on terms satisfgdtmus and could result in significant stockholdgution. On July 17, 2013, we sold an
aggregate of 5,750,000 shares of our common stoglpdce to the public of $5.00 per share andedskl25.0 million aggregate principal
amount of 4.50% convertible senior notes due 2@2ncurrent underwritten public offerings. To thaent that we raise additional capital
through the sale of equity or convertible debt siges, the ownership interest of our existing coomstockholders will be diluted, and the
terms of these securities may include liquidationtber preferences that adversely affect the sighbur stockholders. Additional debt
financing, if available, may involve agreementd thalude covenants limiting or restricting our lglito take specific actions, such as incuri
additional debt, making capital expenditures ofalég dividends, and these covenants may alsdnegs to attain certain levels of financial
performance and we may not be able to do so; atly fsuilure may result in the acceleration of suebhtdand the foreclosure by our creditors
the collateral we used to secure the debt. Theidsled in a debt financing would also be seniauooutstanding shares of capital stock, anc
may rank equally with or senior to the convertibdmior notes upon our liquidation. Our existingaebttdness and the pledge of our assets
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as collateral limit our ability to obtain additidrdebt financing. If we raise additional funds thgh marketing and distribution arrangements o
other collaborations, strategic alliances or liteggrrangements with third parties, we may havelioquish valuable rights to our
technologies, future revenue streams, researchigregor product candidates or to grant licensegwns that may not be favorable to us. I
are unable to raise additional funds through equitgtebt financings when needed, we may be reqtireélay, limit, reduce or terminate our
product development or commercialization effortg@nt rights to develop and market product candilthat we would otherwise prefer to
develop and market ourselves.

Our investments are subject to risks that coulduksn losses.

We invest our cash in a variety of financial ingtents, principally securities issued by the U.S/egoment and its agencies, investment
grade corporate bonds, including commercial pagredt,money market instruments. All of these investimiare subject to credit, liquidity,
market and interest rate risk. Such risks, inclgdhre failure or severe financial distress of tinaricial institutions that hold our cash, cash
equivalents and investments, may result in a lb§guidity, impairment to our investments, realims of substantial future losses, or a
complete loss of the investments in the long-tevinich may have a material adverse effect on ouinkss, results of operations, liquidity and
financial condition. In order to manage the risloto investments, we maintain an investment pdhat, among other things, limits the amo
that we may invest in any one issue or any sirggear and requires us to only invest in high creaiiity securities.

Risks Related to the Development and Commercializatn of Our Product Candidates

We depend heavily on the success of our six mosbaaded product candidates. All of our product caddies are still in preclinical and
clinical development. Clinical trials of our proddcandidates may not be successful. If we are umatd commercialize our product
candidates, or experience significant delays in@giso, our business will be materially harmed.

We have invested a significant portion of our éand financial resources in the acquisition giits to MM-398 and the development
our five other most advanced product candidatethitreatment of various types of cancer. All of therapeutic product candidates are st
preclinical and clinical development. Our abilitydenerate product revenues, which we do not exgidaiccur until 2015 at the earliest, if
ever, will depend heavily on the successful develept and eventual commercialization of these prodaiedidates. The success of our pro
candidates, which include both our therapeutic peodandidates and companion diagnostic candidattsiepend on several factors,
including the following:

. successful enrollment in, and completion of, précél studies and clinical trial

. receipt of marketing approvals from the FDA aidilar regulatory authorities outside the Unitdtes for our product candidates,
including our companion diagnostic

. establishing commercial manufacturing capaediteither by building such facilities ourselvesraking arrangements with third-
party manufacturer:

. launching commercial sales of any approved prodwdigther alone or in collaboration with othe
. acceptance of any approved products by patiergsntdical community and th-party payors

. effectively competing with other therapit

. a continued acceptable safety profile of any pregltallowing approval; an

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

If we do not achieve one or more of these factois imely manner or at all, we could experiengaificant delays or an inability to
successfully commercialize our product candidatésch would materially harm our business.
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If clinical trials of our product candidates faild demonstrate safety and efficacy to the satisfactof the FDA or similar regulatory
authorities outside the United States or do not etWise produce positive results, we may incur aiail costs or experience delays in
completing, or ultimately be unable to completeettevelopment and commercialization of our prodeandidates.

Before obtaining regulatory approval for the sdlewr product candidates, we must conduct exterdinecal trials to demonstrate the
safety and efficacy of our product candidates imans. Clinical testing is expensive, difficult tesign and implement, can take many years t
complete and is uncertain as to outcome. A faibdrene or more of our clinical trials can occuaat stage of testing. The outcome of
preclinical testing and early clinical trials magtioe predictive of the success of later clinicall$, and successful interim results of a clinical
trial do not necessarily predict successful firelults.

We may experience numerous unexpected events doriag a result of, clinical trials that couldalebr prevent our ability to receive
regulatory approval or commercialize our productdidates, including:

. regulators or institutional review boards may authorize us or our investigators to commencknécal trial or conduct a clinical
trial at a prospective trial sit

. clinical trials of our product candidates magdguce negative or inconclusive results, and we dejde, or regulators may require
us, to conduct additional clinical trials or abangwoduct development progran

. the number of patients required for clinicéls of our product candidates may be larger tharamticipate, enrollment in these
clinical trials may be insufficient or slower these anticipate or patients may drop out of thesaadli trials at a higher rate than we
anticipate;

. our third-party contractors may fail to comphith regulatory requirements or meet their contrabbbligations to us in a timely
manner, or at all

. we might have to suspend or terminate clinidals of our product candidates for various reasamcluding a finding of a lack of
clinical response or a finding that the patientstaging exposed to unacceptable health r

. regulators or institutional review boards maguire that we or our investigators suspend oriteata clinical research for various
reasons, including noncompliance with regulatogureements

. the cost of clinical trials of our product candiglaimay be greater than we anticip.

. the supply or quality of our product candidatasmpanion diagnostics or other materials necggearonduct clinical trials of our
product candidates may be insufficient or inadegjuand

. our product candidates may have undesirabkeefifdcts or other unexpected characteristics,imgus or our investigators to
suspend or terminate the tric

For example, in a Phase 2 clinical trial of MM-lilpatients with non-small cell lung cancer, twdloé three cohorts (Groups A and C)
failed to meet their primary endpoints, and thedtleiohort (Group B) did not pass its planned imeginalysis and will no longer be enrolling
patients. Additionally, we did not meet the primarnydpoints in our Phase 2 clinical trials of MM-1iiJpatients with ovarian cancer or in
patients with breast cancer, although our ongoinmbrker analysis in each trial identified a poigrgubpopulation of patients benefiting from
MM-121 in combination with either paclitaxel or emestane, respectively.

Preclinical and clinical data may not be predictivéhe success of later clinical trials, and diterosusceptible to varying interpretations
and analyses. Many companies that have believédupiteeluct candidates performed satisfactorily iegtinical studies and clinical trials have
nonetheless failed to obtain marketing approvaheir products. For instance, the favorable resudts a Phase 2 clinical trial of MM-398 in
patients with metastatic pancreatic cancer mayagiredictive of success in our Phase 3 clini¢all of MM-398 for the same indication, in
particular because the trials have different effjcandpoints and the Phase 2 clinical trial
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was a single arm study that did not compare MM-®08ther therapies. Our Phase 3 clinical triakm&nded, is designed to compare the
efficacy of each of MM-398 as a monotherapy and I488 in combination with 5-FU and leucovorin aga@mstbmmon control of the
combination of 5-FU and leucovorin. This Phasei@icl trial is based on an efficacy endpoint @itistically significant difference in OS.

If we are required to conduct additional cliniaddls or other testing of our product candidategolpel those that we currently
contemplate, if we are unable to successfully ceteptlinical trials of our product candidates dresttesting, if the results of these trials or
tests are not positive or are only modestly positivif there are safety concerns, we may:

. be delayed in obtaining marketing approval for product candidate:

. not obtain marketing approval at ¢

. obtain approval for indications that are not asaldras intendec

. have the product removed from the market afteriniotg marketing approva
. be subject to additional p-marketing testing requiremen

. be subject to restrictions on how the product s$ritiuted or used; ¢

. be unable to obtain reimbursement for use of teuymt.

In particular, it is possible that the FDA and athegulatory agencies may not consider the resfiltgir Phase 3 clinical trial of MM-398
for the treatment of patients with metastatic paatic cancer, once completed, to be sufficienafiproval of MM-398 for this indication. In
general, the FDA suggests two adequate and wetralted clinical trials to demonstrate effectiveasdgcause a conclusion based on two
persuasive studies will be more secure. AlthoughRBA informed us that the original design of obaBe 3 clinical trial of MM-398, plus
supportive Phase 2 data obtained to date, couhpally provide sufficient safety and effectives@mta for the treatment of patients with
metastatic pancreatic cancer, the FDA has furttieisad us that whether one or two adequate andowattolled clinical trials will be required
will be a review issue in connection with an NDAmussion. Even if we achieve favorable resultsiinBhase 3 clinical trial, the FDA may
nonetheless require that we conduct additionalagirtrials, possibly using a different design.

Delays in testing or approvals may result in inse=ato our product development costs. We do nowkmieether any clinical trials will
begin as planned, will need to be restructureditbioe completed on schedule, or at all.

Significant clinical trial delays also could shartany periods during which we may have the exchusiyht to commercialize our product
candidates or allow our competitors to bring praduc market before we do and impair our abilitgéonmercialize our product candidates
may harm our business and results of operations.

If serious adverse or undesirable side effects atentified during the development of our productmdidates, we may need to abandon ¢
development of some of our product candidates.

All of our product candidates are still in prectiai or clinical development and their risk of fadus high. It is impossible to predict wh
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 candidatestamnotherapies in clinical trials also has
resulted in adverse events consistent in natute atiter marketed therapies. When used in combimatith other marketed or investigational
therapies, our product candidates may exacerba@salevents associated with the other theramurlproduct candidates, either alone or in
combination with other therapies, result in undssdi side effects or have characteristics thataexpected, we may need to modify or
abandon their development.
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If we experience delays in the enrollment of patierin our clinical trials, our receipt of necessarggulatory approvals could be delayed
prevented

We may not be able to initiate or continue clinizalls for our product candidates if we are unablecate and enroll a sufficient numi
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 tbatld be competitive with our product candidakegients who would otherwise be eligible
our clinical trials may instead enroll in clinidailals of our competitors’ product candidates dy tgon treatment with existing therapies that
may preclude them from eligibility for our clinicadals.

Enroliment delays in our clinical trials may resualincreased development costs for our productlicites, 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 iigsificant delays or may require us to abandonanmore clinical trials altogether.

In general, we forecast enroliment for our clinit&ls based on experience from previous clinidgals and monitor enrollment to be al
to make adjustments to clinical trials when appiatpr including as a result of slower than expeetewliment that we experience from time to
time in our clinical trials. For example, we exgericed slower than expected enrollment in our PRadiaical trial of MM-121 in combination
with exemestane for hormone receptor positive biegscer. In response, we revised the entry aiferi the clinical trial to correspond with
changes in clinical practice and also expandedtimeber of sites and countries participating indlgcal trial. It is possible that slow
enrollment in other clinical trials in the futurewdd require us to make similar adjustments. I6thadjustments do not overcome problems wit
slow enrollment, we could experience significarlbgie or abandon the applicable clinical trial aéthger.

If we are unable to successfully develop compandagnostics for our therapeutic product candidates,experience significant delays i
doing so, we may not realize the full commercialtgoatial of our therapeutics.

An important component of our business stratedy gevelopn vitro or in vivo companion diagnostics for each of our therapeutic
product candidates. There has been limited sud¢oatste industry-wide in developing companion d@dits, in particulain vitro companion
diagnostics. To be successful, we will need to @skla number of scientific, technical, regulatargt lngistical challenges.

Although we have developed prototype assays foresomitro diagnostic candidates, all of our companion diago@sndidates are in
preclinical development or clinical feasibility tew). We have limited experience in the developneémtiagnostics and may not be successful
in developing appropriate diagnostics to pair vaitly of our therapeutic product candidates thativeaaarketing approval. The FDA and
similar regulatory authorities outside the Unitedt8s are generally expected to reguilateéitro companion diagnostics as medical devices an
in vivocompanion diagnostics as drugs. In each case, auorpdiagnostics require separate regulatory aggbnonior to commercialization.
Given our limited experience in developing diagitsstwe expect to rely in part on third partiestfogir design, development and manufacture
If we, or any third parties that we engage to asssare unable to successfully develop compadtimgnostics for our therapeutic product
candidates, or experience delays in doing so, ¢hreldpment of our therapeutic product candidateg imeaadversely affected, our therapeutic
product candidates may not receive marketing agbranvd we may not realize the full commercial pttdmf any therapeutics that receive
marketing approval. As a result, our business wbeltharmed, possibly materially.
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Even if any of our product candidates, including ogix most advanced product candidates, receiveutatpry approval, they may fail t
achieve the degree of market acceptance by physgigatients, healthcare payors and others in thedital community necessary for
commercial success.

If any of our product candidates, including our sigst advanced product candidates, receive magkapiproval, they may nonetheless
not gain sufficient market acceptance by physicipasients, healthcare payors and others in theaalecbmmunity. If these products do not
achieve an adequate level of acceptance, we magemetrate significant product revenues and we mabhecome profitable. The degree of
market acceptance of our product candidates, ifcgol for commercial sale, will depend on a nundfdactors that may be uncertain or
subjective, including:

. the prevalence and severity of any side effe

. efficacy and potential advantages or disadvantagepared to alternative treatmer

. the price we charge for our product candide

. convenience and ease of administration comparatidmative treatment

. the willingness of the target patient populationirjonew therapies and of physicians to presctilesé therapie:

. our ability to successfully develop companion diagfits that effectively identify patient populatslikely to benefit from treatme
with our therapeutic product

. the strength of marketing and distribution suppant]

. sufficient thirc-party coverage or reimburseme

If we are unable to establish sales and marketirapabilities or enter into agreements with third gaes to sell and market our produ
candidates, we may not be successful in commerziiadj our product candidates.

We do not have a sales or marketing infrastrucinehave no experience in the sale, marketingsrilolition of therapeutic products.
achieve commercial success for any approved prodigcinust either develop a sales and marketinghargion or outsource these function
third parties. Our current plan for our oncologgghucts, other than MM-121, for which we receive keting approval, is to market and sell
these products ourselves in the United States angpE and to establish distribution or other manigearrangements with third parties for
these products in the rest of the world. We haveion to co-promote MM-121 in the United Statathvanofi, which otherwise holds
worldwide commercialization rights to this prodgeindidate.

There are risks involved with both establishing own sales and marketing capabilities and ententtmgarrangements with third parties
to perform these services. For example, recrugimgj training a sales force is expensive and tinmswming and could delay any product
launch. If the commercial launch of a product cdatk for which we recruit a sales force and esthbiiarketing capabilities is delayed or doe
not occur for any reason, we would have prematwelynnecessarily incurred these commercializagkpenses. This may be costly, and our
investment would be lost if we cannot retain orogfion our sales and marketing personnel.

Establishing effective sales, marketing and distidn capabilities and infrastructure in Europe rbayparticularly difficult for us. We
have no prior experience in these areas. In additieere are complex regulatory, tax, labor anéwligal requirements imposed by both the
European Union and many of the individual countimeEurope with which we will need to comply. MabyS.-based biopharmaceutical
companies have found the process of marketing tivair products in Europe to be very challenging.

We also may not be successful entering into armraegés with third parties to sell and market ourdoiet candidates or doing so on terms
that are favorable to us. We likely will have ktitontrol over such third parties, and any of tmeay fail to devote the necessary resources an
attention to sell and market our products effedyivié we do not establish sales and marketing bdip@s successfully, either on our own or in
collaboration with third parties, we will not beceessful in commercializing our product candidates.
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We face substantial competition, which may resultdthers discovering, developing or commercializipgpducts before or more successft
than we do.

The development and commercialization of new theu#ip and diagnostic products is highly competithe face competition with
respect to our current product candidates, andfagh competition with respect to any products thamay seek to develop or commercialize
in the future, from major pharmaceutical compansggcialty pharmaceutical companies and bioteclgyatompanies worldwide. Several
large pharmaceutical and biotechnology companie®utly market and sell products for the treatnwrthe solid tumor indications for which
we are developing our product candidates. Potettialpetitors also include academic institutionsjegpment agencies and other public and
private research organizations that conduct rekeaeek patent protection and establish collabaratirangements for research, development
manufacturing and commercialization. Many of thesepetitors are attempting to develop therapetibiceur target indications.

We are developing our product candidates for thattnent of solid tumors. There are a variety oflalke therapies marketed for solid
tumors. In many cases, these drugs are adminisiteiEinbination to enhance efficacy. Some of thlrsgs are branded and subject to patent
protection, and others are available on a genassbincluding 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 pay®hés 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 in late sthigieal development to treat solid tumors. Our cetitprs may develop products that
more effective, safer, more convenient or lesslgdisan any that we are developing or that woulttlex 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 significantly gredteancial resources and expertise in research amdldpment, 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 eatige companies may also prove to be significamipetitors, particularly through
collaborative arrangements with large and estabtistompanies. These third parties compete with usdruiting and retaining qualified
scientific and management personnel, establisHingal trial sites and patient registration fonatal trials, as well as in acquiring
technologies complementary to, or necessary farpmgrams.

Even if we are able to commercialize any produchdalates, the products may become subject to unfalute pricing regulations, thire
party reimbursement practices or healthcare refoinitiatives, which could harm our busines

The regulations that govern marketing approvaisjmg and reimbursement for new therapeutic andribatic products vary widely fro
country to country. Some countries require approfahe sale price of a product before it can beketad. In many countries, the pricing
review period begins after marketing or produatrising approval is granted. In some foreign mayketscription pharmaceutical pricing
remains subject to continuing governmental corgvan after initial approval is granted. As a resut might obtain regulatory approval for a
product in a particular country, but then be subjegrice regulations that delay our commerciahieh of the product and negatively impact
the revenues we are able to generate from theokéthe product in that country. Adverse pricingiti@mions may hinder our ability to recoup
investment in one or more product candidates, éwaur product candidates obtain regulatory appkova

Our ability to commercialize any products succdshlso will depend in part on the extent to whigimbursement for these products
and related treatments will be available from gowsnt health administration authorities, privataltieinsurers and other organizations.
Government authorities and third-party payors, such
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as private health insurers and health maintenarganizations, decide which medications they wil} far and establish reimbursement levels.
A primary trend in the U.S. healthcare industry afswhere is cost containment. Government autbeidind these third-party payors have
attempted to control costs by limiting coverage #relamount of reimbursement for particular medbcet Increasingly, third-party payors are
requiring that companies provide them with predateed discounts from list prices and are challeggire prices charged for medical
products. We cannot be sure that reimbursemenbwilivailable for any product that we commerciadiad, if reimbursement is available,
what the level of reimbursement will be. Reimbursetrmay impact the demand for, or the price of, gioguct for which we obtain marketi
approval. Obtaining reimbursement for our producssy be particularly difficult because of the higpeices often associated with products
administered under the supervision of a physidiaeimbursement is not available or is availabhydo limited levels, we may not be able to
successfully commercialize any product candidade e successfully develop.

There may be significant delays in obtaining reinskement for approved products, and coverage maydse limited than the purposes
for which the product is approved by the FDA orulegory authorities in other countries. Moreovdigibility for reimbursement does not
imply that any product will be paid for in all caser at a rate that covers our costs, includingaet, development, 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 gbtb@uct and the clinical setting in which it is dsenay be based on payments allowed for
lower cost products that are already reimbursed na@y be incorporated into existing payments fbeoservices. Net prices for products may
be reduced by mandatory discounts or rebates exmjbiy government healthcare programs or privatensagnd by any future weakening of
laws that presently restrict imports of productsrircountries where they may be sold at lower prilsas in the United States. Third-party
payors often rely upon Medicare coverage policy gaygiment limitations in setting their own reimburgnt policies. Our inability to promptly
obtain coverage and profitable payment rates froth government-funded and private payors for nevdpcts that we develop could have a
material adverse effect on our operating resuiis ability to raise capital needed to commerciapzeducts and our overall financial condition.

Product liability lawsuits against us could causs to incur substantial liabilities and to limit comercialization of any products that we mi
develop.

We face an inherent risk of product liability exposrelated to the testing of our product candglatdhuman clinical trials and will face
an even greater risk if we commercially sell angdurcts that we may develop. If we cannot succdgdfiefend ourselves against claims that
our product candidates or products caused injunesyill 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 trial

. significant costs to defend the related litigati

. substantial monetary awards to patie

. loss of revenue; ar

. the inability to commercialize any products thatmway develop

We currently hold $10.0 million in product liabiliinsurance coverage, which may not be adequatever all liabilities that we may
incur. Insurance coverage is increasingly expenshe may not be able to maintain insurance coveaadgereasonable cost or in an amount
adequate to satisfy any or every liability that nasige.
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We may expend our limited resources to pursue atjgatar product candidate or indication and fail teapitalize on product candidates or
indications that may be more profitable or for whidhere is a greater likelihood of success.

Because we have limited financial and managersdurces, we focus on research programs and prodndidates for specific
indications. As a result, we may forego or delayspit of opportunities with other product candidabe other indications that later prove to
have greater commercial potential. Our resouraeation decisions may cause us to fail to capiadiz viable commercial products or
profitable market opportunities. Our spending orrent and future research and development progesntiproduct candidates for specific
indications may not yield any commercially viablegucts.

We have based our research and development effordsir Network Biology approach. Notwithstanding arge investment to date and
anticipated future expenditures in Network Biologyg have not yet developed, and may never sucdlysdévelop, any marketed products
using this approach. As a result of pursuing oumldek Biology approach, we may fail to address evelop product candidates or indications
based on other scientific approaches that may gffster commercial potential or for which thera igreater likelihood of success.

We also may not be successful in our efforts tatifieor discover additional product candidateotigh our Network Biology approach.
Research programs to identify new product candédegquire substantial technical, financial and humegsources. These research programs
may initially show promise in identifying potentitoduct candidates, yet fail to yield product adates for clinical development.

If we do not accurately evaluate the commerciaéptial or target market for a particular produatdidate, we may relinquish valuable
rights to that product candidate through collatioratlicensing or other royalty arrangements inesais which it would have otherwise been
more advantageous for us to retain sole developarehtommercialization rights.

We plan to establish separately funded companieasttie development of product candidates using owtivork Biology approach in some
areas outside the oncology field. These companiey mot be successful in the development and commadiration of any product
candidates.

We plan to apply our Network Biology approach toltiple additional disease areas outside the ongoliedd. We expect to do so in
some cases through the establishment of sepafatelgd companies. For example, we establishedrSiueek to develop product candidates
in the field of regenerative medicine using NetwBi&logy. Silver Creek has received separate fupdliom investors other than us. Although
Silver Creek is currently majority owned by usthe future we may not be the majority owner of anteol Silver Creek or other companies
that we establish. If in the future we do not coh8ilver Creek or any future similar company that establish, Silver Creek or such other
companies could take actions that we do not endworagth which we disagree, such as using Netwddddg)y in a way that reflects adversely
on us. In addition, these companies may have diffiaaising additional funds and could encounty af the risks in developing and
commercializing product candidates to which wesargect.

If we fail to comply with environmental, health anslafety laws and regulations, we could become scitije fines or penalties or incur cos
that could have a material adverse effect on thesess of our business.

We are subject to numerous environmental, healthsafety laws and regulations, including those guwg laboratory procedures and
the handling, use, storage, treatment and dispdselzardous materials and wastes. Our operatismudvie the use of hazardous and flammi
materials, including chemicals and radioactive biodbgical materials. Our operations also produaeandous waste products. We generally
contract with third parties for the disposal of¢benaterials and wastes. We also store certaitelos radioactive waste at our facilities until
the materials can be properly disposed of. We dagliminate the risk of
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contamination or injury from these materials. la #vent of contamination or injury resulting froor aise of hazardous materials, we could be
held liable for any resulting damages, and anyilltslzould exceed our resources. We also couldiirsignificant costs associated with civil or
criminal fines and penalties.

Although we maintain workers’ compensation insustwcover us for costs and expenses we may inutalinjuries to our employees
resulting from the use of hazardous materials,ittisrance may not provide adequate coverage dagaitential liabilities. We do not maintain
insurance for environmental liability or toxic tatims that may be asserted against us in cormmewtith our storage, use or disposal of
biological, hazardous or radioactive materials.

In addition, we may be required to incur substawctsts to comply with current or future environrt@nhealth and safety laws and
regulations. These current or future laws and s may impair our research, development oryetdn efforts. Failure to comply with
these laws and regulations also may result in ankat fines, penalties or other sanctions.

Fluctuations in foreign currency exchange rates clousubstantially increase the costs of our clinicaial programs.

A significant portion of our clinical trial activés are conducted outside of the United Statesaasdciated costs may be incurred in the
local currency of the country in which the triabising conducted, which costs could be subjedutidations in foreign exchange rates. At
present, we do not engage in hedging transactimpsotect against uncertainty in future exchangesrbetween particular foreign currencies
and the U.S. dollar. A decline in the value of th&. dollar against currencies in geographies irclwtve conduct clinical trials could have a
negative impact on our research and developmetg.dd® cannot predict the impact of foreign curyeftactuations, and foreign currency
fluctuations in the future may adversely affect davelopment costs.

Risks Related to Our Dependence on Third Parties

The successful development and commercializatio®dfl-121 depends substantially on our collaboratiavith Sanofi. If Sanofi is unable
or unwilling to further develop or commercialize MM 21, or experiences significant delays in doing sar business will be materially
harmed.

MM-121 is one of our most clinically advanced protlcandidates. In 2009, we entered into a licensecallaboration agreement with
Sanofi for the development and commercializatioMdf-121. Prior to this collaboration, we did notMeaa history of working together with
Sanofi. The collaboration involves a complex alttmaof rights, provides for milestone paymentsisobased on the achievement of specified
development, regulatory and commercial sale mitestpand provides us with royalty-based revenMMf121 is successfully
commercialized. We cannot predict the successeottiiaboration.

Under our license and collaboration agreement, f6hae significant control over the conduct anditighof development and
commercialization efforts with respect to MM-121though we and Sanofi have approved a global dgweémt plan, Sanofi may change its
development plans for MM-121 at any time. We hattke Icontrol over the amount, timing and qualifyresources that Sanofi devotes to the
development or commercialization of MM-121. If Sfifails to devote sufficient financial and othesources to the development or
commercialization of MM-121, the development anchomercialization of MM-121 would be delayed or cotdd. This would result in a delay
in our receiving milestone payments or royaltiehwespect to MM-121 or in our not receiving sudlestone payments or royalties at all.

If we lose Sanofi as a collaborator in the developnt or commercialization of Mk121, it would materially harm our business.

Sanofi has the right to terminate our agreementhferdevelopment and commercialization of MM-121whole or with respect to
specified territories, at any time and for any agasipon 180 days’ prior written notice. Sanofipdigs the right to terminate our agreement if
we fail to cure a material breach of our agreeméttitin a specified cure period, or fail to diliggnpursue a cure if such a breach is not curabl
within such period.
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If Sanofi terminates our agreement at any time,thwdreon the basis of our uncured material breadbraany other reason, it would delay
or prevent our development of MM-121 and materialym our business and could accelerate our neetlifitional capital. In particular, we
would have to fund the clinical development and rantialization of MM-121 on our own, seek anothalaborator or licensee for such
clinical development and commercialization, or atllanthe development and commercialization of MM-121

The successful development and commercializatiotdfl-398 currently depend on our collaboration withharmaEngine. If
PharmaEngine does not provide clinical trial data tis, our business may be materially harmi

We have a collaboration with PharmaEngine for tieetbpment of MM-398. Under this collaboration, BhaEngine has rights to
commercialize MM-398 in Taiwan, while we hold commgialization rights in all other countries, incladithe United States. PharmaEngine
also has the opportunity to participate in the digwment of MM-398, for which we are reimbursingitteosts. We cannot predict the success
of the collaboration. The collaboration involvesadiocation of rights, provides for milestone paynseby us to PharmaEngine based on the
achievement of specified milestones and providesiddo pay PharmaEngine royalties on sales of Mi@48 Europe and specified Asian
countries if MM-398 is successfully commercializadcurope and such specified Asian countries.

We rely on PharmaEngine to provide data and inftionao us from trials they have conducted andcareently conducting. This
information is necessary for our development of N3BB in the United States. If PharmaEngine doeprmtide this information to us, our
development of MM-398 could be significantly deldysnd our costs could increase significantly.

We may depend on collaborations with third partiies the development and commercialization of ourggiuct candidates. If those
collaborations are not successful, we may not béeato capitalize on the market potential of theseguct candidates.

Our business plan is to enter into distribution atiter marketing arrangements for our oncology pectslin areas of the world outside of
the United States and Europe. In addition, dependinour capital requirements, development and cerciadization costs, need for additional
therapeutic expertise and other factors, it is iptesshat we will enter into broader developmend aammercialization 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 wxpect to apply our Network Biology approachttteo disease areas through arrangements
similar to Silver Creek, it is also possible that will seek to enter into licensing agreementstbentypes of collaborations for the application
of our Network Biology approach.

Our likely collaborators for any distribution, matkng, licensing or broader collaboration arrangetméclude large and mid-size
pharmaceutical companies, regional and nationainpheeutical companies and biotechnology compalfiesare also a party to a right of
review agreement with Sanofi pursuant to whichyefdetermine to enter into negotiations with adipiarty regarding any license, option,
collaboration, joint venture or similar transactiomolving any therapeutic or companion diagnoptieduct candidate in our pipeline, we will
notify Sanofi of such opportunity. Following sucbtice, Sanofi will have a specified period of titeereview the opportunity and determine
whether to exercise an additional right to exclalinegotiate an agreement with us with respestith opportunity for a specified period of
time. In addition, in specified circumstances, & subsequently propose to enter into any thirdygagteement, we must first offer the same
terms and conditions to Sanofi. Our right of reviggveement with Sanofi could discourage other conggarom engaging with us in
discussions or negotiations regarding collaboragigireements.

We will have limited control over the amount anditig of resources that our collaborators dedicathé development or
commercialization of our product candidates. Odulitglio generate revenues from these arrangemeititdepend on our collaborators’
abilities to successfully perform the functionsigised to them in these arrangements.
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Collaborations involving our product candidates]uding our collaboration with Sanofi, pose thddaling risks to us:
. collaborators have significant discretion in detieing the efforts and resources that they will ggplthese collaboration

. collaborators may not pursue development amaneercialization of our product candidates or macehot to continue or renew
development or commercialization programs basedioital trial results, changes in their stratefgicus or available funding, or
external factors such as an acquisition that diversources or creates competing prioril

. collaborators may delay clinical trials, progishsufficient funding for a clinical trial prograrstop 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, @redop with third parties, products that competedtly or indirectly with our
products or product candidates if the collaborab@igeve that competitive products are more likelype successfully developed or
can be commercialized under terms that are moneogaizally attractive

. a collaborator with marketing and distributidghts to one or more products may not commit sidfit resources to their marketing
and distribution

. collaborators may not properly maintain or aefeur intellectual property rights or may use proprietary information in such a
way as to invite litigation that could jeopardizeimvalidate our proprietary information or expaseto potential litigation

. disputes may arise between us and the colltdrsrthat result in the delay or termination of tasearch, development or
commercialization of our product candidates or teatilt in costly litigation or arbitration thatveirts management attention and
resources; an

. collaborations may be terminated and, if teatea, may result in a need for additional capdgursue further development or
commercialization of the applicable product cantiid:

Collaboration agreements may not lead to developmectommercialization of product candidates inrhast efficient manner or at all.
In addition, there have been a significant numtbeecent business combinations among large phaumiaaécompanies that have resulted in &
reduced number of potential future collaboratdra. present or future collaborator of ours werbednvolved in a business combination, the
continued pursuit and emphasis on our product dpwednt or commercialization program could be dedagéminished or terminated.

If we are not able to establish additional collakairons, we may have to alter our development ple

Our product development programs and the potecti@mercialization of our product candidates wijuige substantial additional cash
to fund expenses. For some of our product candidate may decide to collaborate with pharmaceuéiodl biotechnology companies for the
development and potential commercialization of ¢hpoduct candidates.

We face significant competition in seeking apprafaricollaborators. Collaborations are complex and-consuming to negotiate and
document. We may also be restricted under existiligboration agreements from entering into agregmen certain terms with other
potential collaborators. We may not be able to tiagocollaborations on acceptable terms, or atfdlhat were to occur, we may have to
curtail the development of a particular productdidate, reduce or delay its development programneror more of our other development
programs, delay its potential commercializatiomeztuce the scope of our sales or marketing a&ssitir increase our expenditures and
undertake development or commercialization acégifit our own expense. If we elect to increasexpenditures to fund development or
commercialization activities on our own, we maydhé&e obtain additional capital, which may not baitable to us on acceptable terms or at
all. If we do not have sufficient funds, we willtoe able to bring our product candidates to maaketgenerate product revenue.
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We rely on third parties to conduct our clinicalifls, and those third parties may not perform ségistorily, including failing to meet
deadlines for the completion of such trials.

We do not independently conduct clinical trialsoaf product candidates. We rely on third partieshsas contract research organizati
clinical data management organizations, medicéitii®ons and clinical investigators, to perfornistfunction. Our reliance on these third
parties for clinical development activities reduoes control over these activities but does naevel us of our responsibilities. We remain
responsible for ensuring that each of our clinidals is conducted in accordance with the genieradstigational plan and protocols for the ti
Moreover, the FDA and other international regula@gencies require us to comply with standards,naony referred to as good clinical
practices, for conducting, recording and reporthmgresults of clinical trials to assure that adeezvent data are reported within required
timeframes, that data and reported results areldes@ind accurate and that the rights, integrity eonfidentiality of patients in clinical trials
are protected. Furthermore, these third parties atsyhave relationships with other entities, saf&hich may be our competitors. If these
third parties do not successfully carry out theintcactual duties, meet expected deadlines or araiur clinical trials in accordance with
regulatory requirements or our stated protocolsywllenot be able to obtain, or may be delayed laining, regulatory approvals for our
product candidates and will not be able to, or mayelayed in our efforts to, successfully comnadize our product candidates.

We also rely on other third parties to store arstrithiute supplies for our clinical trials. Any penfnance failure on the part of our existing
or future distributors could delay clinical devetognt or regulatory approval of our product candidair commercialization of our products or
cause us to incur additional costs, producing authit losses and depriving us of potential prodaeenue.

Risks Related to the Manufacturing of Our Product Gandidates

We have limited experience in manufacturing our ghact candidates. We will need to upgrade and expand manufacturing facility and
augment our manufacturing personnel and processeider to meet our business plans. If we fail to do, we may not have sufficient dr
product to meet our clinical development and comiciat requirements

We have a manufacturing facility located at oupooate headquarters in Cambridge, MassachusettsnaMafacture drug substance at
this facility that we use for research and develeptipurposes and for clinical trials of our prodcahdidates. We do not have experience in
manufacturing products at a commercial scale. @treat facility may not be sufficient to permit méacturing of our product candidates for
Phase 3 clinical trials or commercial sale. In otdemeet our business plan, which contemplatesmemally manufacturing drug substance
for most of our clinical trials and, over the lotegm, for a significant portion of our commerciafjuirements, we will need to upgrade and
expand our manufacturing facilities, add manufaostupersonnel and ensure that validated processeasistently implemented in our
facilities. The upgrade and expansion of our faesiwill require additional regulatory approvdlis addition, it will be costly and time-
consuming to expand our facilities and recruit seaey additional personnel. If we are unable taagpur manufacturing facilities in
compliance with regulatory requirements or to lidelitional necessary manufacturing personnel, weenaounter delays or additional costs
in achieving our research, development and comiézation objectives, including in obtaining regioiy approvals of our product candidai
which could materially damage our business anchfira position.

If our manufacturing facility is damaged or destrey or production at this facility is otherwise imripted, our business and prospec
would be negatively affected.

If the manufacturing facility at our corporate headrters or the equipment in it is damaged or dgstf, we may not be able to quickly
economically replace our manufacturing capacityeptace it at all. In the event of a temporary mtgacted loss of this facility or equipment,
we might not be able to transfer manufacturing toi party. Even if we could transfer manufaatgrio a third party, the shift would likely
expensive and time-consuming, particularly sineertéw facility would need to comply with the ne@ags
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regulatory requirements and we would need FDA apgroefore selling any products manufactured atfezlity. Such an event could delay
our clinical trials or, if our product candidates approved by the FDA, reduce our product sales.

Currently, we maintain insurance coverage agaiastaje to our property and equipment and to cov&nbss interruption and research
and development restoration expenses. If we haglerastimated our insurance needs with respect iitemuption in our clinical
manufacturing of our product candidates, we maybeodble to cover our losses.

Any other interruption of production at our manutaing facility also could damage our business. &ample, in 2009, we experience
viral contamination at this facility that requirdtat we shut the facility entirely for decontaminat Because of this contamination, the FDA
placed a patrtial clinical hold on our IND for MM-12intil we submitted supporting documentation ® FDA regarding our decontamination
procedures. Although we were able to resolve #sse, with the FDA lifting the partial clinical libin April 2010, other companies have
experienced similar contamination problems, ancadd experience a similar problem in the future ie more difficult to resolve and could
lead to a clinical hold.

We expect to continue to contract with third pariéor at least some aspects of the production of product candidates for clinical trials
and for our products if they are approved for matkeg. This increases the risk that we will not hagefficient quantities of our product
candidates or products or such quantities at an eptable cost, which could delay, prevent or impairr development or commercialization
efforts.

We currently rely on third-party manufacturers $ome aspects of the production of our product ckates for preclinical testing and
clinical trials, including fill-finish and labelingctivities. In addition, while we believe that axisting manufacturing facility, or additional
facilities that we will be able to build, will beifficient to meet our requirements for manufactgransignificant portion of drug substance for
our research and development activities, we mayg t@eely on third-party manufacturers for somehafse requirements, particularly later
stage clinical trials of our antibody product catades, and, at least in the near term, for commlesapply of any product candidates for which
we obtain marketing approval.

We do not have any agreements with third-party rfaturers for the clinical or commercial supplyanfy of our product candidates, and
we may be unable to conclude such agreementsdwr $0 on acceptable terms. Reliance on third-paagufacturers entails additional risks,
including:

. reliance on the third party for regulatory comptiarand quality assuranc

. the possible breach of the manufacturing agreeimettie third party; an

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

Third-party manufacturers may not be able to comytih cGMP, QSR or similar regulatory requiremenisside the United States. Our
failure, or the failure of our third-party manufars, to comply with applicable regulations corgdult in sanctions being imposed on us,

including fines, injunctions, civil penalties, dg$a suspension or withdrawal of approvals, licams®cation, seizures or recalls of products,
operating restrictions and criminal prosecutioms, af which could significantly and adversely atfeapplies of our products.

Any products that we may develop may compete witieioproduct candidates and products for accesmtwfacturing facilities.
Because there are a limited number of manufacttinetsoperate under cGMP or QSR regulations artchtight be capable of manufacturing
for us, we may not have access to such manufasturer

We currently rely on single suppliers for the resimedia and filters that we use for our manufaoguprocess. We purchase these
materials from our suppliers on a purchase ordsiskend do not have lorigrm supply agreements in place. Any performaniteréaor refusa
to supply on the part of our existing or future
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suppliers could delay clinical development, markgtpproval or commercialization of our productsdr current suppliers cannot perform as
agreed, we may be required to replace one or nfdreese suppliers. Although we believe that thees ime a number of potential long-term
replacements to each supplier, we may incur addsts @nd delays in identifying and qualifying aogls replacements.

We likely will rely upon third-party manufactureis provide us with necessary reagents and instrtsierdevelop, test and manufacture
ourin vitro companion diagnostics. Currently, many reagentsrenéeted as Research Use Only, or RUO, produdisrufDA regulations. In
June 2011, the FDA issued a draft guidance thdihedtthe FDA'’s intention to impose additional regtons on the provision of RUO
products. If this guidance is finalized as drafted, may experience difficulty securing the reagémés we need.

Our potential future dependence upon others fontaeufacture of our product candidates may adweedédct our future profit margins
and our ability to commercialize any products tleaeive regulatory approval on a timely and contipetbasis.

We rely on third parties to perform various taskslated to the manufacturing of our product candidet. Compliance by such third parties
with regulations of the FDA or other regulatory bags cannot be assured, which could adversely impaatclinical trials.

A former fill-finish third-party contractor that wased to fill and package both MM-121 and MM-11penenced FDA inspection issues
with its quality control processes that resulted fiormal warning letter from the FDA. Followingeview by Sanofi and us, some MM-121
was pulled from clinical trial sites and replaceithiM-121 that was filled by a different contractd his restocking resulted in a few patients
missing one or two doses of MM-121.

The MM-111 that was being used in our clinicallgiaas also filled and packaged by this same cotraThe FDA inquired about the
effect of this contractor’s quality issues on MM3idlinical trial materials. Following our resportsethe FDA's inquiry, the FDA requested in
January 2012 that we obtain new consents from atigngs enrolled in our ongoing Phase 1 clinidalgrof MM-111 in connection with
continued use in these trials of MM-111 materiédi and packaged by this contractor. In addittbe, FDA placed a partial clinical hold on
these ongoing clinical trials, which restricted ability to enroll new patients in these trialsfilkIM-111 material filled and packaged by a
new third-party contractor that we engaged waslabi@i. This restocking is complete and resulted ghort delay in the dosing of a few
patients without any patients missing a dose.

Although we have addressed the concerns of the WlitArespect to the clinical trial material fillethd packaged by our former third-
party contractor, it is possible that we could eigrece similar issues with other contractors.

Risks Related to Our Intellectual Property

If we fail to fulfill our obligations under our intellectual property licenses with third parties, weuld lose license rights that are important
our business.

We are a party to a number of intellectual propicgnse agreements with third parties, includinthwespect to MM-121, MM-111,
MM-302, MM-151 and MM-141, and expect to enter iattditional license agreements in the future. Qustimg license agreements impose,
and we expect that our future license agreemeditémypose, various diligence, milestone paymenjaity, insurance and other obligations on
us. If we fail to comply with these obligations rdicensors may have the right to terminate thegeaments, in which event we might not be
able to develop and market any product that is igal/by these agreements. Termination of thesedeseor reduction or elimination of our
licensed rights may result in our having to nedetizdew or reinstated licenses with less favoradims. The occurrence of such events could
materially harm our business.
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If we are unable to obtain and maintain patent peattion for our technology and products, or if ouicensors are unable to obtain ar
maintain patent protection for the technology orguaiucts that we license from them, our competitomtd develop and commercialize
technology and products similar or identical to agjrand our ability to successfully commercializerdachnology and products may be
adversely affected.

Our success depends in large part on our andeaidors’ ability to obtain and maintain patent ctibn in the United States and other
countries with respect to our proprietary technglagd products. In some circumstances, we may an the right to control the preparation,
filing and prosecution of patent applications,@ntaintain the patents, covering technology or petsithat we license from third parties.
Therefore, we cannot be certain that these patent@pplications will be prosecuted and enforcea imanner consistent with the best interest
of our business. In addition, if third parties wili@nse patents to us fail to maintain such patemtbose rights to those patents, the rights we
have licensed may be reduced or eliminated.

We have sought to protect our proprietary posibgriling patent applications in the United Stasesl abroad related to our novel
technologies and products that are important tdoosmess. This process is expensive and time-coingy and we may not be able to file and
prosecute all necessary or desirable patent apiplisaat a reasonable cost or in a timely manmés.dlso possible that we will fail to identify
patentable aspects of our research and develougnit before it is too late to obtain patent pctta. Under our license and collaboration
agreement with Sanofi, we are obligated, at oueasp, to use commercially reasonable efforts écafild prosecute patent applications, and
maintain patents, covering MM-121 in specifiedgdictions, and these patent rights are licens&hatmfi.

The patent position of biotechnology and pharmacautompanies generally is highly uncertain, imesl complex legal and factual
guestions and has in recent years been the sutfjeuich litigation. As a result, the issuance, s;oglidity, enforceability and commercial
value of our and our licensors’ patent rights @ghly uncertain. Our and our licensors’ pending &rtdre patent applications may not result in
patents being issued which protect our technolagyr@ducts or which effectively prevent others froommercializing competitive
technologies and products. Changes in either ttenpkaws or interpretation of the patent lawshie United States and other countries may
diminish the value of our patents or narrow thepscof our patent protection. The laws of foreignrnies may not protect our rights to the
same extent as the laws of the United States. ¢adtains of discoveries in the scientific literatofeen lag behind the actual discoveries, and
patent applications in the United States and gthesdictions are typically not published until &@®nths after filing, or in some cases not at all
Therefore, we cannot be certain that we or ounioes were the first to make the inventions claiinesur owned and licensed patents or
pending patent applications, or that we or oumsmes were the first to file for patent protectafrsuch inventions. Assuming the other
requirements for patentability are met, the ficsfile a patent application is entitled to the paté&nder the America Invents Act enacted in
2011, the United States moved to this first to $iystem in early 2013 from the previous system umdhéch the first to make the claimed
invention was entitled to the patent. We may becomelved in opposition, interference or derivatimmceedings challenging our patent ric
or the patent rights of others. An adverse deteatiun in any such proceeding could reduce the sofpa invalidate, our patent rights, allow
third parties to commercialize our technology ardarcts and compete directly with us, without paymerus, or result in our inability to
manufacture or commercialize products without irging third-party patent rights.

Even if our owned and licensed patent applicatiesise as patents, they may not issue in a formathigbrovide us with any meaningful
protection, prevent competitors from competing withor otherwise provide us with any competitiveaadage. Our competitors may be abl
circumvent our owned or licensed patents by dewetpgimilar or alternative technologies or produnta noninfringing manner. The issuan
of a patent is not conclusive as to its scopeditglor enforceability, and our owned and licenpatents may be challenged in the courts or
patent offices in the United States and abroadh $hallenges may result in patent claims beingoweed, invalidated or held unenforceable,
which could limit our ability to stop or prevent frem stopping others from using or commercializangilar or identical technology and
products, or limit the duration of the patent potiten of our technology and products. Given the ami@f time required for the development,
testing
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and regulatory review of new product candidatetgigia protecting such candidates might expire leedorshortly after such candidates are
commercialized. As a result, our owned and licergsdnt portfolio may not provide us with sufficieights to exclude others from
commercializing products similar or identical tarsu

We may become involved in lawsuits to protect ofoece our patents, which could be expensive, tinmsuming and unsuccessful.

Competitors may infringe our patents. To count&ingement or unauthorized use, we may be requoeéditiate infringement lawsuits,
which can be expensive and time-consuming. In axddiin an infringement proceeding, a court mayidiethat a patent of ours is invalid or
unenforceable, or may refuse to stop the othey fanin using the technology at issue on the grouhdsour patents do not cover the
technology in question. An adverse result in atigdiion proceeding could put one or more of ouepts at risk of being invalidated or
interpreted narrowly. Furthermore, because of thistntial amount of discovery required in conrmectvith intellectual property litigation,
there is a risk that some of our confidential infation could be compromised by disclosure duringtipe of litigation.

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

Our commercial success depends upon our abilitytlemdbility of our collaborators to develop, maauifire, market and sell our product
candidates and use our proprietary technologigsowttinfringing the enforceable proprietary righfghird parties. We may become party to,
or threatened with, future adversarial proceedordgigation regarding intellectual property righwith respect to our products and technology
including interference or derivation proceedingbbethe U.S. Patent and Trademark Office. Thindipsmay assert infringement claims
against us based on existing patents or paterttendnabe granted in the future. If we are founéhfdnge a third party’s intellectual property
rights, we could be required to obtain a licensenfisuch third party to continue developing and ratng our products and technology.
However, we may not be able to obtain any requicethse on commercially reasonable terms or aE&kn if we were able to obtain a licer
it could be non-exclusive, thereby giving our cotitpes access to the same technologies licensad.td/e could be forced, including by court
order, to cease commercializing the infringing teslbgy or product. In addition, we could be fourable for monetary damages. A finding of
infringement could prevent us from commercializong product candidates or force us to cease sornardjusiness operations, which could
materially harm our business. Claims that we haisappropriated the confidential information or gakcrets of third parties can have a
similar negative impact on our business.

For example, we are aware of issued U.S. patetdslyeGenentech broadly covering methods of prauyceertain types of recombinant
antibodies and related compositions for antibodydpction that may be relevant to our developmedt@mmmercialization of MM-121, MM-
151 and MM-141. These patents expire in 2018. Geslrhas asserted infringement claims against akepkarmaceutical and biotechnology
companies based on these patents. If these pateresdetermined to be valid and cover our prodantidlates, we would need to obtain a
license to the patented technology, which may casdge incur licensing related costs. Howevercerse to these patents may not be availabl
on commercially reasonable terms, or at all. Oilaifa to obtain a license to these patents coulayder prevent our development and
commercialization of our product candidates inltimited States.

We may be subject to claims that our employees harengfully used or disclosed alleged trade seciftsheir former employers.

Many of our employees were previously employednatersities or other biotechnology or pharmacelitoapanies, 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 subjectltones that we or these employees have used oodistlintellectual property, including trade
secrets or other proprietary
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information, of any such employee’s former employétigation may be necessary to defend againgetdaims. If we fail in defending any
such claims, in addition to paying monetary damagesmay lose valuable intellectual property rightgersonnel. Even if we are successf
defending against such claims, litigation couldifes substantial costs and be a distraction toagament.

We are currently engaged in two ongoing oppositijgroceedings to European patents in the European dtatOffice. If we are not
successful in these proceedings, we may not be eh@mmercialize some of our product candidatesheut infringing patents held by thir
parties.

We are currently engaged in two ongoing oppositimteedings to European patents in the Europeamf@ffice to narrow or
invalidate the claims of patents owned by thirdipar For more information, see Part |, Item 3. dldgroceedings in this Annual Report on
Form 10-K. We have obtained favorable interim decis in both oppositions, although both decisiorsrew under appeal. The ultimate
outcome of these oppositions remains uncertainelfre not ultimately successful in these procegdiand the issued claims of the patents w
are opposing were determined to be valid and coedtto cover MM-121, MM-111 or MM-141, we may net &ble to commercialize MM-
121, MM-111 or MM-141 in some or all European caigs without infringing such patents. If we infrim@ valid claim of these patents, we
would need to obtain a license to the patentechtdolyy, which may cause us to incur licensing-eslatosts. For example, under our license
and collaboration agreement with Sanofi, we arégabtd to pay all licensing costs for specifieddiparty patent rights that we or Sanofi may
in the future license for the development and coneiakzation of MM-121, including the patent rightgat are the subject of one of these
opposition proceedings. However, a license to ttergs that are the subject of these oppositiocegaings may not be available on
commercially reasonable terms or at all. As a testd could be liable for monetary damages or wg beaforced to delay, suspend, forego or
cease commercializing these product candidatesnre or all countries in Europe if we were foundntiinge a valid claim of these patents. In
addition, even if we are ultimately successfuliage European opposition proceedings, such resoitkl be limited to our activities in Euro

We are also aware of issued or pending counterfiase of these European patents in the UnitegSthat may be relevant to our
development and commercialization of MM-121. Ifsbgatents were determined to be valid and corstaueover MM-121, our development
and commercialization of MM-121 in the United Stateuld be delayed or prevented.

Intellectual property litigation could cause us &pend substantial resources and distract our penseinfrom their normal responsibilities

Even if resolved in our favor, litigation or otHegal proceedings relating to intellectual propefaims may cause us to incur significant
expenses, and could distract our technical and geanant personnel from their normal responsibilitirsaddition, there could be public
announcements of the results of hearings, motiowsher interim proceedings or developments aisgdurities analysts or investors perceive
these results to be negative, it could have a anbat adverse effect on the price of our commoulstSuch litigation or proceedings could
substantially increase our operating losses anagceedur resources available for development aigsvitVe may not have sufficient financial
other resources to adequately conduct such litigair proceedings. Some of our competitors maybteta sustain the costs of such litigation
or proceedings more effectively than we can becafiffeeir substantially greater financial resourdgéiscertainties resulting from the initiation
and continuation of patent litigation or other predings could have a material adverse effect ombility to compete in the marketplace.

If we are unable to protect the confidentiality ofur trade secrets, our business and competitiveipms would be harmed

In addition to our patented technology and produeesrely on trade secrets, including unpatentexiwkhow, technology and other
proprietary information, to maintain our competi#tiposition. We seek to protect these trade sedéngsyrt, by entering into non-disclosure and
confidentiality agreements with parties that have
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access to them, such as our employees, corpordbamators, outside scientific collaborators, spaned researchers, contract manufacturers,
consultants, advisors and other third parties. \&f@ @nter into confidentiality and invention or gatt assignment agreements with our
employees and consultants. In addition, any ofelpesties may breach the agreements and discloggaprietary information, and we may
not be able to obtain adequate remedies for suedches. Enforcing a claim that a party illegallyctbsed or misappropriated a trade secret is
difficult, expensive and time-consuming, and thé&come is unpredictable. In addition, some courssdiem and outside the United States are les
willing or unwilling to protect trade secrets. Hiyaof our trade secrets were to be lawfully obtdineindependently developed by a competitor
we would have no right to prevent them from usimat technology or information to compete with disrly of our trade secrets were to be
disclosed to or independently developed by a coiopebur competitive position would be harmed.

Risks Related to Regulatory Approval of Our ProductCandidates

If we are not able to obtain required regulatory ppovals, we will not be able to commercialize oupguct candidates, and our ability 1
generate revenue will be materially impaire

Our product candidates, including our six most adea product candidates, and the activities aswsaotigith their development and
commercialization, including their design, testintgnufacture, safety, efficacy, recordkeeping, llagestorage, approval, advertising,
promotion, sale and distribution, import, expoaipling and marketing are subject to comprehensigelation by the FDA and other
regulatory agencies in the United States and bypewable authorities in other countries. Failurelitain regulatory approval for a product
candidate will prevent us from commercializing greduct candidate. We have not received regulatpproval to market any of our product
candidates in any jurisdiction. We have only lirdiexperience in filing and supporting the applicasi necessary to gain regulatory approvals
and expect to rely on thirgarty contract research organizations to assist thés process. Securing regulatory approval neguihe submissic
of extensive preclinical and clinical data and sarfipg information to the FDA and other regulatagencies for each therapeutic indication to
establish the product candidate’s safety and effic&ecuring regulatory approval also requiresstifamission of information about the product
manufacturing process to, and inspection of marnufeg facilities by, the FDA or other regulatorgemcies. Our product candidates may not
be effective, may be only moderately effective @ayrprove to have undesirable or unintended sideeesf toxicities or other characteristics -
may preclude our obtaining regulatory approvalrevpnt or limit commercial use.

The process of obtaining regulatory approvals geesive, may take many years if additional clinicals are required, if approval is
obtained at all, and can vary substantially based wariety of factors, including the type, comixand novelty of the product candidates
involved. Changes in regulatory approval policiesing the development period, changes in or thetement of additional statutes or
regulations, changes in regulatory review for eadbmitted product application or approval of otherducts for the same indication may ce
delays in the approval or rejection of an applmatiRegulatory agencies have substantial discratitime approval process and may refuse to
accept any application or may decide that our Baitesufficient for approval and require additiopaéclinical, clinical or other studies. In
addition, varying interpretations of the data ofstai from preclinical and clinical testing couldagllimit or prevent regulatory approval of a
product candidate. Any regulatory approval we utiely obtain may be limited or subject to restoins or post-approval commitments that
render the approved product not commercially viable

If we pursue development of a companion diagnostiddentify patients who are likely to benefit fromtherapeutic product, failure ti
obtain approval for the diagnostic may prevent celdy approval of the therapeutic product.

We are attempting to develop companion diagnostiddentify patients who are likely to benefit fravar therapeutic product candidates.
All of our companion diagnostic candidates arericpinical development or clinical feasibility texj. We have very limited experience in the
development of diagnostics and, even with the béthird parties with greater experience, may taibbtain the required diagnostic product
marketing approval, which could prevent or delagrapal of the therapeutic product.
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In July 2011, the FDA issued draft guidance thatest that if safe and effective use of a therapelgpends on an vitro diagnostic, the
the FDA generally will not approve the therapeutitess the FDA approves or clears this Vitro companion diagnostic device” at the same
time that the FDA approves the therapeutic. The@am or clearance of tha vitro diagnostic most likely will occur through the FDACente
for Devices and Radiological Health Office of Int\i Diagnostics and Radiological Health. It is wazlwhether the FDA will finalize this
guidance in its current format. Even if the FDA ddi@alize the guidance in its current formatsitinclear how it will interpret the guidance.
Even with the issuance of the draft guidance, DA'E expectations foin vitro companion diagnostics remain unclear in some résp€be
FDA's developing expectations will affect omrvitro companion diagnostics. In particular, the FDA miayitlour ability to use retrospective
data, otherwise disagree with our approachesdbdeisign, biomarker qualification, clinical andabical validity and clinical utility, or make
us repeat aspects of the trial or initiate newdria

Because our companion diagnostic candidates ane @arly stage of development, we cannot yet knbatithe FDA will require for any
of these tests. For four of our six most advangeduyct candidates, MM-121, MM-111, MM-151 and MM114ve are attempting to develop
anin vitro companion diagnostic that will help identify patietikely to benefit from the therapy. Whether #®A will consider thes@ vitro
diagnostics to be th vitro companion diagnostic devices” that require simatars approval or clearance with the therapeutideutine draft
guidance will depend on whether the FDA views ttagdostics to be essential to the safety and &fficd these therapeutics.

For our two other most advanced product candiddd&4,398 and MM-302, although we are also invesfiggpossiblen vitro
companion diagnostics, we are currently developingvocompanion diagnostics in the form of imaging agéimas may help identify patients
likely to benefit from the therapy. Imaging ageats regulated as drugs by the FDA’s Center for (Eugluation and Research and, as such,
are generally subject to the regulatory requiresapplicable to other new drug candidates. AlthaighFDA has not issued guidance with
respect to the simultaneous approvahofivo diagnostics and therapeutics, it is possible thatfDA will apply a standard similar to that for
vitro diagnostics.

Based on the FDA'’s past practice with companioglistics, if we are successful in developing a camgn diagnostic for any of our
six most advanced product candidates, we wouldaxpat FDA approval of aim vitro companion diagnostic, and possiblyiavivo
companion diagnostic, would be required for appravna subsequent commercialization of each sudfapleitic product candidate. We are
aware of any currently available diagnostics thiatecessary, would otherwise allow us to proceét the approval and subsequent
commercialization of our product candidates despitielay in or failure of our attempts to developnpanion diagnostics.

If we fail to maintain orphan drug exclusivity foMM-398 or MM-111, we will have to rely on other rightand protections for these product
candidates.

We have obtained orphan drug designation in théedrtates and orphan medicinal product designatitire European Union for MM-
398 for the treatment of pancreatic cancer and bat@&ned orphan drug designation in the UnitedeStéor MM-111 for the treatment of
esophageal cancer and of gastric and gastroesaghagetion cancers. In the United States, undeiQrphan Drug Act, the FDA may
designate a product as an orphan drug if it isug éhtended to treat a rare disease or condititricinis generally defined as a patient
population of fewer than 200,000 individuals in theited States.

In the United States, the company that first olst&BDA approval for a designated orphan drug forsthecified rare disease or condition
receives orphan drug marketing exclusivity for ttiatg for a period of seven years. This orphan @pausivity prevents the FDA from
approving another application, including a full NPi& market the same drug for the same orphanatidit, except in limited circumstances.
For purposes of small molecule drugs, the FDA desfithe term “same drug” to mean a drug that costhi® same active molecule and that is
intended for the same use as the approved orplugn @rphan drug exclusivity may be lost if the
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FDA determines that the request for designationwaterially defective or if the manufacturer is bigsto assure sufficient quantity of the d
to meet the needs of patients with the rare diseasendition.

Even if we obtain orphan drug exclusivity for a gwot, that exclusivity may not effectively protéiese product from competition because
different drugs can be approved for the same cmmdiEven after an orphan drug is approved, the EBA subsequently approve the same
for the same condition if the FDA concludes that léiter drug is clinically superior in that it isasvn to be safer, more effective or makes a
major contribution to patient care.

The EMA grants orphan medicinal product designatiopromote the development of products that mégr dfierapeutic benefits for life-
threatening or chronically debilitating conditioafecting not more than five in 10,000 people ia Buropean Union. Orphan medicinal
product designation from the EMA provides ten yedmnarketing exclusivity following drug approvaljbject to reduction to six years if the
designation criteria are no longer met.

Our therapeutic product candidates for which we émtd to seek approval as biological or drug produstay face competition sooner than
expected.

With the enactment of the BPCIA as part of the He&lare and Education Reconciliation Act of 2010the Health Care Reform Law,
abbreviated pathway for the approval of biosimélad interchangeable biological products was credted abbreviated regulatory pathway
establishes legal authority for the FDA to reviawd approve biosimilar biologics, including the pbksdesignation of a biosimilar as
“interchangeable” based on their similarity to ¢xig brand product. Under the BPCIA, an applicafimna biosimilar product cannot be
approved by the FDA until 12 years after the oidjioranded product was approved under a BLA. Th€IBRs complex and is only beginnil
to be interpreted and implemented by the FDA. Assallt, its ultimate impact, implementation and meg is subject to uncertainty. While it
uncertain when any such processes may be fullytaddyy the FDA, any such processes could have arialadverse effect on the future
commercial prospects for our biological products.

We believe that any of our products approved asladical product under a BLA should qualify foreth2-year period of exclusivity.
However:

. a potential competitor could seek and obtaprayal of its own BLA during our exclusivity periadstead of seeking approval of a
biosimilar version; an

. the FDA could consider a particular productdidate, such as MM-302, which contains both drug lzinlogical product
components, to be a drug subject to review purstaeaih NDA, and therefore eligible for a signifidlgrshorter marketing
exclusivity period as provided under the Drug P@aampetition and Patent Term Restoration Act of4l!

Moreover, the extent to which a biosimilar, onceraped, will be substituted for any one of our refeee products in a way that is sim
to traditional generic substitution for non-biologi products is not yet clear and will depend orumber of marketplace and regulatory factors
that are still developing.

In addition, a drug product approved under an NBUch as MM398 if it were to be approved, could face genesimpetition earlier tha
expected. The enactment of the Generic Drug Userreendments of 2012 as part of the FDASIA esthblisa user fee program that will
generate hundreds of millions of dollars in fundiogthe FDA'’s generic drug review program. Fundiram the user fee program, along with
performance goals that the FDA negotiated withgieeric drug industry, could significantly decretteetimeframe for FDA review and
approval of generic drug applications.
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Failure to obtain regulatory approval in internatieal jurisdictions would prevent us from marketinguo products abroad.

We intend to market our products both within antsmle the United States. In particular, we plamarket and sell ourselves any
products for which we receive marketing approvahie European Union, rather than relying on thiadips for these capabilities. This may
increase the risks described below with respeatitaccompliance with foreign regulations.

In order to market and sell our products in thedpean Union and many other jurisdictions, we mbstio separate regulatory approvals
and comply with numerous and varying regulatoryuremments. The approval procedure varies amongtdearand can involve additional
testing, including sometimes additional testingliildren. The time required to obtain approvalarefgn countries may differ substantially
from that required to obtain FDA approval. The dagory approval process outside the United Stageeglly includes all of the risks
associated with obtaining FDA approval. In addifimnmany countries outside the United States, ieguired that the product be approved for
reimbursement before the product can be sold incthantry. We may not obtain approvals from reguiatiuthorities outside the United States
on a timely basis, if at all. Approval by the FDAea$ not ensure approval by regulatory authoritiesther countries or jurisdictions, and
approval by one regulatory authority outside thététhStates does not ensure approval by regulatatyorities in other countries or
jurisdictions or by the FDA. We may not be abldil®for regulatory approvals and may not receieeessary approvals to commercialize
products in any market.

Any product for which we obtain marketing approvabuld be subject to restrictions or withdrawal frothe market and we may be subjec
penalties if we fail to comply with regulatory reqaments or if we experience unanticipated problemih our products, when and if any ¢
them are approved.

Any product for which we obtain marketing approvabng with the manufacturing processes, post-agpinical data, labeling,
advertising and promotional activities for suchduret, will be subject to continual requirementsné review by the FDA and other regulatory
authorities. These requirements include submisgbsafety and other post-marketing information egybrts, registration and listing
requirements, cGMP or QSR requirements relatingutdity control, quality assurance and correspogpdiaintenance of records and
documents, requirements regarding the distribudfosamples to physicians and recordkeeping. Evesnifilatory approval of a product is
granted, the approval may be subject to limitationshe indicated uses for which the product maynbeketed or to the conditions of appro
or contain requirements for costly post-marketiegting and surveillance to monitor the safety fica€y of the product. Later discovery of
previously unknown problems with our products, nfanturers or manufacturing processes, or failureotoply with regulatory requirements,
may result in actions such as:

. restrictions on such products, manufacturers orufsaturing processe
. restrictions on the marketing of a prodt

. 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 suppitgmi® 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 protiy

. product seizure; ¢

. injunctions or the impaosition of civil or crimingkenalties
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The FDASIA provides the FDA with new inspectionfaarities. A drug or biologic will be considered #duated, with possible resulting
civil and criminal penalties, if the owner or opteraof the establishment where it is made, proatgsacked or held delays, denies, limits or
refuses inspection. The FDASIA also replaces thariial inspection schedule for drugs and biolowiitk a risk-based inspection schedule.
The law grants the FDA authority to require a doadpiologics manufacturer to provide, in advancénstead of an inspection, and at the
manufacturer’s expense, any records or other irdtion that the agency may otherwise inspect atatiéity. The FDASIA also permits the
FDA to share inspection information with foreignvgonments under certain circumstances. The FDASIEmplex and has yet to be fully
interpreted and implemented by the FDA. As a reéslultimate impact, implementation and meanirggsubject to uncertainty.

The FDASIA also provides the FDA with additionatiaarity to exercise against manufacturers of drugsiologics that are not adhering
to pediatric study requirements, which apply e¥eéhaé manufacturer is not seeking to market thg dnubiologic to pediatric patients. As of
April 2013, the FDA must issue non-compliance Istte companies who do not meet the pediatric stagyirements. Any company receiving
a non-compliance letter would have an opporturtsespond, and the non-compliance letter and coynpeaponse would become publicly
available.

Our relationships with customers and payors will babject to applicable anti-kickback, fraud and akeiand other healthcare laws and
regulations, which could expose us to criminal saions, civil penalties, contractual damages, reptitgal harm and diminished profits and
future earnings.

Healthcare providers, physicians and others plagmaary role in the recommendation and prescriptibany products for which we
obtain marketing approval. Our future arrangemeittis third-party payors and customers may expos® bsoadly applicable fraud and abuse
and other healthcare laws and regulations thataoagtrain the business or financial arrangemerdgaationships through which we market,
sell and distribute our products for which we obtaiarketing approval. Restrictions under applicébteral and state healthcare laws and
regulations include the following:

. the federal healthcare anti-kickback statutehjlnits, among other things, persons from knowiragig willfully soliciting, offering,
receiving or providing remuneration, directly odirectly, in cash or in kind, to induce or rewaither the referral of an individual
for, or the purchase, order or recommendationmof,god or service, for which payment may be mautteufederal healthcare
programs such as Medicare and Medic

. the federal False Claims Act imposes crimimal aivil penalties, including civil whistleblower qui tam actions, against
individuals or entities for knowingly presenting,@using to be presented, to the federal goverhrokims for payment that are
false or fraudulent or making a false statemeiivtmid, decrease or conceal an obligation to payeyndn the federal governmel

. the federal Health Insurance Portability and¢@untability Act of 1996, as amended by the Heldfbrmation Technology for
Economic and Clinical Health Act, imposes crimiaad civil liability for executing a scheme to defdaany healthcare benefit
program and also imposes obligations, including sasory contractual terms, with respect to safeguagrthe privacy, security and
transmission of individually identifiable healtHfénmation;

. the federal false statements statute prohitoicsvingly and willfully falsifying, concealing oravering up a material fact or making
any materially false statement in connection whit delivery of or payment for healthcare beneifigsns or services

. the federal transparency requirements undeHtadth Care Reform Law requires manufacturersofsl devices, biologics and
medical supplies to report to the Department oflftieend Human Services information related to ptigsi payments and other
transfers of value and physician ownership andstment interests; ar
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. analogous state laws and regulations, suctates antikickback and false claims laws, may apply to satesarketing arrangemei
and claims involving healthcare items or serviesbursed by non-governmental thjpdrty payors, including private insurers,
some state laws require pharmaceutical companiesnply with the pharmaceutical industry’s volugtaompliance guidelines
and the relevant compliance guidance promulgatetidyederal government in addition to requiringwifacturers to report
information related to payments to physicians atheiohealth care providers or marketing expendstt

Efforts to ensure that our business arrangemertisthird parties will comply with applicable heattire laws and regulations will invol
substantial costs. It is possible that governmemnigiorities will conclude that our business p@gtimay not comply with current or future
statutes, regulations or case law involving appliedraud and abuse or other healthcare laws apdatons. 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, excluimm government funded healthcare programs, ssdledicare and Medicaid, and the
curtailment or restructuring of our operationsaify of the physicians or other providers or ergitigth whom we expect to do business with
found to be not in compliance with applicable latii®y may be subject to criminal, civil or adminggive sanctions, including exclusions from
government funded healthcare programs.

Recently enacted and future legislation may increabe difficulty and cost for us to obtain marketirapproval of and commercialize o1
product candidates and affect the prices we mayadit

In the United States and some foreign jurisdictiohere have been a number of legislative and atgyl changes and proposed changes
regarding the healthcare system that could premedélay marketing approval of our product canaidatestrict or regulate post-approval
activities and affect our ability to profitably sahy products for which we obtain marketing appiov

In the United States, the Medicare PrescriptiongDtmnprovement, and Modernization Act of 2003,lex Medicare Modernization Act,
changed the way Medicare covers and pays for plaeuatigal products. The legislation expanded Medicaverage for drug purchases by the
elderly and introduced a new reimbursement mettoggobased on average sales prices for physiciamnétared drugs. In addition, this
legislation provided authority for limiting the nio@r of drugs that will be covered in any therapedkass. Cost reduction initiatives and other
provisions of this legislation could decrease theetage and price that we receive for any apprgveducts. While the Medicare
Modernization Act applies only to drug benefits kbéedicare beneficiaries, private payors often felldedicare coverage policy and payment
limitations in setting their own reimbursement sat€herefore, any reduction in reimbursement tesilts from the Medicare Modernization
Act may result in a similar reduction in paymentsi private payors.

Moreover, in March 2010, President Obama signeallaw the Health Care Reform Law, a sweeping laerded to broaden access to
health insurance, reduce or constrain the growtteafthcare spending, enhance remedies againsgtdraliabuse, add new transparency
requirements for health care and health insuramestries, impose new taxes and fees on the hedliistry and impose additional health
policy reforms. Effective October 1, 2010, the Hle&lare Reform Law revises the definition of “axggrananufacturer price” for reporting
purposes, which could increase the amount of Madiitaug rebates to states. Further, the new lavosep a significant annual fee on
companies that manufacture or import branded ppgsur drug products. Substantial new provisiorfe@fng compliance have also been
enacted, which may affect our business practicés wgalth care practitioners. We will not know thk effects of the Health Care Reform L
until all applicable federal and state agencieshasued regulations or guidance under the newAétivough it is too early to determine the
effect of the Health Care Reform Law, the new lgpears likely to continue the pressure on pharnta@gypricing, especially under the
Medicare program, and may also increase our remyléurdens and operating costs.
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Most recently, on July 9, 2012, President Obamaesighe FDASIA into law. The broad, sweeping lataklishes new user fee progra
and provides the FDA with new authority in the @rehdrugs, biologics and medical devices. We atecartain what the full impact of these
changes will be on our business, particularly asRBA will need to publish regulations and issu&gnces to implement the new legislation.
We are not sure whether additional legislative gesrwill be enacted, or whether other FDA reguletjguidance or interpretations will be
changed, or what the impact of such changes oméhketing approvals of our product candidatesnyf, anay be. In the area of companion
diagnostics, FDA officials indicated in 2010 thla¢ tagency planned to issue two guidances in tee. dihe FDA issued one draft guidance in
July 2011. The FDA has yet to issue a second draftance and may decide not to issue a secondgiriaiince. The FDA's expected issuance
of a final guidance, or issuance of additional dgaidance, could affect our developmentrofitro companion diagnostics and the applicable
regulatory requirements. In addition, increasedtity by Congress of the FDA'’s approval process siggificantly delay or prevent
marketing approval, as well as subject us to moiegent product labeling and post-marketing testind other requirements.

Risks Related to Employee Matters and Managing Grotin

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

We are highly dependent on Robert J. Mulroy, o@skient and Chief Executive Officer, and the offtércipal members of our
executive and scientific teams. Although we havenfd employment agreements with each of our exeeutfficers, these agreements do not
prevent our executives from terminating their ergpient with us at any time. We do not maintain “lpgyson” insurance for any of our
executives or other employees. The loss of thaseEswf any of these persons could impede the @eiment of our research, development and
commercialization objectives.

Recruiting and retaining qualified scientific, étial, manufacturing and sales and marketing perdonitl also be critical to our success.
We may not be able to attract and retain theseopaed on acceptable terms given the competitionnrgnmumerous pharmaceutical and
biotechnology companies for similar personnel. \Iige axperience competition for the hiring of scifefmtand clinical personnel from
universities and research institutions. In additiea rely on consultants and advisors, includirigrgdic and clinical advisors, to assist us in
formulating our research and development and comialeration strategy. Our consultants and adviseay be employed by employers other
than us and may have commitments under consultiaglvisory contracts with other entities that mayitl their availability to us.

We expect to expand our development, manufacturiregulatory and sales and marketing capabilitiefidhas a result, we may encounter
difficulties in managing our growth, which could drupt our operations.

We expect to experience significant growth in thenber of our employees and the scope of our opastparticularly in the areas of
drug development, manufacturing, regulatory affaimd sales and marketing. To manage our anticigatece growth, we must continue to
implement and improve our managerial, operationdlfanancial systems, expand our facilities andtioor to recruit and train additional
qualified personnel. Due to our limited financiatources and the limited experience of our managet@am in managing a company with
such anticipated growth, we may not be able tacéffely manage the expansion of our operationgoruit and train additional qualified
personnel. The physical expansion of our operatioag lead to significant costs and may divert oanagement and business development
resources. Any inability to manage growth couldagiehe execution of our business plans or disrupbperations.
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We have entered into and may continue to enter intcseek to enter into business combinations anduisitions which may be difficult to
integrate, disrupt our business, divert managemattention or dilute stockholder value.

As part of our business strategy, we may enterboginess combinations and acquisitions. Althoughaequired Hermes in October
2009, we have limited experience in making acqoist. In addition, acquisitions are typically acqamied by a number of risks, including:

. the difficulty of integrating the operations andgmnnel of the acquired compani
. the potential disruption of our ongoing business distraction of managemel

. potential unknown liabilities and expens

. the failure to achieve the expected benefits ottirabination or acquisitior

. the maintenance of acceptable standards, conpr@isedures and policies; a

. the impairment of relationships with employees assalt of any integration of new management ahéropersonne

If we are not successful in completing acquisititret we may pursue in the future, we would be ireguo reevaluate our business
strategy and we may have incurred substantial esqgeand devoted significant management time andiress in seeking to complete the
acquisitions. In addition, with future acquisitiomge could use substantial portions of our avadaialsh as all or a portion of the purchase [
As we did for the acquisition of Hermes, we coukbassue additional securities as consideratiothfese acquisitions, which could cause our
stockholders to suffer significant dilution.

Risks Related to Our Common Stock

Our executive officers, directors and principal stcholders maintain the ability to significantly infience all matters submitted to
stockholders for approva

Our executive officers, directors and stockholdein® own more than 5% of our outstanding commonkstiocthe aggregate, beneficially
own a large portion of our capital stock. As a testithese stockholders were to choose to acttiogr, they would be able to significantly
influence all matters submitted to our stockholdersapproval, as well as our management and aff&ior example, these persons, if they
choose to act together, will significantly influenthe election of directors and approval of anygaerconsolidation or sale of all or
substantially all of our assets. This concentratibmoting power could allow, delay or prevent aquaisition of our company on terms that
other stockholders may desire.

Provisions in our corporate charter documents andder Delaware law could make an acquisition of wghich may be beneficial to oL
stockholders, more difficult and may prevent attetsjpy our stockholders to replace or remove our reunt management

Provisions in our corporate charter and our bylevay discourage, delay or prevent a merger, acguigit other change in control of us
that stockholders may consider favorable, includiagsactions in which you might otherwise receiymemium for your shares. These
provisions could also limit the price that investamight be willing to pay in the future for shasdour common stock, thereby depressing the
market price of our common stock. In addition, thpsovisions may frustrate or prevent any atterhptsur stockholders to replace or remove
our current management by making it more diffi¢éaitstockholders to replace members of our boawiretctors. Because our board of
directors is responsible for appointing the memibéisur management team, these provisions coularinaffect any attempt by our
stockholders to replace current members of our gemant team. Among others, these provisions:

. allow the authorized number of our directors tacbhanged only by resolution of our board of direst

. establish advance notice requirements for $tolcler proposals that can be acted on at stockholdetings and nominations to our
board of directors
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. require that stockholder actions must be eéigett a duly called stockholder meeting and prokittions by our stockholders by
written consent
. limit who may call stockholder meetinc

. authorize our board of directors to issue prefiéstock without stockholder approval, which cbié used to institute a “poison pill”
that would work to dilute the stock ownership giatential hostile acquirer, effectively preventegfuisitions that have not been
approved by our board of directors; ¢

. require the approval of the holders of at |6&8t of the votes that all our stockholders wowgcehtitled to cast to amend or repeal
certain provisions of our charter or byla\

Moreover, because we are incorporated in Delawegegre governed by the provisions of Section 20B@Delaware General
Corporation Law, which prohibits a person who ownsxcess of 15% of our outstanding voting stockrfirmerging or combining with us fol
period of three years after the date of the traimam which the person acquired in excess of W%ur outstanding voting stock, unless the
merger or combination is approved in a prescribadmar.

Further, the repurchase right under the convertiblgor notes in connection with a fundamental gealas defined therein) and any
increase in the conversion rate in connection withake-whole fundamental change could also disgeuwsgotential acquirer.

Our stock price has been and may in the future hmatile, which could cause holders of our commorsk to incur substantial losses.

Our stock price has been and in the future maybgest to substantial price volatility. The stoclmket in general and the market for
biotechnology companies in particular have expegdrextreme volatility that has often been unrelatethe operating performance of
particular companies. As a result of this volatjlibur stockholders could incur substantial los$&g market price for our 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 competitol

. regulatory or legal developments in the United &tand other countrie

. developments or disputes concerning patents or ptiogrietary rights

. the recruitment or departure of key person

. variations in our financial results or those of gamies that are perceived to be similar tc
. changes in the structure of healthcare paymentsys

. market conditions in the pharmaceutical anddgionology sectors and issuance of new or charg@mdises analysts’ reports or
recommendation:

. general economic, industry and market conditions;

. the other factors described in t*Risk Factor” section.

Because we do not anticipate paying any cash dimteon our common stock in the foreseeable futucapital appreciation, if any, will b
the sole source of gain for holders of our commaoek.

We have never declared or paid cash dividends oo@umon stock. We currently intend to retain &lbor future earnings, if any, to
finance the growth and development of our businesaddition, the terms of existing or any futuebtiagreements may preclude us from
paying dividends. As a result, capital appreciatibany, of our common stock will be the sole smuof gain for holders of our common stock
for the foreseeable future.
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We are an “emerging growth company” and our eleatito delay adoption of new or revised accountingredards applicable to public
companies may result in our financial statementstriieing comparable to those of other public compasi As a result of this and other
reduced disclosure requirements applicable to eniegggrowth companies, our common stock may be lat$gactive to investors.

We are an “emerging growth company,” as definetth@nJOBS Act, and may remain an emerging growthpamm for up to five years,
until December 31, 2017, although if the marketigadf our common stock that is held by raffiliates exceeds $700 million as of any June
before that time or if we have annual gross revemfiél billion or more in any fiscal year, we wiwease to be an emerging growth compan
as of December 31 of the applicable year. For 8g &s we remain an emerging growth company, weenmitted and intend to rely on
exemptions from certain reporting requirements #natapplicable to other public companies thanhateemerging growth companies. These
exemptions include but are not limited to not beieguired to comply with the auditor attestatioguieements of Section 404 of the Sarbanes-
Oxley Act of 2002, not being required to complytwétny requirement that may be adopted by the P@diopany Accounting Oversight
Board regarding mandatory audit firm rotation @uaplement to the auditor’s report providing adxditil information about the audit and the
financial statements, reduced disclosure obligati@garding executive compensation in our pericghorts and proxy statements, and
exemptions from the requirements of holding a nmthibg advisory vote on executive compensationstndkholder approval of any golden
parachute payments not previously approved.

Among other provisions, the JOBS Act provides #traemerging growth company can take advantagesattended transition period
provided in Section 7(a)(2)(B) of the Securities AE1933, as amended, or the Securities Act, donmying with new or revised accounting
standards. This allows an emerging growth compardetay the adoption of certain accounting starslardil those standards would otherwise
apply to private companies. We have elected toydsliah adoption of new or revised accounting stedsjand as a result, we may not comply
with new or revised accounting standards on threvegit dates on which adoption of such standandsjisired for public companies that are no
emerging growth companies. As a result of suchtielecour financial statements may not be comparébthe financial statements of other
public companies.

We cannot predict whether investors will find oonamon stock less attractive because we will relyh@se exemptions. If some
investors find our common stock less attractiva assult, there may be a less active trading mdoketur common stock and our stock price
may be more volatile.

Future sales of shares of our common stock, incladiby us or our directors and executive officers eirares issued upon the exercise of
currently outstanding options and warrants, or upaonversion of outstanding convertible notes, coalguse the market price of our
common stock to drop significantly, even if our bnsss is doing well.

A substantial portion of our outstanding commortktcan be traded without restriction at any timem® of these shares are currently
restricted as a result of securities laws, but béllable to be sold, subject to any applicablemellimitations under federal securities laws witt
respect to affiliate sales, in the near futuresfesh, sales of a substantial number of sharesraf@umon stock in the public market could
occur at any time. These sales, or the perceptitinei market that the holders of a large numbeshafes intend to sell shares, by us or others,
could reduce the market price of our common stbtlkddition, we have a significant number of shdines are subject to outstanding options
and warrants, and we may issue shares of our consitock upon conversion of outstanding convertildtes. The exercise of these options
warrants or the issuance of shares of our comnamk stpon conversion of the notes and the subsegaénbf the underlying common stock
could cause a further decline in our stock prideese sales also might make it difficult for used squity securities in the future at a time and
at a price that we deem appropriate. We cannofgirée size of future issuances or the effecniy, that any future issuances may have ol
market price for our common stock.

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

Our principal facilities consist of approximatel22,000 square feet of research, manufacturing #m# gpace located at One Kendall
Square in Cambridge, Massachusetts. The leasé thrisadpace expires in June 2019. We retain aioopd renew the lease on all of our
current space for an additional period of eithex onfive years.

The facilities of our Silver Creek subsidiary catsif approximately 1,878 square feet of reseanchadfice space located in San
Francisco, California. The lease on this spaceregpn June 2014, subject to an option to exteaddase for six additional months.

Item 3. Legal Proceedings

We are currently engaged in two ongoing oppositimteedings to European patents in the Europeamf@tfice to narrow or
invalidate the claims of patents owned by thirdipar We have obtained favorable interim decisiartoth oppositions, although both
decisions are now under appeal. The ultimate outcointhese oppositions remains uncertain.

We filed our notice of opposition in the first pesxling, opposing a patent (EP 0896586) held by @eok in July 2007 on the grounds
of added matter, insufficient disclosure, lack ofrelty and lack of inventive step. Amgen Inc. ar@lRharma GmbH also opposed the
Genentech patent. If the issued claims of the Genbrpatent were determined to be valid and coadtro cover MM-121, MM-111 or MM-
141, our development and commercialization of th@educt candidates in Europe could be delayederegmted. In August 2009, the
European Patent Office issued a written decisigattiag several sets of Genentech’s claims and ldptgpthe patent solely on the basis of a
further set of claims that we believe will not regtthe development or commercialization of MM-124M-111 or MM-141. All parties have
appealed this decision. Pending the outcome odpipeal proceedings, the original issued claimd®iGenentech patent remain in effect. Eac
party has submitted written statements regardiagfipeal to the European Patent Office. Oral prings for the appeal are scheduled for
May 2014.

We filed our notice of opposition in the secondge®eding, opposing a patent (EP 1187634) held bgute(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 patenéewetermined 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 EuropeanrP&@ffice issued a written decision
revoking Zensurs patent. Zensun has appealed this decision. RetitBroutcome of this appeal, the original issuathts of the Zensun pate
remain in effect. Each party has submitted writiements regarding the appeal to the Europe@antRatfice. No date has been set for a
hearing for the appeal.

We are not currently a party to any other matdeigal proceedings.

Item 4. Mine Safety Disclosures
Not applicable.
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PART Il

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities

Our common stock has been publicly traded on th&NAQ Global Market since March 29, 2012 under ymatml “MACK”. Prior to
that time, there was no public market for our commatock. As a result, the following table setsHpfor the quarterly periods indicated, the
high and low sales prices of our common stock perted on the NASDAQ Global Market for each quairtethe years ended December 31,
2012 and 2013.

High Low
Year ended December 31, 201
First quarter (beginning March 29, 20: $ 6.5C $5.81
Second Quarte $ 9.0C $5.6¢€
Third Quartel $11.11 $7.0C
Fourth Quarte $ 9.4C $5.91
Year ended December 31, 2013
First Quartel $ 6.6¢ $5.9C
Second Quarte $ 6.7¢ $4.0¢
Third Quartel $ 7.0¢ $3.2¢
Fourth Quarte $ 5.41 $2.0¢

Holders

As of February 28, 2014, there were approximatéy Rolders of record of our common stock. This nemidpes not include beneficial
owners whose shares are held by nominees in sizest.

Dividends

We have never declared or paid cash dividends ormaumon stock, and we do not expect to pay anly dagdends on our common
stock in the foreseeable future.
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Corporate Performance Graph

The following performance graph and related infaiorashall not be deemed to be “soliciting matéralto be “filed” with the SEC for
purposes of Section 18 of the Securities Exchangef1934, as amended, or the Exchange Act, ralf siich information be incorporated by
reference into any future filing under the ExchaAgéor Securities Act, except to the extent thatspecifically incorporate it by reference i
such filing.

The following graph compares the performance ofammmon stock to the NASDAQ Composite Index antheoNASDAQ
Biotechnology Index from March 29, 2012 (the fiste that shares of our common stock were pultiiatyed) through December 31, 2013.
The comparison assumes $100 was invested aftemdhieet closed on March 29, 2012 in our common stoukin each of the foregoing
indices, and it assumes reinvestment of divideifidgy. The stock price performance included irs thiaph is not necessarily indicative of
future stock price performance.

COMPARISON CUMULATIVE TOTAL RETURN
Among the NASDAQ Composite Index, the NASDAQ Bidtaology Index and Merrimack Pharmaceuticals, Inc.
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Iltem 6. Selected Financial Data

You should read the following selected consoliddilegincial data together with our consolidated ficial statements and the related n
appearing at the end of this Annual Report on FbeaK and the “ManagememtDiscussion and Analysis of Financial Conditiod &esults ¢
Operations” section of this Annual Report on Foi@rKL We have derived the consolidated statement®wiprehensive loss data for the years
ended December 31, 2013, 2012 and 2011 and thelatated balance sheet data as of December 31,&@d2012 from our audited
consolidated financial statements included in Arisual Report on Form 10-K. We have derived thesotidated statements of comprehensive
loss data for the years ended December 31, 201@G0%iand the consolidated balance sheet dataesocaimber 31, 2011, 2010 and 2009
from our audited consolidated financial statemawtsincluded in this Annual Report on Form 10-K.r@istorical results for any prior period
are not necessarily indicative of results to beeeigd in any future period.

Years ended December 3.

(in thousands, except per share amount: 2013 (1) 2012 (1) 2011 (1) 2010 (1) 2009 (2)
Consolidated statements of comprehensive loss d¢
Collaboration revenue $ 47,78¢ $ 48,92! $ 34,21t $ 20,30¢ $ 2,14¢
Operating expense
Research and developm 147,13¢ 125,85¢ 100,63( 58,27¢ 37,65¢
General and administrati\ 21,18: 15,80¢ 14,45¢ 11,38 12,17¢
Contingent consideratic — — — (178 —
Total operating expens 168,32t 141,66: 115,08« 69,48 49,83
Loss from operation (120,540 (92,747 (80,869 (49,17¢) (47,68¢)
Other income and expens:
Interest incomi 16€ 184 56 74 81
Interest expense (. (20,939 (559 (13 (3,726) (4,909
Other, ne 627 1,357 1,15( 2,66¢ 41
Net loss before income tax (130,68 (91,759 (79,67¢) (50,159 (52,47
Benefit from income taxe — — — — 3,402
Net loss (130,68 (91,754 (79,67¢) (50,159 (49,079)
Less net income (loss) attributable to non-coritrgll
interest 24C (477) (459 (55 —
Net loss attributable to Merrimack Pharmaceutidails, (130,92 (91,27 (79,229 (50,104 (49,079
Net loss per share available to common stockhc—basic
and diluted (4 ($ 1.32) $ (1.2§ $ (7.679) $ (5.59) $ (7.29

Weighted-average common shares used in computing r
loss per share available to common stockholdersie-be
and diluted (5 98,91¢ 72,83 11,34 10,99« 7,38

(1) In August 2010, and thereafter, we acquired a odlintg interest in and consolidated Silver Cre

(2) In October 2009, we acquired Herm

(3) InJuly 2013, we issued $125.0 million aggregaincipal amount of 4.50% convertible senior satae 2020 in an underwritten public
offering. In November and December 2012, we borbase aggregate principal amount of $40.0 milliodemour Loan Agreement with
Hercules. In October 2010, we reissued Series Fartible preferred stock, or Series F preferredlstand recorded Series F preferred
stock proceeds received in advance of the reiseuasia shorterm liability and recognized noncash imputed ies¢expense for financ
statement purposes for the years ended Decemb2038@,and 2009. Upon completion of the reissuaf@edes F preferred stock in
October 2010, the Series F preferred stock lighilias relieved and we recorded the investment agertible preferred stock and the
accrued noncash interest expense as additionein capital.
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(4) The numerator in the calculation of net lossgt®are available to common stockholders—basicdéinted includes unaccreted dividends
on our convertible preferred stoc

(5) In April 2012, we closed our IPO, which resdlia the sale of approximately 15.0 million shasésommon stock and the conversion of
all shares of outstanding convertible preferredlstoto approximately 66.3 million shares of comnsbock. In July 2013, we closed an
underwritten public offering of common stock, whigsulted in the sale of approximately 5.75 millgdrares of common stoc

As of December 31

(in thousands) 2013 2012 (1) 2011 2010 2009
Consolidated balance sheet dat

Cash and cash equivalents $ 65,08¢ $ 37,71« $ 50,45¢ $ 30,71 $ 58,38
Available-for-sale securities (Z 90,11¢ 72,23¢ — — —
Total asset 192,41 148,97: 85,29¢ 57,571 82,15¢
Loans payabl 39,097 39,85¢ — — —
Capital lease obligatior — — 48 491 1,35¢
Derivative liability — 19¢ — — —
4.50% convertible senior notes | 72,57¢ — — — —
Deferred revenue 75,47¢ 80,46¢ 85,74! 73,78: 60,93’
Convertible preferred stock warrai — — 1,51¢ 652 57¢
Total liabilities 235,54! 155,39: 106,99( 85,257 141,64!
Non-controlling interes 337 97 574 1,025 —
Convertible preferred stoc — — 268,22! 191,25 131,27:
Total stockholder deficit (43,465 (6,519 (290,49() (219,969 (190,767

(1) Upon closing of our IPO in April 2012, all otaading shares of our convertible preferred stoekewconverted into 66.3 million shares of
common stock, all outstanding warrants to purclsasees of convertible preferred stock were conddrt® warrants to purchase shares
of common stock and approximately $4.3 million ask dividends became payable to the holders oéSBrconvertible preferred stoc

(2) InJuly 2013, we sold an aggregate of 5.75 milkbares of our common stock at a price to the pabl5.00 per share and issued $1.
million aggregate principal amount of convertibémi®r notes in concurrent underwritten public dffgs, in which we received aggreg
net proceeds of approximately $147.3 million, afteducting underwriting discounts and commissiarns @tfering expenses payable by
us. $51.9 million net of issuance costs of the eggte principal amount of the convertible senidesds considered a conversion feature
and is included as a component of stockho’ deficit.
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Item 7. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion of our financial conditiand results of operations should be read in codijiom with our financial statements
and the notes to those financial statements appgaisewhere in this Annual Report on Form 10-Ks Biscussion contains forward-looking
statements that involve significant risks and utaiaties. As a result of many factors, such asdtses forth in Part I, ltem 1A. Risk Factors of
this Annual Report on Form 1Q; which are incorporated herein by reference, aatual results may differ materially from thoseieipated in
these forward-looking statements.

Overview

We are a biopharmaceutical company discoveringgldping and preparing to commercialize innovativedinines consisting of novel
therapeutics paired with companion diagnostics. iigsion is to provide patients, physicians andnts@thcare system with the medicines,
tools and information to transform the approachaie from one based on the identification and tneat of symptoms to one focused on the
diagnosis and treatment of illness through a mozeipe mechanistic understanding of disease. Weteescomplish our mission by applying
our proprietary systemisased approach to biomedical research, which wéealork Biology. Our initial focus is in the figlof oncology. Wi
have six novel therapeutics in clinical developmémnbur most advanced program, we are conductifbase 3 clinical trial.

We have devoted substantially all of our resoutcesur drug discovery and development efforts,udilg advancing our Network
Biology approach, conducting clinical trials forrquroduct candidates, protecting our intellectualyerty and providing general and
administrative support for these operations. Weehaat generated any revenue from product salest@auldte, have financed our operations
primarily through private placements of our conimet preferred stock, collaborations, public offeys of our securities and a secured debt
financing. Through December 31, 2013, we have veck$268.2 million from the sale of convertiblefpreed stock and warrants, $126.7
million of net proceeds from the sale of commortktduring our April 2012 initial public offering @nJuly 2013 followen underwritten publi
offering, $39.6 million of net proceeds from a secldebt financing, $120.6 million of net proceé&dsn the issuance of 4.50% convertible
senior notes due 2020, or the convertible senitespan our July 2013 underwritten public offerizagd $219.1 million of upfront license fees,
milestone payments, reimbursement of research emelapment costs and manufacturing services arat ptiyments from our collaborations.
We have also entered into an arrangement to useanufacturing capabilities to manufacture drugdpa on behalf of a third-party
pharmaceutical company, for which we have rece$20 million in upfront fees and reimbursementsfaBecember 31, 2013. As of
December 31, 2013, we had unrestricted cash amdecpsvalents and available-for-sale securitie$1d5.2 million.

In July 2013, we sold an aggregate of 5,750,000eshaf our common stock at a price to the publi$®D0 per share and issued $125.0
million aggregate principal amount of 4.50% conipetsenior notes due 2020 in concurrent undemrifiublic offerings. As a result of the
concurrent common stock offering and convertibl@@enotes offering, we received aggregate netgads of approximately $147.3 million,
after deducting underwriting discounts and comnissiand offering expenses payable by us.

On November 8, 2012, we entered into the Loan Agesd with Hercules. The Loan Agreement providedafoinitial term loan advance
of $25.0 million, which closed on November 8, 2048¢ an additional term loan advance of $15.0 omiJlivhich closed on December 14,
2012, and resulted in aggregate net proceeds o6 $8d@ion.

We expect that our existing unrestricted cash asth equivalents and available-for-sale securisesf ®ecember 31, 2013, anticipated
interest income and funding under our license atidimoration agreement with Sanofi related to MME1#Il enable us to fund operations into
2015. In the event that we obtain favorable reduis our Phase 3 clinical trial of MM-398, we expéhat anticipated additional expenses in
2014 related to the commercialization of MM-398I\Ww# offset by cash received from potential coll@bion opportunities.
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We have never been profitable and, as of Decenthe2®.3, we had an accumulated deficit of $572IBani Our net loss was $130.7
million for the year ended December 31, 2013, $®dilBon for the year ended December 31, 2012 ar@l Bmillion for the year ended
December 31, 2011. We expect to continue to inigmificant expenses and increasing operating lofgeat least the next several years. We
expect our research and development expensesreagein connection with our ongoing activitiestipalarly as we continue the research,
development and clinical trials of our product ddatkes, including multiple simultaneous clinicats for certain product candidates, some of
which we expect will be entering late stage clihi@velopment. In addition, in connection with segkand possibly obtaining regulatory
approval of any of our product candidates, we epemcur significant commercialization expensesgroduct sales, marketing,
manufacturing and distribution. Until such timegeifer, as we can generate substantial product negemwe expect to finance our cash needs
through a combination of equity offerings, debgficings, collaborations, strategic alliances, kieg arrangements and other marketing and
distribution arrangements. We may be unable te@ reapital when needed or on attractive terms, wivishld force us to delay, limit, reduce or
terminate our research and development prograragromercialization efforts. We will need to genersignificant revenues to achieve
profitability, and we may never do so.

Strategic Partnerships, Licenses and Collaborations
Sanofi

In September 2009, we entered into a license alt@boration agreement with Sanofi for the developt@d commercialization of MM-
121. Under this agreement, we granted Sanofi alugixe, royalty-bearing, worldwide right and licen® develop and commercialize Mb2-1
in exchange for payment by Sanofi of an upfrorenige fee of $60.0 million, up to $410.0 millionpiotential development and regulatory
milestone payments, of which we have already rece$25.0 million, up to $60.0 million in potentsdles milestone payments and tiered,
escalating royalties beginning in the sub-teen #bdlyits based on net sales of MM-121 in the Whisates and beginning in the high single
digits based on net sales of MM-121 outside theddinStates. We have the right, but not the obligatio co-promote and commercialize MM-
121 in the United States and to participate indizeelopment of MM-121 through Phase 2 proof of emhdrials, which we are currently
conducting. If we co-promote MM21 in the United States, we will be responsiblepfaying our sales force costs and a specifiedepéage o
direct medical affairs, marketing and promotiontsdsr MM-121 in the United States and will be élig to receive tiered, escalating royalties
beginning in the high teens based on net sales\f1¥1 in the United States. We are also entitledrtancrease in the royalty rate if a
diagnostic product is actually used with MM-121he treatment of solid tumor indications. Sanofiesponsible for all development and
manufacturing costs for MM-121. We have completadroanufacturing obligations under the agreemertt, 2anofi has assumed
responsibility for all manufacturing of MM-121. S#nreimburses us for internal time at a designétéletime equivalent rate per year and
reimburses us for direct costs and services retatdlie development and manufacturing of MM-121.

In addition, in June 2012, we entered into a rigfhieview agreement with Sanofi pursuant to whittje determine to enter into
negotiations with a third party regarding any lisenoption, collaboration, joint venture or simil@msaction involving any therapeutic or
companion diagnostic product candidate in our pigelwe will notify Sanofi of such opportunity. Fmlving such notice, Sanofi will have a
specified period of time to review the opporturatyd determine whether to exercise an additionht tig exclusively negotiate an agreement
with us with respect to such opportunity for a sfsed period of time. In addition, in specified cirstances, if we subsequently propose to
enter into any third-party agreement, we must 6ffgr the same terms and conditions to Sanofi. fidig of review terminates on April 1,
2017.

The timing of cash received from Sanofi differsnfroevenue recognized for financial statement puepod/e recognize revenue for
development services within the period they arerired and billable. Billable expenses are defingdng) each specified budget period. For the
year ended December 31, 2013, the specified bymgitd comprised the 12 months ending Decembe2@13. In the event that tot
development services expense incurred and exptxteslincurred during any particular budget permdieed the total contractually
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allowed billable amount for development servicesryuthe same period, we recognize only a percentdghe development services incurred
as revenue in that period. This percentage is zamlias total development services expense irtailugng the specified period divided by the
sum of total development services expense incypiesiestimated development services expense tocberéd during the specified period,
multiplied by the total contractually allowed blil@ amount for development services during theifpdgeriod, less development services
revenue recognized within the specified period.rdmgnize revenue on expenses incurred in excabssgiercentage in the budget period
when the excess amounts become contractually laillsbe also recognize revenue for the upfront paymailestone payments and
manufacturing services using the contingency-adgiperformance model over the expected developpeittd, which is currently estimated
to be 12 years from the effective date of our ages® with Sanofi. During the years ended Decemtef313, 2012 and 2011, we recognized
revenue based on the following components of tfsagreement:

Years ended December 3.

(in thousands) 2013 2012 2011

Upfront payment $ 5,00( $ 5,00( $ 5,00(
Milestone payment 2,08: 2,97¢ 2,61¢
Development service 36,28: 36,90¢ 25,05:
Manufacturing services and ott 3,86 3,30i 1,45¢
Total $47,23: $48,18" $34,12¢

We perform development services for which we recgrevenue under the Sanofi agreement in accoedaith the specified budget
period. During the year and specified budget peeinded December 31, 2013, we performed $10.1 mitifadevelopment services in exces
recognized revenue. During the years ended DeceBih@012 and 2011, development services approgoinacognized revenue.

Actavis

In November 2013, we entered into a developmergnBe and supply agreement with Watson Laboratdries or Actavis, pursuant to
which we will develop, manufacture and exclusivelpply the bulk form of doxorubicin HCI liposomgeation, or the initial product, to
Actavis. Under the agreement, Actavis is respoadinl all costs related to finished product prooesand global commercialization. Pursuant
to the agreement, additional products may be deeeldor Actavis in the future. We are eligible ézeive up to $15.5 million, including $2.0
million upfront, which was received in December 20and the remainder in development funding anekbgwnent, regulatory and commert
milestone payments related to the initial prodWég will also receive a double digit share of neffiss on global sales of the initial product and
any additional products. We will manufacture angpy the initial product to Actavis in bulk form ah agreed upon unit price.

The agreement will expire with respect to each pobden years after Actavifitst sale of such product, unless terminated earind wil
automatically renew for additional two year perididsreafter unless either party provides noticearf-renewal. Either party may terminate the
agreement in the event of an uncured material breabankruptcy filing by the other party. Actamsy also terminate the agreement for
convenience in specified circumstances upon 90 gaiys written notice.

We applied revenue recognition guidance to detegmihether the performance obligations under thislgoration, including the licens
participation on steering committees, developmentises, and manufacturing and supply servicedddoe accounted for separately or as a
single unit of accounting. We determined that theslggations represent a single unit of accoungind will recognize revenue as product is
supplied to Actavis. Therefore, we have deferrédl tailled and billable milestones and developnexgenses of $2.1 million as of
December 31, 2013.
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GTC Biotherapeutics, Inc.

In July 2009, we entered into a license agreemé@ht@T C Biotherapeutics, Inc., or GTC, for the depenent of MM-093. Under this
license agreement, we granted GTC an exclusivedwiak license to research, develop, manufacturecantnercialize MM-093 for the
treatment of autoimmune diseases in exchange f@ @Turning approximately 662,000 shares of ouieSet convertible preferred stock. In
addition, we became eligible to receive from GT@eptial development and sales milestone paymenishss tiered royalties based on a
percentage of net sales of MM-093, while GTC becegsponsible for all development and commercializatosts for MMO93. At the time ¢
the license agreement, we assigned a fair val$d .&f million for the shares returned to us and weocegnizing this as revenue over the
expected development term, which was estimate@ ttbyears from the effective date of our licergge@ment with GTC. To date, we have
not received any milestone or royalty payments f@iC.

GTC terminated the license agreement in accordaitbehe terms of the license agreement on Marcl2023. As a result, we
recognized the remaining $0.6 million of deferredanue related to this license agreement durin§rétequarter of 2013.

Silver Creek Pharmaceuticals, Int

In 2010, we established Silver Creek Pharmacestitat., or Silver Creek, as a subsidiary. SilvezdR’s mission is to apply our
Network Biology approach to the discovery and depaient of innovative therapeutics in the field ejenerative medicine. On December
2013, $2.6 million of convertible notes and relaaedrued interest converted to shares of Serieefeped stock of Silver Creek. As of
December 31, 2013 and 2012, we owned approximé#y and 74%, respectively, of the outstanding prefestock of Silver Creek. We
concluded that Silver Creek is a variable inteesgity and that we are the primary beneficiary. Ndge the ability to direct the activities of
Silver Creek through our ownership percentage hralgh the board of directors seats controlledsgnd our de facto agents, and therefore,
we consolidate Silver Creek for financial reportpngrposes.

In the future, we may consider forming additionasimesses or business units to apply our NetwooloBy approach to multiple
additional disease areas outside the oncology. kel expect to do so in some cases, as with Stiveek, through the establishment of
separately funded companies.

Financial Obligations Related to the License and Delopment of MM-398

In September 2005, Hermes BioSciences, Inc., omidsr which we acquired in October 2009, enteradarliicense agreement with
PharmaEngine, Inc., or PharmaEngine, under whielir®hEngine received an exclusive license to reBedavelop, manufacture and
commercialize MM-398 in Europe and certain coustiieAsia. In May 2011, we entered into a new age® with PharmaEngine under
which we reacquired all previously licensed riglaisMM-398, other than rights to commercialize MN&in Taiwan. As a result, we now
have the exclusive right to commercialize MM-39&lhterritories in the world, except for Taiwanh&re PharmaEngine has an exclusive
commercialization right. Upon entering into the M2311 agreement with PharmaEngine, we paid Phargia&ma $10.0 million upfront
license fee. In addition, we made a milestone paym£$5.0 million to PharmaEngine in connectiothadosing the first patient in our Phas
clinical trial of MM-398, which occurred and wasighan the first quarter of 2012. If we elect to &pfor and are awarded certain specified
regulatory designations with respect to filing sigsions to the FDA within the United States, we rhayobligated to pay PharmaEngine an
additional $5.0 million milestone payment in 20¥Me may also be required to pay up to an additi$@al0 million in aggregate development
and regulatory milestone payments and $130.0 millicadditional sales milestone payments to Phangat upon the achievement of
specified development, regulatory and annual rlessailestones. PharmaEngine is also entitlecetedi royalties on net sales of MM-398 in
Europe and certain countries in Asia. The royatgs under the agreement range from high singlesdig to the low teens as a percentage of
our net sales of MM-398 in these territories. Unitier May 2011 agreement, we are responsible féutalie development costs of MM-398
except those required
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specifically for regulatory approval in Taiwan. [ng the years ended December 31, 2013, 2012 an] 2l recognized research and
development expenses of $1.5 million, $6.2 millzomd $11.2 million, respectively, under the agreemetin PharmaEngine, which include the
$5.0 million milestone payment in 2012 and the 88illion upfront payment in 2011.

Our financial obligations under other license ardedopment agreement are summarized below undeiiduidity and Capital
Resources—Contractual obligations and commitments.”

Financial Operations Overview
Revenue:

We have not yet generated any revenue from prcghies. All of our revenue to date has been deffied license fees, milestone
payments and research, development, manufactunih@ther payments received from collaborationgnarily with Sanofi, and, to a lesser
extent, from grant payments received from the Nai@Cancer Institute. In the future, we may gereravenue from a combination of product
sales, license fees, milestone payments and résehlaeelopment and manufacturing payments fronabolations and royalties from the sales
of products developed under licenses of our inteli@ property. We expect that any revenue we geeavill fluctuate from quarter to quarter
as a result of the timing and amount of licenss,feesearch, development and manufacturing reiretmasts, milestone and other payments
from collaborations, and the amount and timing afments that we receive upon the sale of our ptsdtathe extent any are successfully
commercialized. We do not expect to generate revémmm product sales until 2015 at the earliestvdfor our collaborators fail to complete
the development of our product candidates in alyimanner or obtain regulatory approval for themm, ability to generate future revenue, and
our results of operations and financial positioould be materially adversely affected.

Research and development expel

Research and development expenses consist of skeeassociated with our research and discoveryitiesi including investment in our
Network Biology approach, conduct of preclinicaldies and clinical trials, manufacturing developtrefforts and activities related
regulatory filings. Our research and developmepeeses consist of:

. employee salaries and related expenses, whathde stock compensation and benefits for theoperes involved in our drug
discovery and development activitit

. external research and development expensesé@ucunder agreements with third-party contractaesh organizations and
investigative sites

. manufacturing material expense fo-house manufacturing and th-party manufacturing organizations and consulte
. license fees for and milestone payments relatéu-licensed products and technologies;

. facilities, depreciation and other allocategenses, which include direct and allocated expefasesnt and maintenance of
facilities, depreciation of leasehold improvemeantsl equipment, and laboratory and other supy

We expense research and development costs asddc@wonducting a significant amount of researchdmelopment is central to our
business model. Product candidates in late stdfgemizal development generally have higher depelent costs than those in earlier stages c
clinical development, primarily due to the incredise&ze and duration of late stage clinical trigll&e plan to increase our research and
development expenses for the foreseeable futuneeaeek to complete development of our six mostaded product candidates, MM-398,
MM-121, MM-111, MM-302, MM-151 and MM-141, and tarther advance our preclinical products and easliage research and
development projects.
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We use our employee and infrastructure resouraesamultiple research and development programsir&¢k expenses related to our
six most advanced product candidates on a pergirogesis. Accordingly, we allocate internal empleyelated and infrastructure costs, as wel
as third-party costs, to each of these programsdd\eot allocate to particular development prograitiser stock compensation expense or
expenses related to preclinical programs. Costsatieanot directly attributable to specific clinigsograms or early preclinical activities, such
as general laboratory supplies, wages relatedamedHaboratory services, travel and employeeitrgiand development, are not allocated and
are considered general research and discovery sepen

The following table summarizes our principal proddievelopment programs, including the latest rellstages of development for each
product candidate in development and the reseanglil@velopment expenses allocated to each cliproauct candidate. Prior to May 2011,
our collaborator, PharmaEngine, led the clinicaledepment of MM-398 with minimal investment by us.

gﬁ;rseengf Years ended December 3.

(in thousands) Indication Developmen 2013 2012 2011

MM-398 Cancel Phase ! $ 28,13¢ $ 22,32: $ 18,99¢
MM-121 Cancel Phase : 45,14« 37,17: 32,34,
MM-111 Cancel Phase : 16,25! 14,24¢ 10,09:
MM-302 Cancet Phase : 7,90¢ 7,12¢ 5,12¢
MM-151 Cancet Phase : 6,90¢ 7,23¢€ 10,04
MM-141 Cancet Phase : 6,75¢ 8,96: 2,87¢
Preclinical, general research and discoy 30,08: 24,55¢ 17,54¢
Stock compensatic 5,95¢ 4,23¢ 3,59
Total research and development expe $147,13¢ $125,85¢ $100,63(

The development, regulatory and clinical expenstgead to the agreement we entered into with AstevNovember 2013 are included
within our preclinical, general research and digg\expenses for the year ended December 31, 2013.

The successful development of our clinical and lpreal product candidates is highly uncertain.tis time, other than as discussed
below, we cannot reasonably estimate the natunédior 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 whicit@nial net cash inflows from these product
candidates may commence. This is due to the nureeisits and uncertainties associated with devetpgings, including the uncertainty of:

* the scope, rate of progress and expense asr@oing, as well as any additional, clinical triated other research and development
activities;

» the potential benefits of our product candidates @ther therapie:

e our ability to market, commercialize and ackienarket acceptance for any of our product caneliidiat we are developing or may
develop in the future

» future clinical trial results
» the terms and timing of regulatory approvals;
» the expense of filing, prosecuting, defending amidreing any patent claims and other intellectualperty rights
A change in the outcome of any of these variabiiéis respect to the development of a product candidauld mean a significant change
in the costs and timing associated with the devmkaqt of that product candidate. For example, ifRBD& or another regulatory authority were
to require us to conduct clinical trials beyondsevhich we currently anticipate will be required the completion of clinical development of

a product candidate or if we experience significtalalys in enroliment in any of our clinical trialge could be required to expend significant
additional financial resources and time on the detign of clinical development.
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MM-398

MM-398 is currently being evaluated in a Phaseidadl trial in patients with metastatic pancreatimcer whose cancer has progressed
on treatment with gemcitabine. Our current estinodtne remaining external costs associated withpieting the Phase 3 clinical trial is up to
$3.0 million. We are also conducting a Phase Istedional study to identify predictive biomarkessaciated with MM-398. A translational
study is a clinical trial where biomarker investiga is performed, with a goal of identifying biorkars that predict patients’ response to the
therapy. In addition, several trials are ongoingviiich the majority of the total clinical trial dssare paid for by the investigators. These trials
include an investigator-sponsored Phase 2 cliti@lin colorectal cancer, an investigator-sporsidPhase 1 clinical trial in glioma and an
investigator-initiated Phase 1 clinical trial indgetric solid tumors.

In the first quarter of 2012, we made a milestoagnpent of $5.0 million to PharmaEngine in connettioth dosing the first patient in
our Phase 3 clinical trial. If we elect to apply #md are awarded certain specified regulatorygiesions with respect to filing submissions to
the FDA within the United States, we may be obkgaib pay PharmaEngine an additional $5.0 millickestone payment in 2014. We may
also be required to pay up to an additional $70l0om in aggregate development and regulatory stdee payments and $130.0 million in
additional sales milestone payments to PharmaEngioa the achievement of specified developmentlagégry and annual net sales
milestones. PharmaEngine is also entitled to tieogdlties based on net sales of MM-398 in Euram&ertain countries in Asia. The royalty
rates range from high single digits up to the leents as a percentage of our net sales of MM-3ff&8® territories.

MM-121

We have entered into a license and collaboratioeeagent with Sanofi related to MM-121. Under thente of the agreement, we are
currently responsible for executing clinical triisough Phase 2 proof of concept trials for eaclcation. We have completed our
manufacturing obligations under the agreement,Sartbfi has assumed responsibility for all manuféguof MM-121. All expenses related
manufacturing are required to be reimbursed by fia®anofi pays a portion of the estimated manufiacy campaign costs upfront and the
remainder during and upon completion of the martufamy campaign in accordance with an agreed upalgét. We separately record revenue
and expenses on a gross basis under this arrange®aeofi is responsible for all development anchafiacturing costs of MM-121. We are
currently conducting four Phase 2 clinical triatslahree Phase 1 clinical trials of MM-121 in mpikéi cancer types. Prior to 2011, we received
a $10.0 million milestone payment from Sanofi fosihg the first patient in a proof of concept Phasdinical trial of MM-121 in breast
cancer. During the year ended December 31, 201tevesved a $10.0 million milestone payment from@&gfor dosing the first patient in a
proof of concept Phase 2 clinical trial of MM-121rion-small cell lung cancer. During the year endedember 31, 2012, we received a $5.0
million milestone payment from Sanofi for dosing fiirst patient in a proof of concept Phase 2 chhtrial of MM-121 in ovarian cancer.

We expect MM-121 expenses to be lower in 2014 coethto 2013 as the Phase 2 clinical trials thaaweeconducting are brought to
their conclusions.

MM-111

We are currently conducting a Phase 2 clinical ¢iaMM-111 in gastric cancer and a Phase 1 clinical of MM-111 in solid tumors.

MM-302

We are currently conducting one Phase 1 clinid¢al &f MM-302 in breast cancer.

MM-151

We are currently conducting one Phase 1 clini¢al af MM-151 in solid tumors. During the first quarter ofl20we made a $1.5 millic
payment under our collaboration agreement with AatirhLC, or Adimab.
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MM-141

We are currently conducting one Phase 1 clinid¢al &f MM-141 in solid tumors.

General and administrative expense

General and administrative expense consists piliynafrsalaries and other related costs for pershimeuding stockbased compensati
expenses and benefits, in our executive, legalll@dtual property, business development, finapaeshasing, accounting, information
technology, corporate communications, investorti@ia and human resources departments. Other demetadministrative expenses include
employee training and development, board of dimsatosts, depreciation, insurance expenses, jaotliated costs not otherwise included in
research and development expense, professiondidielegal services, including patent-related exgasn pre-commercialization costs, and
accounting and information technology services.aifgect that general and administrative expenseivegitbase in future periods in proportion
to increases in research and development andesult of increased payroll, expanded infrastructinereased consulting, legal, accounting
and investor relations expenses associated wittgteepublic company and costs incurred to devetmpcammercialize our clinical products.
In addition, we expect that general and administtaxpense will increase significantly upon thé&ation of commercialization procedures in
the event of positive MM-398 data.

Interest income and interest expen

Interest income consists of interest earned orcasin and cash equivalents and available-for-sal&rifies. Interest expense consists
primarily of cash and non-cash interest recordedwrioans payable and convertible senior notese¥pect that interest expense will be
higher in 2014 and through the time periods thatl@ans payable and convertible senior notes rematistanding.

Other income (expense)

Other income (expense) primarily consists of gaimd losses on the change in value and time toatiquirof convertible preferred stock
warrants, the gains and losses on the changerindfaie of derivative liabilities, the recognitiofitax incentives and other one-time income or
expense-related items.

Critical Accounting Policies and Significant Judgmats and Estimates

Our management’s discussion and analysis of oanéiial condition and results of operations is basedur consolidated financial
statements, which we have prepared in accordartbethd rules and regulations of the Securitiesixchange Commission, or the SEC, and
generally accepted accounting principles in thed¢hBtates, or GAAP. The preparation of these dfated financial statements requires u
make estimates and assumptions that affect thetegpamounts of assets and liabilities and thdaBsice of contingent assets and liabilities at
the date of the financial statements, as well aseported revenues and expenses during the rep@eiriods. We evaluate our estimates and
judgments on an ongoing basis. Estimates includentee recognition, lease accounting, valuationesivative liabilities and embedd:
conversion options, useful lives with respect togitived assets and intangibles, valuation of stodkoog, convertible preferred stock warra
contingencies, accrued expenses and other, inferagbets, goodwill, iprocess research and development and tax valuasenves. We ba
our estimates on historical experience and on uaraiher factors that we believe are reasonablernthé circumstances, the results of which
form the basis for making judgments about the d@agryalue of assets and liabilities that are natily apparent from other sources. Our actue
results may differ from these estimates under giffeassumptions or conditions.

While our significant accounting policies are mbrly described in Note 2 to our consolidated fin@h statements appearing at the end
of this Annual Report on Form 10-we believe that the following accounting poli@re the most critical to aid you in fully undarsling ant
evaluating our financial condition and results pémations.
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Revenue recognitiol

We enter into biopharmaceutical product developragntements with collaborators for the researchdewvelopment of therapeutic and
diagnostic products. The terms of these agreemnmeaysinclude nonrefundable signing and licensing féending for research, development
and manufacturing, milestone payments and royadtieany product sales derived from collaboratid¥e.assess these multiple elements in
accordance with the Financial Accounting Stand&atsrd, or FASB, Accounting Standards Codificati®® @Revenue Recognitignn order tc
determine whether particular components of thengeeent represent separate units of accounting.

In January 2011, we adopted authoritative guidamceevenue recognition for multiple element arrangsts. This guidance, which
applies to multiple element arrangements enteridanmaterially modified on or after January 1120separates and allocates considerati
a multiple element arrangement according to thegtied selling price of each deliverable. The failue of deliverables under the arrangement
may be derived using a best estimate of sellingefdfivendor specific objective evidence and thpedty evidence are not available.

Deliverables under the arrangement will be sepanaits of accounting provided that a delivered itess value to the customer on a
stand-alone basis and if the arrangement doesicloidie a general right of return relative to thévéeed item and delivery or performance of
the undelivered item is considered probable andtantially in the control of the vendor.

We entered into a development, license and sugphlement with Actavis in November 2013, which waaleated under the accounting
guidance on revenue recognition for multiple elena@rangements. We determined that the obligatiepsesent a single unit of accounting
will recognize revenue as product is supplied ttafis. Therefore, we have deferred total billed bifidble milestones and development
expenses of $2.1 million as of December 31, 2013mAestone payments received and developmentresgereimbursed until the period of
commercialization will be deferred, and upon contigization will be recognized over the deliveryipe of the bulk drug to Actavis.

Our existing collaboration agreements continueg@tcounted for under previously issued revenusgrétion guidance for multiple
element arrangements and milestone revenue regmygras described below. We recognized upfronhBeepayments as revenue upon deli
of the license only if the license had stand-alealee and the fair value of the undelivered perfamge obligations could be determined. If the
fair value of the undelivered performance obligasi@ould be determined, such obligations were atedufor separately as the obligations
were fulfilled. If the license was considered tther not have stand-alone value or have stand-alaloe but the fair value of any of the
undelivered performance obligations could not bemeined, the arrangement was accounted for agéedinit of accounting and the license
payments and payments for performance obligaticere necognized as revenue over the estimated pefriwten the performance obligations
would be performed.

Whenever we determined that an arrangement sheuwdtounted for as a single unit of accountingdetermined the period over whi
the performance obligations would be performedm@veénue 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 revernder tine arrangement on a straight-line
basis over the period that we expected to compl@t@erformance obligations, which is reassessed@t subsequent reporting period.

Our collaboration agreements may include additipagiments upon the achievement of performance-bragedtones. As milestones are
achieved, a portion of the milestone payment, etjutiie percentage of the total time that we haréopmed the performance obligations to
date over the total estimated time to completgpiréormance obligations, multiplied by the amouinthe milestone payment, is recognized as
revenue upon achievement of such milestone. Thairémg portion of the milestone will be recognizecer the remaining
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performance period. Milestones that are tied talegry approval are not considered probable afigpechieved until such approval is
received. Milestones tied to counterparty perforogaare not included in our revenue model untilgegormance conditions are met.

We will recognize royalty revenue upon the salthefrelated products, provided we have no remaip@réprmance obligations under-
arrangement. To date, we have not received anytygyayments or recognized any royalty revenue.

We record deferred revenue when payments are egt@ivadvance of the culmination of the earningeess. This revenue is recogni:
in future periods when the applicable revenue reitimm criteria have been met.

Marketable securitie:

Our holdings of marketable securities may condi&t.8. government agencies securities, commereipép corporate notes and bonds
and certificates of deposit, which are maintaingéi investment manager and have expected averaiyeity dates in excess of three months
We classify these investments as available-for-galailable-for-sale securities are carried at fa@lue, with the unrealized gains and losses
included in other comprehensive income (loss) esnaponent of stockholderdeficit until realized. Realized gains and lossesracognized i
interest income. Any premium or discount arisingatchase is amortized and/or accreted to int@restne.

Goodwill

Gooduwill represents the difference between thelmge price and the fair value of the tangible dedtifiable intangible net assets
acquired. Goodwill is not amortized but is evalddiar impairment within our single reporting unit an annual basis, during the third quarter,
or more frequently if an event occurs or circumséanchange that would more likely than not redbeddir value of our reporting unit below
its carrying amount. When performing an evaluatibgoodwill impairment, we have the option to fiestsess qualitative factors to determine
whether it is necessary to perform the quantitative step impairment test. If we elect this optand find, as a result of the qualitative
assessment, that it is more likely than not thatf#tir value of the reporting unit is less thanciisrying amount, the quantitative two-step
impairment test must be performed; otherwise, mthéur testing is required. This requires us to ssdlee impact of significant events,
milestones and changes to expectations and aetithiat may have occurred since the last impairesadtiation. Significant changes to these
estimates, judgments and assumptions could mdyecteinge the outcome of the impairment assessm#atnatively, we may elect to not
first assess qualitative factors and immediatelygom the quantitative two-step impairment tessuth an election occurs, in the first step, the
fair value of our reporting unit is compared to taerying value. If the carrying value of the nssets assigned to the reporting unit exceeds tl
fair value of the reporting unit, then the secotap ©f the impairment test is performed in ordedetermine the implied fair value of the
reporting unit's goodwill. If the carrying value tife reporting unit’'s goodwill exceeds the implfad value, then we would record an
impairment loss equal to the difference.

Accrued expense

As part of the process of preparing financial stegets, we are required to estimate accrued expenisissprocess involves identifying
services that have been performed on our behaléatighating the level of services performed andasenciated costs incurred for such
services where we have not yet been invoiced @ratise notified of actual cost. We record thesameges in our consolidated financial
statements as of each balance sheet date. Exaofijgssmated accrued expenses include:

. fees due to contract research organizations inexdion with preclinical and toxicology studies alihical trials;
. fees paid to investigative sites in connection wlthical trials; anc

. professional service fee

89



Table of Contents

In accruing service fees, we estimate the timeopevver which services will be provided and theelexf effort in each period. If the
actual timing of the provision of services or thedl| of effort varies from the estimate, we wiljust the accrual accordingly. In the event that
we do not identify costs that have been incurred@under or overestimate the level of servicefop@ied or the costs of such services, our
actual expenses could differ from such estimaths.date on which some services commence, thedéeelrvices performed on or before a
given date and the cost of such services are eftbjective determinations. We make estimates basd¢he facts and circumstances known to
us at the time and in accordance with GAAP. Therestbeen no material changes in estimates forahieds presented.

Stocl-based compensation

We account for stock-based compensation by meagarid recognizing compensation expense for alkdbased awards made to
employees, including stock options, based on tlimated grant date fair values. For employees, seethe straight-line method to allocate
compensation expense to reporting periods over egithnee’s requisite service period, which is gatethe vesting period. For non-
employees, we record awards at fair value, peradigicemeasure awards to reflect the current falue at each reporting period and recognize
expense over the related service period. Whenagipé, we account for these equity instrumentsdasdhe fair value of the consideration
received or the fair value of the equity instrumisstied, whichever is more reliably measurable.

We estimate the fair value of stock-based awardsritployees and non-employees using the Black-Sslogitton valuation model.
Determining the fair value of stock-based awardgsiires the use of highly subjective assumptionduting volatility, the calculation of
expected term, risk free interest rate and thevigire of the underlying common stock on the daigrant, among other inputs. The
assumptions used in determining the fair valug@flsbased awards represent our best estimateshwhiolve inherent uncertainties and the
application of judgment. As a result, if factorsanolge, and different assumptions are used, our tdstbck-based compensation could be
materially different in the future. As of Deceml3dr, 2013, there was $15.9 million of total unredagd compensation cost related to
nonvested employee stock awards, and we expeettgnize those costs over weighted average pesfagisproximately 1.8 years.

The fair value of options granted in 2013, 2012 20#1 were estimated at the date of grant usindoll@ving assumptions:

Years ended December 3!

2013 2012 2011
Risk-free interest rate 0.1-1.9% 0.7-1.1% 1.3-2.5%
Expected dividend yiel 0% 0% 0%
Expected tern 5.3- 5.9 year 5- 5.9 year 5- 5.9 year
Expected volatility 67-70% 66- 72% 71-73%

The expected volatility rate that we use to vakeels option grants is based on historical volagiitof a peer group of similar companies
whose share prices are publicly available. The gemsp includes companies in the pharmaceuticabéstéchnology industries in a similar
stage of development with a comparable market algtion or a similar clinical focus. Because veersbt have a sufficient history to estimate
the expected term, we use the simplified metho@$bimating the expected term. Under this approthehweighted-average expected life is
presumed to be the average of the vesting ternthendontractual term of the option for each trandiee 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 only thequodf options that are expected to vest. Accongingxpected future forfeiture rates
of stock options have been estimated based onistarical forfeiture rate, as adjusted for knowentls. Forfeitures are estimated at the time ¢
grant. If actual forfeiture rates vary from hist@di rates and estimates, additional adjustmentergpensation expense may be required in
future periods.
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JOBS Act

On April 5, 2012, the Jumpstart Our Business Spartiict, or the JOBS Act, was enacted. Among othevipions, the JOBS Act
provides that an “emerging growth company” can tadteantage of the extended transition period pexvid Section 7(a)(2)(B) of the
Securities Act for complying with new or revisedcaanting standards. This allows an emerging grasthpany to delay the adoption of
certain accounting standards until those standaodsd otherwise apply to private companies. We heleeted to delay such adoption of new
or revised accounting standards, and as a reseilitnay not comply with new or revised accounting@#ads on the relevant dates on which
adoption of such standards is required for pulditganies that are not emerging growth companieditiddally, we are in the process of
evaluating the benefits of relying on other exemmiand reduced reporting requirements provideithéyOBS Act.

Subject to certain conditions set forth in the JORE as an emerging growth company, we intenelp on certain of these exemptions,
including not being required to provide an audgattestation report on our system of internal md&ver financial reporting pursuant to
Section 404 of the Sarbanes-Oxley Act of 2002 amdpdy with any requirement that may be adoptediayRublic Company Accounting
Oversight Board regarding mandatory audit firm tiotaor a supplement to the auditoreport providing additional information about taedit
and the financial statements. We may remain angngegrowth company for up to five years, until Betber 31, 2017, although if the market
value of our common stock that is held by non-@afils exceeds $700.0 million as of any June 30reéfat time or if we have annual gross
revenues of $1.0 billion or more in any fiscal yeae would cease to be an emerging growth compamf Becember 31 of the applicable y

Results of Operations

Comparison of the years ended December 31, 2013201

Years ended
December 31,

(in thousands) 2013 2012

Collaboration revenues $ 47,78¢ $ 48,92]
Research and development exper 147,13¢ 125,85¢
General and administrative expen 21,18 15,80¢
Loss from operation (120,540 (92,747)
Interest incom 16€ 184
Interest expens (10,939 (559
Other income 627 1,357
Net loss $(130,68)) $(91,759

Collaboration revenues

Collaboration revenues for 2013 were $47.8 millioompared to $48.9 million for 2012, a decreas®lof million, or 2%. Increases in
MM-121 research and development expenses weret tffsgecreases primarily attributable to recogmjzievenue only up to the approved
collaboration budget for 2013 pursuant to our Igeand collaboration agreement with Sanofi.

Research and development expel

Research and development expenses for 2013 werelddllion, compared to $125.9 million for 2012, iacrease of $21.3 million, or
17%. This increase was primarily attributable to:

. $8.0 million of increased MM21 spending primarily due to increased enrolinsemt clinical analysis and costs associated witt
ongoing clinical trials and clo-down costs associated with clinical trials thatédhesported result:

. $5.8 million of increased MM-398 spending prithadue to due to increased enroliment and costeeated primarily with our
ongoing Phase 3 clinical trial of $10.8 millionrpally offset by the absence of a $5.0 million esilone payment that occurred in
the first quarter of 201:
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. $4.7 million of increased spending on preckhigeneral research and discovery primarily duentincreased number of preclinical
programs in our pipeline and increased costs assativith each preclinical program as these prograpproach clinical
development

. $2.0 million of increased MI-111 spending due to the initiation and ongoingréffeelated to our Phase 2 clinical tri

. $1.7 million of increased stock compensation expehsethe annual grant of stock options to emplay

. $0.8 million of impairment charge relatedin-process research and development for an-stage preclinical program; ai
. $0.8 million of increased MI-302 spending due to increased enrollment and egsticiated with ongoing clinical tria

These costs were patrtially offset by $2.5 millidrdecreased spending on MM-151 and MM-141, prirgatile to the timing of costs
associated with ongoing clinical trials.

General and administrative expenses

General and administrative expenses for 2013 w2te2$million, compared to $15.8 million for 2012, iacrease of $5.4 million, or 34
This increase was primarily attributable to ince=ai labor and labor-related costs, efforts t@are for potential commercialization of our
product candidates and increased facility-relatests

Interest expens

Interest expense for 2013 was $10.9 million, corapao $0.5 million for 2012. This increase was priity attributable to the interest
recorded on the loans payable to Hercules andaheectible senior notes issued in July 2013.

Other income

Other income for 2013 was $0.6 million, which wasnprised of remeasurement of the fair value ofdidwévative liability associated wi
the Silver Creek convertible notes and other Silerek expenses and $0.5 million related to theriration of Massachusetts Life Sciences
Center, or MLSC, tax incentives. Other income fot2 was $1.4 million, which was comprised of $0i6iom of benefit from the
remeasurement of fair value of our convertible gmefd stock warrants and $0.8 million related ®amortization of MLSC tax incentives.

Comparison of the years ended December 31, 2012201

Years ended
December 31

(in thousands) 2012 2011
Collaboration revenues $ 48,92! $ 34,21
Research and development exper 125,85¢ 100,63(
General and administrative expen 15,80¢ 14,45¢
Contingent consideratic — —
Loss from operation (92,747 (80,869
Interest incomt 184 56
Interest expens (559 (13
Other income 1,357 1,15C
Net loss $(91,759) $(79,67¢)
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Collaboration revenues

Collaboration revenues for 2012 were $48.9 millioompared to $34.2 million for 2011, an increas&bf.7 million, or 43%. This
increase resulted from increases in developmenices; milestone and manufacturing revenues rezegninder our collaboration agreement
with Sanofi.

Research and development expel

Research and development expenses for 2012 wekeSd@lion, compared to $100.6 million for 2011 iacrease of $25.3 million, or
25%. This increase was primarily attributable to:

. $7.0 million of increased spending on preckhigeneral research and discovery due to newipieedl programs in our pipeline,
increased costs associated with each preclinicglrpm as these programs approach clinical developamal the timing of
manufacturing activities

. $6.1 million of increased MM-141 spending dadND-enabling activities and initiating and executingeav clinical trial, includin
$1.4 million in fees under our agreement with DyaRjch occurred during 201,

. $4.8 million of increased MI-121 spending primarily due to increased enrollnget costs associated with clinical trie

. $4.2 million of increased MM-111 spending prihadue to costs associated with preparing antibiting our planned Phase 2
clinical trial and costs associated witt-going clinical trials;

. $3.3 million of increased MM-398 spending daesf.3.3 million of increased costs primarily attriéble to our ongoing Phase 3
clinical trial, partially offset by the absencea0$10.0 million license payment made to PharmakEnigir2011;

. $2.1 million of increased MI-302 spending due to increased preclinical diagc-related costs and clinical trial activities; ¢
. $0.6 million of increased stock compensation expehseto increased headcot
These increases were partially offset by $2.8 anliof decreased MM-151 spending primarily due ®ahsence of IND-enabling

activities that occurred in 2011, partially offegtan increase of $0.3 million in payments madeditaborators and increased costs associatec
with a new clinical trial that occurred in 2012.

General and administrative expenses

General and administrative expenses for 2012 wEse8#million, compared to $14.5 million for 201 h, iacrease of $1.3 million, or 9%.
This increase was primarily attributable to incesaim labor and labor-related costs, rent, insweamzl pre-commercialization costs, partially
offset by decreased depreciation expense.

Interest incom:

Interest income for 2012 was $0.2 million, compae@0.1 million for 2011, an increase of $0.1 iaill or 100%. Interest income for
2012 was earned on available-for-sale securitieshased with net proceeds from our IPO, which ddseApril 2012.

Interest expens

Interest expense for 2012 was $0.5 million, comgpameminimal expense recognized for 2011. Thisaase was primarily related to the
Loan Agreement that we entered into with HercuteNdvember 2012.

Other income

Other income for 2012 was $1.4 million, which wasnprised of $0.6 million of benefit from the remegsment of fair value of our
convertible preferred stock warrants and $0.8 arillielated to the
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amortization of MLSC tax incentives. Other incore 2011 was $1.2 million, which was comprised &1a8 million cash settlement from a
former service provider and $0.3 million of recamed income related to the amortization of MLSCiteentives, partially offset by $0.9
million expense from the remeasurement of fair @atiour convertible preferred stock warrants.

Liquidity and Capital Resources
Sources of liquidity

We have financed our operations to date primahitgagh private placements of our convertible prefiéistock, collaborations, public
offerings of our securities and a secured debnfimy. Through December 31, 2013, we have recep2é@.2 million from the sale of
convertible preferred stock and warrants, $1261lianiof net proceeds from the sale of common stekng our initial public offering and
July 2013 follow-on underwritten public offering3%.6 million of net proceeds from a secured detarfcing, $120.6 million of net proceeds
from the issuance of the convertible senior natesuir July 2013 underwritten public offering and.$2L million of upfront license fees,
milestone payments, reimbursement of research emelapment costs and manufacturing services aret ptiyments from our collaborations.
We have also entered into an arrangement to useanufacturing capabilities to manufacture drugdpa on behalf of a third-party
pharmaceutical company, for which we have rece$z0 million in upfront fees and reimbursementsfa®ecember 31, 2013. As of
December 31, 2013, we had unrestricted cash afdecpsvalents and available-for-sale securitie$1d5.2 million.

In April 2012, we closed our IPO pursuant to asegtion statement on Form S-1, as amended. Weasddgjgregate of 15,042,459
shares of common stock under the registrationmsttieat a public offering price of $7.00 per shareluding 742,459 shares pursuant to the
exercise by the underwriters of an oadlotment option. Net proceeds were approximat&®.$ million, after deducting underwriting discos
and commissions and other offering expenses bat fwithe payment of dividends on our Series B ectivie preferred stock. At the time of
our IPO, our convertible preferred stock and wagano purchase convertible preferred stock autarallyi converted to common stock and
warrants to purchase common stock.

On November 8, 2012, we entered into the Loan Agesd with Hercules. The Loan Agreement providedafoinitial term loan advance
of $25.0 million, which closed on November 8, 2048¢d an additional term loan advance of $15.0 omijliwhich closed on December 14,
2012,

On July 17, 2013, we sold an aggregate of 5,750s0@0es of our common stock at a price to the pahl$5.00 per share and issued
$125.0 million aggregate principal amount of 4.5@8fvertible senior notes due 2020 in concurrentomdtten public offerings. As a result
the concurrent common stock offering and convestdlgnior notes offering, we received aggregat@meieeds of approximately $147.3
million, after deducting underwriting discounts asaimmissions and offering expenses payable by us.

As of December 31, 2013, within our unrestricteshcand cash equivalents, $0.9 million was cashcasl equivalents held by our

majority owned subsidiary, Silver Creek, which amsolidated for financial reporting purposes. 09 million held by Silver Creek is
designated for the operations of Silver Creek.

Cash flows

The following table provides information regardiogr cash flows for the years ended December 313,21112 and 2011.

Years ended December 3.

(in thousands) 2013 2012 2011

Cash used in operating activities $(95,17Y $(79,81¢) $(52,817)
Cash used in investing activiti (27,739 (75,22) (3,749
Cash provided by financing activiti 150,28t 142,29 76,30¢
Net increase (decrease) in cash and cash equis $ 27,37 $(12,74() $ 19,741
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We invest primarily in U.S. government agenciesuséies, commercial paper, corporate notes and ®and certificates of deposit. Our
investment objectives are primarily to assure tigyiand preservation of capital and secondarilglitain investment income. All of our
investments in debt securities are recorded avédire and are available-for-sale. Fair value temeined based on quoted market prices and
models using observable data inputs. We have potded any impairment charges to our fixed inconagketable securities as of
December 31, 2013.

Operating activities

Cash used in operating activities of $52.8 milltaning the year ended December 31, 2011 was ptyraaresult of our net loss of $79.7
million, partially offset by non-cash items of $42nillion, and changes in operating assets anditiab of $14.4 million, which includes
receipt of a $10.0 million milestone payment unither collaborative agreement with Sanofi. Cash usegerating activities of $79.8 million
during the year ended December 31, 2012 was piyraresult of our $91.8 million net loss, partyatiffset by noncash items of $10.0 millio
and changes in operating assets and liabiliti€g2df million, which includes receipt of a $5.0 el milestone payment under our license and
collaboration agreement with Sanofi. Cash usecperating activities of $95.2 million during the yemded December 31, 2013 was primarily
a result of our $130.7 million net loss, partiafyset by non-cash items of $18.4 million and chesn operating assets and liabilities of $17.1
million.

Investing activitie:

Cash used in investing activities of $3.7 milliam the year ended December 31, 2011 was primauiytd the purchase of plant, prope
and equipment. Cash used in investing activitieB7&.2 million for the year ended December 31, 2042 primarily due to the purchase of
available-for-sale securities of $115.7 million,iethwas partially offset by maturities and salesiedilable-for-sale securities of $43.9 million,
as well as $3.2 million related to the purchasproperty and equipment and other investing acéisitCash used in investing activities for the
year ended December 31, 2013 was primarily dueitchases of availat-for-sale securities net of proceeds from salesmaatlrrities of $17.8
million, as well as $9.9 million of property andusgment purchases.

Financing activities

Cash provided by financing activities of $76.3 il for the year ended December 31, 2011 was pifyrearesult of $76.9 million of
proceeds received from the Series G convertiblfeprd stock financing, net of offering costs, $tiflion of proceeds from the issuance of
common stock from the exercise of warrants ancksbptions, partially offset by deferred financingsts of $1.9 million and the payment of
capital leases of $0.4 million. Cash provided Imaficing activities of $142.3 million for the yeawded December 31, 2012 was primarily a
result of $100.0 million of proceeds from our IR®@} of offering costs, which closed in April 20821.1 million from us entering into the
Loan Agreement with Hercules in November 2012 aihte6Creek entering into the convertible note gaganet of offering costs, and $5.4
million from the issuance of common stock upondkercise of stock options, partially offset by gayment of $4.2 million of dividends on
our Series B convertible preferred stock. Cashigeal/by financing activities of $150.3 million ftve year ended December 31, 2013 was
primarily a result of $26.7 million of proceedsrrmur follow-on underwritten offering of common skain July 2013, net of offering costs,
$120.6 million of proceeds from our underwrittemeertible senior notes offering in July 2013, nebffering costs, $2.0 million of proceeds
from the exercise of common stock options and $tilBon of proceeds from the convertible notes cgf by Silver Creek, net of offering
costs.
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Funding requirements

We have not completed development of any therapeutiducts or companion diagnostics. We expecbitilcue to incur significant
expenses and increasing operating losses for sittteanext several years. We anticipate that xpemrses will increase substantially as we:

. initiate or continue clinical trials of our six maadvanced product candidat

. continue the research and development of our g@ifuetuct candidate:

. seek to discover additional product candide

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

. establish a sales, marketing and distributidrastructure and scale up manufacturing capadslito commercialize products for
which we may obtain regulatory approval; ¢

. add operational, financial and management in&dion systems and personnel, including persomnglipport our product
development and planned commercialization effi

As of December 31, 2013, we had unrestricted caditash equivalents and available-for-sale seearif $155.2 million. We expect
that our existing unrestricted cash and cash etgritsand available-for-sale securities as of Ddma31, 2013, anticipated interest income
and funding under our license and collaboratioragrent with Sanofi related to MM-121 will enabletasund operations into 2015. In the
event that we obtain favorable results from ourdetaclinical trial of MM-398, we expect that aipted additional expenses in 2014 related
to the commercialization of MM-398 will be offsef bash received from potential collaboration opyioities. We have based this estimate on
assumptions that may prove to be wrong, and wedaggg our available capital resources sooner tleaounrently expect. Because of the
numerous risks and uncertainties associated wéhlévelopment and commercialization of our prodacididates, and the extent to which we
utilize collaborations with third parties to paitiate in their development and commercializatioa,ake unable to estimate the amounts of
increased capital outlays and operating expenditassociated with our current and anticipatedadintrials. Our future capital requirements
will depend on many factors, including:

. the progress and results of the clinical trialeaf six most advanced product candida
. the success of our collaborations with Sanofi eglab MV-121 and with PharmaEngine related to -398;

. the scope, progress, results and costs ofipieall development, laboratory testing and cliniicills for our other product
candidates

. the costs, timing and outcome of regulatory revidwur product candidate
. the costs of commercialization activities, inclugliproduct sales, marketing, manufacturing andidigion;

. the costs of preparing, filing and prosecufagent applications and maintaining, enforcing defiénding intellectual property-
related claims

. the extent to which we acquire or invest in bussess products and technologies;

. our ability to establish and maintain additiboallaborations on favorable terms, particularlgrieting and distribution
arrangements for oncology product candidates ceitbid United States and Euro

Until such time, if ever, as we can generate sulbisigoroduct revenues, we expect to finance osheweds through a combination of
equity offerings, debt financings, collaboratiosisategic alliances, licensing arrangements anerattarketing and distribution arrangements.
We do not have any committed external sourcesrad$uother than our collaboration with Sanofi foe tievelopment and commercializatiol
MM-121, which is terminable by Sanofi for convergerupon 180 days’ prior written notice, and undardevelopment, license and supply
agreement with Actavis, which is terminable by Agddfor convenience in
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specified circumstances upon 90 dgysor written notice. To the extent that we raigeliional capital through the sale of equity or vertible
debt securities, the ownership interest of ourldtoltlers will be diluted, and the terms of thesmuséies may include liquidation or other
preferences that adversely affect the rights ofstackholders. Debt financing, if available, maydlve agreements that include covenants
limiting or restricting our ability to take spedifactions, such as incurring additional debt, mgldapital expenditures or declaring dividends.
For example, if we raise additional funds througdrketing and distribution arrangements or othelabolrations, strategic alliances or licen:
arrangements with third parties, we may have tagaish valuable rights to our technologies, fulteeenue streams, research programs or
product candidates or to grant licenses on teratsntiay not be favorable to us. If we are unablaige additional funds through equity or debt
financings when needed, we may be required to difait, reduce or terminate our product developtrearcommercialization efforts or grant
rights to develop and market product candidatesvilravould otherwise prefer to develop and markeselves.

Borrowings
4.50% Convertible Senior Notes Due 2020

In July 2013, we issued $125.0 million aggregateqgipal amount of 4.50% convertible senior notes 8020. We issued the convertible
senior notes under a base indenture between ud&/alisl Fargo Bank, National Association, as trusésesupplemented by a supplemental
indenture between us and the trustee. As a reftileaconvertible senior notes offering, we recdinet proceeds of approximately $120.6
million, after deducting underwriting discounts asaimmissions and offering expenses payable by us.

The convertible senior notes bear interest ateagb#.50% per year, payable semiannually in asrearJanuary 15 and July 15 of each
year, beginning on January 15, 2014. The convertibhior notes are general unsecured senior dblgatf ours and rank (i) senior in right
payment to any of our indebtedness that is exprasstiordinated in right of payment to the convégtienior notes, (ii) equal in right of
payment to any of our unsecured indebtednessdhmatiso subordinated, (iii) effectively juniorright of payment to any of our secured
indebtedness to the extent of the value of thetssseuring such indebtedness, and (iv) struciujatiior to all indebtedness and other
liabilities (including trade payables) of our subaries.

The convertible senior notes will mature on July 2820, or the maturity date, unless earlier refpased by us or converted at the option
of holders. Holders may convert their convertil#aisr notes at their option at any time prior te those of business on the business day
immediately preceding April 15, 2020 only under thilowing circumstances:

. during any calendar quarter commencing aft@té&eber 30, 2013 (and only during such calendartgnaif the last reported sale
price of our common stock for at least 20 tradiagsd(whether or not consecutive) during a perio8ib€onsecutive trading days
ending on the last trading day of the immediatecpding calendar quarter is greater than or équE30% of the conversion price
on each applicable trading d¢

. during the five business day period after ang €onsecutive trading day period, or the measargmeriod, in which the trading
price (as defined in the convertible senior nopes)$1,000 principal amount of convertible seniotes for each trading day of the
measurement period was less than 98% of the pradtice last reported sale price of our commonkstoad the conversion rate on
each such trading day;

. upon the occurrence of specified corporate eveitosgh in the indenture

On or after April 15, 2020 until the close of busss on the business day immediately preceding #terity date, holders may convert
their convertible senior notes at any time, regassliof the foregoing circumstances. Upon any ceiveiof convertible senior notes that occ
while our indebtedness to Hercules under the Logre@ément remains outstanding, the convertible sewites will be settled in shares of our
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common stock. Following the repayment and satigfadh full of our obligations to Hercules undeethoan Agreement, upon any conversion
of the convertible senior notes, the convertible@enotes may be settled, at our election, in calsares of our common stock or a combing
of cash and shares of our common stock.

The initial conversion rate of the convertible sgmotes is 160 shares of our common stock peiO®Ipdincipal amount of convertible
senior notes, which is equivalent to an initial wersion price of $6.25 per share of common stoble ihitial conversion price represents a
premium of 25% over the public offering price pbare of $5.00 in our concurrent underwritten pubffering of common stock. The
conversion rate will be subject to adjustment imeavents, but will not be adjusted for any accrard unpaid interest. In addition, following
certain corporate events that occur prior to theunitg date, we will increase the conversion rated holder who elects to convert its
convertible senior notes in connection with sucwiporate event in certain circumstances.

Upon the occurrence of a fundamental change (a@sadkin the indenture) involving us, holders of doamvertible senior notes may
require us to repurchase all or a portion of themvertible senior notes for cash at a price etpuab0% of the principal amount of the
convertible senior notes to be purchased, plusiadcand unpaid interest to, but excluding, the &umental change repurchase date.

The indenture contains customary terms and coveraantt events of default with respect to the corblersenior notes. If an event of
default (as defined in the indenture) occurs arabrginuing, the trustee by written notice to usthe holders of at least 25% in aggregate
principal amount of the convertible senior noteentlbutstanding by written notice to us and thetégismay, and the trustee at the request of
such holders shall, declare 100% of the principan accrued and unpaid interest on the conversibhior notes to be due and payable. In th
case of an event of default arising out of ceréients of bankruptcy, insolvency or reorganizatiwolving us or a significant subsidiary (as
set forth in the indenture), 100% of the principband accrued and unpaid interest on the condeinior notes will automatically become
due and payable.

Loan Agreemer

In November 2012, we entered into the Loan Agreemith Hercules pursuant to which we received loanhe aggregate principal
amount of $40.0 million in 2012. In July 2013, imnniection with the convertible senior notes offgriwe and Hercules entered into an
amendment, consent and waiver to the Loan Agreethahpermitted the convertible senior notes ofigiand the issuance of the convertible
senior notes.

The Loan Agreement provides for interest-only paytador twelve months and repayment of the aggeegatstanding principal balance
of the loans in monthly installments starting orcBraber 1, 2013 and continuing through May 1, 2@&5a result of our concurrent
underwritten public offerings of common stock amdeertible senior notes in July 2013, we receivggregate net proceeds in excess of $75.
million, which enabled us to elect to elect to extéhe interest-only period by six months so thatdggregate outstanding principal balance o
the loans issued pursuant to the Loan Agreementdwmirepaid in monthly installments starting on€ld, 2014 and continuing through
November 1, 2016. On October 27, 2013, we notifledcules of our election to extend the inte-only period as permitted under the Loan
Agreement.

Our obligations associated with the Loan Agreenagatsecured by a security interest in all of ousqeal property now owned or
hereafter acquired, excluding intellectual propéuyincluding the proceeds from the sale, if afyintellectual property, and a negative ple
on intellectual property.
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Contractual obligations and commitments

The following table summarizes our contractual gégions as of December 31, 2013:

Less thar More

1to3 3to5 than 5
(in thousands) Total 1 year years years years
Short and long-term loans payable (1) $ 48,39¢  $12,35!  $36,04¢ — —
4.50% convertible senior notes | 164,34 5,59¢ 11,25( 11,25( 136,25(
Operating lease obligatiol 29,52¢ 5,09t 10,56: 11,05¢ 2,81z
Series B dividend 25 25 — — —
License, collaboration, antibody and technologgnising costs (2 1,882 23€ 673 973 —
Total contractual cash obligatio $244,17¢  $23,30¢  $58,53:  $23,27¢  $139,06:

(1) Payments are inclusive of interest and principghpents.

(2) License, collaboration, antibody and technolbggnsing costs include milestone and annual Beamaintenance fee payments. We have
not included annual license maintenance fees oinmim royalty payments after December 31, 2017, @sannot estimate if they will
occur.

Expenditures to contract research organizationesent a significant cost in clinical developmétawever, our contracts with these
research organizations are cancellable at ourmpiion short notice and do not have cancellatioraipes. Therefore, payments to contract
research organizations have not been includecktimaliove table.

In January 2010, we received $1.5 million of taseintives from the MLSC, an independent agency @Qbmmonwealth of
Massachusetts, which allowed us to monetize apprately $1.4 million of state research and develagrte credits. In exchange for these
incentives, we pledged to hire an incremental 5pleyees and to maintain the additional headcououtgh at least December 31, 2014.
Failure to do so could result in our being requit@depay some or all of these incentives. Thigiogent obligation has not been included in
the above table as we cannot estimate if or wheiillibecome payable.

In January 2011, we received $1.3 million of taseintives from the MLSC, which allowed us to moregpproximately $1.2 million of
state research and development tax credits. Inaegehfor these incentives, we pledged to hire areinental 50 employees and to maintair
additional headcount through at least Decembe2@15. Failure to do so could result in our beimguieed to repay some or all of these
incentives. This contingent obligation has not bieefuded in the above table as we cannot estithatewhen it will become payable.

In January 2013, the MLSC awarded us an additidal million of tax incentives under its Life SctenTax Incentive Program, which
allows us to monetize approximately $0.4 milliorstdte research and development tax credits. Wsviet this payment in the fourth quarter
of 2013. In exchange for these incentives, we lpdedged to hire an incremental 20 employees amddiatain the additional headcount
through at least December 31, 2017. Failure toodoosild result in us being required to repay somal®f these incentives. We have deferred
and will amortize the benefit of this incentive @straight-line basis over the five-year perforneaperiod, commencing with a cumulative
catch-up when the pledge is achieved.

Other than the specific payments noted in the tabtbas described above, milestone and royalty patgrassociated with antibody
licensing, manufacturing technology licensing castd other in-licensed collaboration payments hretebeen included in the above table as
management cannot reasonably estimate if or whanwfill occur. These arrangements include the Valhg:

. Under a collaboration agreement with Dyax edab antibody identification and evaluation, we egquired to make aggregate
development and regulatory milestone payments @ @i.6.2 million for
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therapeutic products and aggregate regulatory tailespayments of up $1.0 million for diagnosticdrots directed to selected
targets. We also are required to pay mid singlé dhgalties on net sales of licensed produ

. Under license agreements with The Regentseobttiversity of California, we are required to maggregate development and
regulatory milestone payments of up to $1.3 millzmsociated with MM-111 and MM-302 and pay royalirethe low single digits
on net sales of licensed produr

. In addition to the amounts included in the ¢adbove payable to Adimab, we are required to ragkeegate development and
regulatory milestone payments of up to $52.5 nrillielated to therapeutic antibody licensing cosspaiated with MMt51 and pa
mid single digit royalties on net sales of licenpedducts

. Under a license agreement with the U.S. Public tHezrvice, a division of the U.S. Department oblteand Human Services, \
are required to make aggregate development anthtegumilestone payments of up to $6.0 million frerapeutic licensed
product related to ErbB3 receptor patents assatiaith MM-121, MM-111 and MM-141 and pay royaltigsthe low single digits
on net sales of licensed products. The term oatreement extends until the expiration of the Beghpatent rights, which is 20!

. Under an agreement with Selexis SA, we areirequo make aggregate milestone payments of @i 1 million per licensed
product related to the manufacturing of all of olimical programs, with the exception MM-398, angalties of less than one
percent on net sales of licensed prodt

. Under an agreement with PharmaEngine, if wetéteapply for and are awarded certain specifegpilatory designations with
respect to a regulatory filing with the FDA, we niagy obligated to pay an additional $5.0 millionestbne payment in 201

Milestone and royalty payments that we may be reguio make to Dyax, the U.S. Public Health Seraicé Selexis SA related to MM-
121 are fully reimbursed by Sanofi under the teofsur license and collaboration agreement. Saadfien entitled to deduct 50% of any
amount reimbursed against future royalty paymdras $anofi may be required to make to us.

During the third quarter of 2013, we issued $126illlon aggregate principal amount of 4.50% conixetsenior notes due 2020.
Contractual interest obligations related to theveotible senior notes total $5.6 million due inlegear from 2014 through 2020.

We have elected to extend the interest-only pearizdker the Loan Agreement with Hercules by six msrsth that the aggregate
outstanding principal balance of the loans issugdyant to the Loan Agreement will be repaid in thigninstallments starting on June 1, 2014
and continuing through November 1, 2016.

As of December 31, 2013, there here have beenhers otaterial changes to our contractual obligatams commitments outside the
ordinary course of business.

Off-Balance Sheet Arrangements

We did not have during the periods presented, andawnot currently have, any off-balance sheengements, as defined under SEC
rules.

Tax Loss Carryforwards

At December 31, 2013, we had net operating logsyftawards for federal and state income tax purpaxeb304.2 million and $230.7
million, respectively. Included in the federal astdte net operating loss carryforwards is approtéipn@11.6 million of deduction related to 1
exercise of stock options. This amount represemexaess tax benefit, which will be realized whenesults in reduction of cash taxes in
accordance
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with Accounting Standards Codification 718. Thieess tax benefit will be directly credited to addial paidin capital when it is realized. C
existing federal and state net operating loss &ammards will expire in years through 2033. We diswe available research and development
credits for federal and state income tax purposepproximately $18.6 million and $6.3 million, pestively. The federal and state research
and development credits will begin to expire in 2@&d 2024, respectively. As of December 31, 2@/E3also have available investment tax
credits for state income tax purposes of $0.3 amillwhich will expire in years through 2016 if neted. In addition we have federal orphan
drug credits of $14.4 million that begin to expime2031. We have evaluated the positive and negawdence bearing upon the realizability
our deferred tax assets, which are comprised jpatigi of net operating loss carryforwards, defemaeenue and capitalized research and
development expenses. Under the applicable acecaustandards, we have considered our history seéand concluded that it is more likely
than not that we will not recognize the benefit$enferal and state deferred tax assets. Accordimgdyhave established a full valuation
allowance against the deferred tax assets.

Utilization of the net operating loss and reseancti development credit carryforwards may be sulbbgeatsubstantial annual limitation
under Section 382 of the Internal Revenue Cod®©861as amended (the “Internal Revenue Code”)taoenership change limitations that
have occurred previously or that could occur inftltare. These ownership changes may limit the armofinet operating loss and research
development credit carryforwards that can be @iliannually to offset future taxable income and W& have not currently completed an
evaluation of ownership changes through DecembgP@13 to assess whether utilization of our netagpgg loss or research and developmen
credit carryforwards would be subject to an antigatation under Section 382 of the Internal Revei@ode. To the extent an ownership
change occurs in the future, the net operatingdosiscredit carryforwards may be subject to linvtat

We have not yet conducted a study of our domessiearch and development credit carryforwards gpldaor drug credits. This study
may result in an increase or decrease to our ccadiyforwards; however, until a study is compleded any adjustment is known, no amounts
are being presented as an uncertain tax positidall &aluation allowance has been provided agdimstcredits, and if an adjustment is
required, this adjustment would be offset by amsitjient to the valuation allowance. As a resudtrglwould be no impact to the statement of
comprehensive loss or cash flows if an adjustmemwewequired.

Recent Accounting Pronouncements

In February 2013, the FASB issued amendments tadbeunting guidance for presentation of comprekieriscome to improve the
reporting of reclassifications out of accumulatélieo comprehensive income. The amendments do aoigehthe current requirements for
reporting net income or other comprehensive incdiedo require an entity to provide informatioroabthe amounts reclassified out of
accumulated other comprehensive income by compohreatidition, an entity is required to presentei on the face of the statement where
the net income is presented or in the notes, sogmf amounts reclassified out of accumulated atberprehensive income by the respective
line items of net income but only if the amountlassified is required under GAAP to be reclassif@det income in its entirety in the same
reporting period. For other amounts that are ngaired under GAAP to be reclassified in their egttirto net income, an entity is required to
cross-reference to other disclosures required uBdexP that provide additional detail about theseants. For public companies, these
amendments are effective prospectively for repgrgiariods beginning after December 15, 2012. Cthear a change in presentation, the
adoption of this guidance did not have a matenigdact on our consolidated financial statements.

In July 2013, the FASB issued guidance to addtessliversity in practice related to the financiatement presentation of unrecognized
tax benefits as either a reduction of a deferrgdsset or a liability when a net operating logsyarward, a similar tax loss or a tax credit
carryforward exists. This guidance is effectivegmectively for fiscal years, and interim periodshivi those years, beginning after
December 15, 2013. The adoption of this guidanc®igxpected to have a material impact on oura@ateted financial statements.
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ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

We invest in a variety of financial instrumentsppipally cash deposits, money market funds, séesrissued by the U.S. government
and its agencies and corporate debt securitiesgdalks of our investment policy are preservationayital, fulfillment of liquidity needs and
fiduciary control of cash and investments. We alsek to maximize income from our investments wittemsuming significant risk.

Our primary exposure to market risk is interesbme sensitivity, which is affected by changes mdleneral level of interest rates,
particularly because our investments are in stesrtrtmarketable securities. Due to the short-termatthn of our investment portfolio and the
low risk profile of our investments, an immediagé thange in interest rates would not have a magffiect on the fair market value of our
portfolio. We have the ability and intention to d@ur investments until maturity, and therefore ,warild not expect our operating results or
cash flows to be affected to any significant dedngéhe effect of a sudden change in market intee#ss on our investment portfolio.

We do not currently have any auction rate or maygghbacked securities. We do not believe our casth equivalents and available-for-
sale investments have significant risk of defaultliguidity, however we cannot provide absolutsarance that in the future our investments
will not be subject to adverse changes in markkteva

The term loans under the Loan Agreement with Hecbkar interest at variable rates. We have areggtg principal amount of $40.0
million outstanding under this facility. Interestpayable at an annual rate equal to the greatd.66% and 10.55% plus the prime rate of
interest minus 5.25%, but may not exceed 12.55%a Assult of the 12.55% maximum annual interest, nae have limited exposure to
changes in interest rates on borrowings undeffdloitity. For each 1% increase in the interest mtehe outstanding debt amount, subject to a
maximum 2% increase, we would have an increasetimd cash outflows of approximately $0.4 millioreothe next twelve month period
based on the term of the loans as of December@@13.2

The convertible senior notes bear interest atedfpate of 4.50% per year, payable semiannuallyriears on January 15 and July 15 of
each year, beginning on January 15, 2014. As dty@siare not subject to interest rate risk wébpect to the convertible senior notes.

Item 8. Financial Statements and Supplementary Data

Our consolidated financial statements, togetheh e report of our independent registered puldamanting firm, appear on pages F-1
through F-32 of this Annual Report on Form 10-K.

Item 9. Changes in and Disagreements with Account&on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Clarécutive Officer and Chief Financial Officer (qunincipal executive officer and
principal financial officer, respectively), evaledtthe effectiveness of our disclosure controls@ondedures as of December 31, 2013. The
term “disclosure controls and procedures,” as a@effim Rules 13a-15(e) and 15d-15(e) under the Exgdh&ct means controls and other
procedures of a company that are designed to ettsaranformation required to be disclosed by a pany in the reports that it files or submits
under the Exchange Act is recorded, processed, suized and reported, within the time periods spetiin the SEC's rules and forms.
Disclosure controls and procedures include, withiotitation, controls and procedures designed wueas that information required to be
disclosed by a company in the reports
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that it files or submits under the Exchange Acdsumulated and communicated to the company’s neanegt, including its principal
executive and principal financial officers, as agpfate to allow timely decisions regarding reqgdidésclosure. Management recognizes that
any controls and procedures, no matter how welbdesl and operated, can provide only reasonabigasse of achieving their objectives and
management necessarily applies its judgment iruatiag the cost-benefit relationship of possiblatoals and procedures. Based on the
evaluation of our disclosure controls and proceslaeof December 31, 2013, our Chief Executivec®ffand Chief Financial Officer
concluded that, as of such date, our disclosurér@isrand procedures were effective at the readersssurance level.

Management’'s Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finaha@orting for the company.
Internal control over financial reporting is defthim Rule 13a-15(f) or 15d-15(f) promulgated untter Exchange Act as a process designed b
or under the supervision of, the company’s prinicipa@cutive and principal financial officers andeeted by the company’s board of directors,
management and other personnel, to provide reakpassurance regarding the reliability of financegorting and the preparation of financial
statements for external purposes in accordance@4AP and includes those policies and proceduras th

. Pertain to the maintenance of records thag¢@&sonable detail accurately and fairly reflectithasactions and dispositions of the
assets of the compar

. Provide reasonable assurance that transaa@en®corded as necessary to permit preparatifinasfcial statements in accordance
with GAAP, and that receipts and expenditures efdbmpany are being made only in accordance witiaaations of
management and directors of the company;

. Provide reasonable assurance regarding preveotitimely detection of unauthorized acquisitinge or disposition of the
compan’s assets that could have a material effect onitla@dial statement:

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @d¢tmisstatements. Therefore, even thos
systems determined to be effective can provide mdgonable assurance with respect to financisdratnt preparation and presentation.
Projections of any evaluation of effectivenessutmiffe periods are subject to the risk that contmdy become inadequate because of chang
conditions, or that the degree of compliance withpolicies or procedures may deteriorate.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of Det®m31, 2013. In making this
assessment, management used the criteria sebfottle Committee of Sponsoring Organizations offtteadway Commission in Internal
Control-Integrated Framework (1992). Based onsteasment, management concluded that, as of Dec8m#013, our internal control over
financial reporting is effective based on thoséecia.

This Annual Report on Form 10-K does not includeatiestation report of our independent registergaip accounting firm regarding
internal control over financial reporting. Managemi& report was not subject to attestation by adependent registered public accounting
firm pursuant to an exemption under Section 989@efDodd-Frank Wall Street Reform and Consumeteletimn Act.

Changes in Internal Control Over Financial Reporting

No change in our internal control over financigloging (as defined in Rules 13a-15(f) and 15d-18(fder the Exchange Act) occurred
during the three months ended December 31, 201 3iilsamaterially affected, or is reasonably likelynaterially affect, our internal control
over financial reporting.

Iltem 9B. Other Information

None.
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PART IlI

Item 10. Directors, Executive Officers and Corpora¢ Governance

The information required by this Item 10 will becinded under the captions “Executive Officers,” f&itor Nomination Process,Bbard
Policies,” “Code of Business Conduct and Ethic&bard Meetings and Attendance” and “Section 16@)dicial Ownership Reporting
Compliance” in our definitive proxy statement tofiled with the SEC with respect to our 2014 Annieting of Stockholders and is
incorporated herein by reference.

Item 11. Executive Compensation

The information required by this Item 11 will becinded under the captions “Executive and Directom@ensation Processes,”
“Compensation Discussion and Analysis,” “Summaryrpensation Table,” “Grants of Plan-Based Awardsl&abOption Exercises and
Stock Vested Table,” “Employment Agreements,” “Fuitel Payments Upon Termination or Change in Cdhtnod “Compensation
Committee Interlocks and Insider Participationbur definitive proxy statement to be filed with t8EC with respect to our 2014 Annual
Meeting of Stockholders and is incorporated hebgimeference.

Item 12. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Matter

The information required by this Item 12 will becinded under the captions “Security Ownership aft&ie Beneficial Owners and
Management” and “Securities Authorized for Issuadoéer Our Equity Compensation Plans” in our défii proxy statement to be filed with
the SEC with respect to our 2014 Annual Meetin@taickholders and is incorporated herein by refexrenc

Item 13. Certain Relationships and Related Transa&ns, and Director Independence

The information required by this Item 13 will becinded, as applicable, under the captions “Employmgreements,” “Potential
Payments Upon Termination or Change in Control 6dBl Determination of Independence” and “RelategddreTransactions” in our
definitive proxy statement to be filed with the SBfEh respect to our 2014 Annual Meeting of Stodkleos and is incorporated herein by
reference.

Item 14. Principal Accounting Fees and Services

The information required by this Item 14 will becinded under the captions “Audit Fees and Servieas!'“Pre-Approval Policies and
Procedures” in our definitive proxy statement tdilel with the SEC with respect to our 2014 Annifeting of Stockholders and is
incorporated herein by reference.
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PART IV

Iltem 15. Exhibits and Financial Statement Schedules
(1) Financial Statements

Our consolidated financial statements are set famtpages F-1 through F-32 of this Annual Reporform 10-K and are incorporated
herein by reference.

(2) Financial Statement Schedules

Schedules have been omitted since they are eitteéequired or not applicable or the informatiomikerwise included herein.

(3) Exhibits

The exhibits filed as part of this Annual ReportFarm 10-K are listed in the Exhibit Index immedigtpreceding such Exhibits, which
Exhibit Index is incorporated herein by reference.
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Stockholders of
Merrimack Pharmaceuticals, Inc.

In our opinion, the accompanying consolidated badasheets and the related consolidated statenfecwsnprehensive loss, statements of
convertible preferred stock, non-controlling inttrand stockholdersleficit, and statements of cash flows presentyfaiml all material respec
the financial position of Merrimack Pharmaceuticéi€. and its subsidiaries at December 31, 20tB3@tember 31, 2012, and the results of
their operations and their cash flows for eachhefthree years in the period ended December 3B, iB0donformity with accounting principles
generally accepted in the United States of Amefitese financial statements are the responsilofithe Company’s management. Our
responsibility is to express an opinion on thesaritial statements based on our audits. We cordloateaudits of these statements in
accordance with the standards of the Public Compacypunting Oversight Board (United States). Thetsendards require that we plan and
perform the audit to obtain reasonable assuranoetathether the financial statements are free déri@ misstatement. An audit includes
examining, on a test basis, evidence supportingutieunts and disclosures in the financial statespaissessing the accounting principles use
and significant estimates made by management,aldating the overall financial statement presématVe believe that our audits provide a
reasonable basis for our opinion.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
March 4, 2014
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Merrimack Pharmaceuticals, Inc.

Consolidated Balance Sheets

(in thousands, except per share amount:
Assets
Current assett
Cash and cash equivalel
Available-for-sale securitie
Restricted cas
Accounts receivabl
Prepaid expenses and other current a:
Total current asse
Restricted cas
Property and equipment, r
Other asset
Intangible assets, n
In-process research and developr
Goodwill
Total asset
Liabilities, Nor-Controlling Interest and Stockhold’ Deficit
Current liabilities:
Accounts payable, accrued expenses and
Deferred revenue
Deferred ren
Long-term debt, current portic
Total current liabilities
Deferred revenues, net of current port
Deferred rent, net of current porti
Deferred tax incentives, net of current port
Long-term debt, net of current portic
Accrued interes
Total liabilities

Commitments and contingencies (Note
Non-controlling interes
Stockholder’ deficit:

Preferred stock, $0.01 par value: 10,000 shardwered at December 31, 2013 and 2012, respectively

no shares issued or outstanding at December 3B, &04012

Common stock, $0.01 par value: 200,000 shares arn¢ibat December 31, 2013 and 2012,
respectively, 102,523 and 95,825 issued and oulistgrat December 31, 2013 and 2012, respect

Additional paic-in capital
Accumulated other comprehensive |i
Accumulated defici

Total stockholder deficit

Total liabilities, nor-controlling interest and stockhold’ deficit

December 31

2013

$ 65,08
90,11¢
101

5,85
5,48
166,64
584
13,36+
17t

1,84t
6,20(
3,60¢
$192,41

$ 38,81
9,33¢
1,33¢
8,24¢

57,73
66,13
6,53¢

507
103,42
1,20

$ 235,54!

337

1,02t
527,77
(24
(572,241
$ (43,460
$192,41

The accompanying notes are an integral part ottheasolidated financial statements.

F-3

2012

$ 37,71
72,23¢
10C

9,267
8,08:
128,30:
52¢

6,297
1,06¢
2,16¢
7,01(
3,60¢

$ 148,97

$ 25,64
9,35(
1,15:
2,37¢

38,52(
71,11
6,32:
75¢
37,48:
1,20¢

$ 155,39

97

95¢
434,67
(38
(442,11
$ (6,51)
$ 148,97
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(in thousands, except per share amount:
Collaboration revenues
Operating expense
Research and developm
General and administrati
Total operating expens
Loss from operation
Other income and expens
Interest incom
Interest expens
Other, ne
Net loss

Merrimack Pharmaceuticals, Inc.

Less net income (loss) attributable to -controlling interes
Net loss attributable to Merrimack Pharmaceutidals,

Other comprehensive income (los

Unrealized loss on availal-for-sale securitie

Other comprehensive income (lo
Comprehensive los

Net loss per share available to common stockhc—basic and dilute
Weighted-average common shares used in computirgsseper share available to

common stockholde—basic and dilute:

Consolidated Statements of Comprehensive Loss

Years ended December 3!

2013
$ 47,78¢

147,13
21,18
168,32
(120,54()

16€
(10,93%)
627
(130,68Y)
24C
(130,92}

14
14

(130,91)
$ 132

98,91¢

2012
$ 48,92!

125,85
15,80¢
141,66:
(92,749

184
(559)
1,357
(91,759
(477)
(91,277

(39)
(39)

(91,319
¢ 1.2

72,831

The accompanying notes are an integral part oktheasolidated financial statements.
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2011
$ 34,21t

100,63
14,45
115,08«
(80,869

56
(13

1,15(
(79,67¢)
(457)
(79,229

g79,2_2:)
¢  7.69)

11,34
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Merrimack Pharmaceuticals, Inc.

Consolidated Statements of Convertible Preferred $tk, Non-Controlling Interest and Stockholders’ Defcit

(in thousands)

Balance at December 31, 201

Exercise of stock options and comir
stock warrant:

Stocl-based compensatic

Issuance of Series G sto

Issuance of Series C stock as a result of
warrant exercise

Loss attributable to ni-controlling interes

Net loss

Balance at December 31, 201

Exercise of stock options and comir
stock warrant:

Stocl-based compensatic

Conversion of convertible preferred stoc
into common stoc

Initial public offering, net of issuance co:

Series B dividends declar

Conversion of convertible preferred stock
warrants to common stock warra

Other comprehensive lo

Loss attributable to ni-controlling interes

Net loss

Balance at December 31, 201

Exercise of stock options and comir
stock warrant:

Stocl-based compensatic

Issuance of common stock in a public
offering, net of issuance co

Conversion option of convertible sen
notes

Conversion of Silver Creek convertik
notes payabl

Other comprehensive incor

Loss attributable to ni-controlling interes

Net loss

Balance at December 31, 201

Series B-G convertible

Accumulated

ferred stock Non- Additional Other Total
preterred stoc controlling Common stock paid-in Comprehensive  Accumulated  stockholders’
Shares Amount interest Shares  Amount capital Loss deficit deficit
53,14¢ $ 191,25 $ 1,02% 11,07¢ $ 111 $ 5154 % — $ (271,61) $ (219,969
— — — 761 7 1,73¢ — — 1,74¢
— — — — — 6,952 — — 6,952
11,00( 76,94¢ — — — — — — —
3 19 — — — — — — —
— — (45%) — — — — 458 458
— — — — — — — (79,676) (79,676)
64,15 268,22¢ 574 11,83« 11¢ 60,23: — (350,839 (290,49()
— — — 2,69: 27 5,40( — — 5,42
— — — — — 6,88¢ — — 6,88¢
64,15 268,22! — 66,25¢ 663 267,56 — — 268,22!
— — — 15,04: 15C 97,93: — — 98,08:
— — — — — (4,267) — — (4,267)
— — — — — 92¢ — — 92¢
— — — — — — (39) — (39)
— — (477) — — — — 477 477
— — — — — — — (91,759 (91,759
— — 97 95,82 95¢ 434,67¢ (39) (442,11%) (6,51%)
— — — 94¢ 9 2,027 — — 2,03¢
— — — — — 10,73 — — 10,73t
— — — 5,75( 58 26,65¢ — — 26,71¢
— — — — — 51,87t — — 51,87t
— — 79€ — — 1,807 — — 1,807
— — — — — — 14 — 14
— — (55€) — — — — 55€ 55€
— — — — — — — (130,68)) (130,68
— $ — $ 337 102,52 $ 1,028 $ 527,77¢ $ (24) (572,24") $ (43,46

The accompanying notes are an integral part oktheasolidated financial statements.

F-5



Table of Contents

Merrimack Pharmaceuticals, Inc.

Consolidated Statements of Cash Flows

Years ended December 3.

(in thousands) 2013 2012 2011
Cash flows from operating activitir
Net loss $(130,68) $ (91,759  $(79,67¢)
Adjustments to reconcile net loss to net cash (ugeprovided by operating activitie
Non-cash interest expen 4,54¢ 78 —
Depreciation and amortizatic 2,58¢ 3,66¢ 4,59¢
Stocl-based compensatic 10,73 6,88¢ 6,952
Other nor-cash item: 57¢ (587) 864
Changes in operating assets and liabilit
Purchased premiums and interest on avai-for-sale securitie (1,809 (2,359 —
Accounts receivabl 3,41( (1,847 (3,68))
Prepaid expenses and other current a: 4,03 (2,477) (3,939
Accounts payable, accrued expenses and 13,30« 6,98¢ 8,81t
Deferred revenue (4,989 (5,28)) 11,96
Deferred rent and tax incentiv 2,07¢ 7,892 1,26¢
Other assets and liabilities, r 1,03 (1,030 19
Net cash used in operating activit (95,17%) (79,816 (52,817
Cash flows from investing activitie
Purchase of availat-for-sale securitie (112,92) (115,665 —
Proceeds from sales and maturities of avai-for-sale securitie 95,10( 43,88( —
Purchase of property and equipm (9,857 (3,189 (3,759
Assignment of restricted ca (57 (62¢) —
Release of restricted ca — 381 —
Other investing activities, ni (2) — 7
Net cash used in investing activiti (27,739 (75,227) (3,747
Cash flows from financing activitie
Proceeds from public offerings, net of offering ts 26,71¢ 100,02t —
Proceeds from issuance of convertible preferreckstuet of offering cost — — 76,94¢
Proceeds from exercise of common stock and war 2,03¢ 5,427 1,74¢
Principal payment on capital lease obligati — (48) (443)
Proceeds from issuance of debt, net of issuands 121,53 41,12¢ —
Payments of dividends on Series B convertible predestock 3) (4,235 —
Deferred financing cos — — (1,946
Net cash provided by financing activiti 150,28t 142,29 76,30¢
Net increase (decrease) in cash and cash equis 27,37 (12,740 19,74:
Cash and cash equivalents, beginning of pe 37,71 50,45 30,71
Cash and cash equivalents, end of pe $ 65,08 $ 37,71« $50,45¢
Noncash financing and investing activities
Conversion of convertible preferred stock to comratmtk — 268,22! —
Conversion of convertible preferred stock warrdatsommon stock warran — 92¢ —
Issuance of derivative liabilit 35 19¢€ —
Value of conversion feature of convertible seniotes, classified in Stockhold’ Deficit 51,87¢ — —
Changes in property and equipment in accounts peyaia accrued expens — 412 —
Disposals of fully depreciated ass 21C 671 —
Reclassification of deferred financing costs takltmlder’ deficit 27¢ 2,74¢ —
Dividends on Series B convertible preferred stoeklared but not pai — 28 —
Conversion of Silver Creek convertible no 2,60: — —
Supplemental disclosure of cash flow
Cash paid for intere: $ 391t % 16 % 13

The accompanying notes are an integral part oktheasolidated financial statements.
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Merrimack Pharmaceuticals, Inc.

Notes to Consolidated Financial Statements

1. Nature of the Business

Merrimack Pharmaceuticals, Inc. (the “Company a isiopharmaceutical company discovering, developimdjpreparing to
commercialize innovative medicines consisting ofgldherapeutics paired with companion diagnosfite Company has six novel therape
oncology candidates in clinical development (MM-388M-121, MM-111, MM-302, MM-151 and MM-141), muftie product candidates in
preclinical development and a discovery effort adwag additional candidate medicines. The Compasyadiso recently entered into an
agreement to utilize its manufacturing expertisdawelop, manufacture and exclusively supply buligdo a third party, who will in turn
process the drug into a finished product and coroiamiée it globally. The Company’s discovery andielepment efforts are driven by
Network Biology, which is its proprietary systenislbgy-based approach to biomedical research. The Compasyncorporated in the
Commonwealth of Massachusetts in 1993 and reincatgd in the State of Delaware in October 2010.

The Company is subject to risks and uncertaint@sroon to companies in the biopharmaceutical ingiusicluding, but not limited to,
its ability to secure additional capital to fundeogtions, success of clinical trials, developmgntdmpetitors of new technological innovatio
dependence on collaborative arrangements, protectiproprietary technology, compliance with govaent regulations and dependence on
key personnel. Product candidates currently undeeldpment will require significant additional raseh and development efforts, including
extensive preclinical and clinical testing and fatpry approval prior to commercialization. The$i®m/s require significant amounts of
additional capital, adequate personnel, infrastmécand extensive compliance reporting capabilities

The Company has incurred significant losses andbagenerated revenue from commercial sales. benapanying consolidated
financial statements have been prepared on aWwhagib assumes that the Company will continue asilaggconcern and which contemplates
the realization of assets and satisfaction of liéds and commitments in the normal course of hess.

As of December 31, 2013, the Company had unrestricash and cash equivalents and availablsdtar-securities of $155.2 million. T
Company expects that its existing unrestricted eahcash equivalents and available-for-sale dgesias of December 31, 2013, anticipated
interest income and funding under its license aihlcoration agreement with Sanofi related to MME1@Il enable the Company to fund
operations into 2015. In the event that the Compdnigins favorable results from the Phase 3 clinica of MM-398, the Company expects
that anticipated additional expenses in 2014 réladghe commercialization of MM-398 will be offdey cash received from potential
collaboration opportunities.

The Company may seek additional funding througHipuly private debt or equity financings, or thrbugxisting or new collaboration
arrangements. The Company may not be able to ofi@ncing on acceptable terms, or at all, anddbmpany may not be able to enter into
additional collaborative arrangements. The termsngffinancing may adversely affect the holdingtherrights of the Company’s
stockholders. Arrangements with collaborators bect may require the Company to relinquish rightsertain of its technologies or product
candidates. If the Company is unable to obtain ifuppndhe Company could be forced to delay, reduaiminate its research and developmen
programs or commercialization efforts, which coattversely affect its business prospects.
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2. Summary of Significant Accounting Policies

Significant accounting policies followed by the Quemny in the preparation of its consolidated finahstatements are as follows:

Basis of Presentation and Consolidation

The accompanying consolidated financial statemieae been prepared under U.S. generally acceptediating principles (“GAAP")
and include the accounts of the Company and itdlwbaned subsidiaries. The Company’s wholly owsethsidiaries include Hermes
BioSciences, Inc. (“Hermes”), which was merged vaittd into the Company during 2009, and Merrimac&rRlaceuticals (Bermuda) Ltd.,
which was incorporated during 2011. The Company etmsolidates its majority owned subsidiary, Sil@eeek Pharmaceuticals, Inc. (“Silver
Creek”). All intercompany transactions and balarftage been eliminated in consolidation.

Use of Estimates

GAAP requires the Company’s management to makmagts and judgments that may affect the reportezliata of assets, liabilities,
revenues, expenses and related disclosures. Thpalgrbases estimates and judgments on historipariexce and on various other factors
that it believes to be reasonable under the cirtamass. The most significant estimates in thesedmtated financial statements include
revenue recognition, including the estimated pesg of billable expenses in any particular buggeiod, periods of meaningful use of
licensed products, estimates used in accountingef@mue separability and recognition, useful Inwéh respect to long-lived assets and
intangibles, accounting for stock-based compensationvertible preferred stock warrants, continggsdntangible assets, goodwill, pmeces
research and development, derivative liability uagion of convertible debt, tax valuation reserard accrued expenses, including clinical
research costs. The Compangctual results may differ from these estimateteudifferent assumptions or conditions. The Comgparaluate:
its estimates on an ongoing basis. Changes in &stinare reflected in reported results in the gariavhich they become known by the
Company’s management.

Segment and Geographic Information

Operating segments are defined as componentseritarprise engaging in business activities for Widiscrete financial information is
available and regularly reviewed by the chief opiegadecision maker in deciding how to allocateorgses and in assessing performance. The
Company views its operations and manages its bssineone operating segment and the Company opeénataly one geographic segment.

Cash, Cash Equivalents and Restricted Cash

Cash and cash equivalents are short-term, higiydiinvestments with original maturities of thmaenths or less at the date of purchase
Investments qualifying as cash equivalents typjgadimarily consist of money market funds, commairgiaper, corporate notes and bonds an
certificates of deposit.

Cash accounts with any type of restriction aresifiesl as restricted cash. If restrictions are exgpe to be lifted in the next twelve
months, the restricted cash account is classietliarent. As of December 31, 2013 and 2012, thregamy recorded restricted cash of
$685,000 and $628,000, respectively, which wenmarily related to the Company’s facility lease.

Available-for-Sale Securities

The Company classifies marketable securities wittnaaining maturity when purchased of greater thage months as available-feale
Available-for-sale securities may consist of U.8vernment agencies securities, commercial papgppcate notes and bonds and certificates
of deposit, which are maintained by an investmeamager. Available-for-sale securities are carridfdiavalue, with the unrealized gains and
losses included in other comprehensive income)(lmss component of stockholders’ deficit untillimsd. Realized gains and losses are
recognized in interest income. Any premium or distaarising at purchase is amortized
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and/or accreted to interest income. There weresalized gains or losses recognized on the saleaturity of available-for-sale securities
during the years ended December 31, 2013, 20121k.2

Concentration of Credit Risk

Financial instruments that subject the Companyéditrisk consist primarily of cash and cash egl@nts, available-for-sale securities
and accounts receivable. The Company places itsds3osits in accredited financial institutions ahérefore, the Company’s management
believes these funds are subject to minimal criskit The Company invests cash equivalents andadblaifor-sale securities in money market
funds, U.S. government agencies securities andwsigorporate debt securities. Credit risk in treesririties is reduced as a result of the
Company’s investment policy to limit the amountésted in any one issue or any single issuer andljoinvest in high credit quality
securities. The Company has no significant off-be¢gasheet concentrations of credit risk such asdarcurrency exchange contracts, option
contracts or other hedging arrangements. For ebitte years ended December 31, 2013 and 2012, iSapoésented greater than 98% of
collaboration revenues. As of December 31, 2013281@, Sanofi represented greater than 98% andd%8icounts receivable, respectively.

Property and Equipment

Property and equipment, including leasehold impnosets, are recorded at cost and depreciated wherglinto service using the
straight-line method, based on their estimatedulisigts as follows:

Estimated useful life

Asset classificatior (in years)

Lab equipment 3-7
IT equipment 3-7
Leaseholds improvemer Lesser of useful life or lease te
Furniture and fixture 3-7

Costs for capital assets not yet placed into seiv@ve been capitalized as construction-in-progaedswill be depreciated in accordance
with the above guidelines once placed into servasts for repairs and maintenance are expensedwased, while major betterments are
capitalized. The Company capitalizes interest cwstrred on funds used to construct property andpegent. The capitalized interest is
recorded as part of the asset to which it relatesi@depreciated over the assetstimated useful life. Upon retirement or sdle,dost of asse
disposed of and the related accumulated depregiatimremoved from the accounts and any resul@iy @ loss is reflected in earnings.

The Company reviews its lorliyed assets for impairment whenever events or gbsin business circumstances indicate that thgicg
amount of assets may not be fully recoverable airttie useful lives of these assets are no lor@oariate. Each impairment test is based or
a comparison of the undiscounted cash flow to ¢eended value of the asset. If impairment is in@idathe asset will be written down to its
estimated fair value on a discounted cash flowsbasi

Non-Controlling Interest

Non-controlling interest represents the non-colitrglstockholders’ proportionate share of prefersamtk and net loss of the Company’s
majority owned consolidated subsidiary, Silver Gréhe non-controlling stockholders’ proportionatere of the preferred stock in Silver
Creek is reflected as non-controlling interestie@ Companys consolidated balance sheets as of December 33,8 2012, respectively, a
component of mezzanine equity.

Derivative Liability

In December 2012, the Company’s majority owned islidny, Silver Creek, entered into a Note Purch&geement pursuant to which it
issued convertible notes to various lenders inegape principal amounts of $1.6 million in Decembd@t 2, $0.3 million in February 2013 and
$0.6 million in December 2013. Upon
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issuance, the Company determined that the undgrbonvertible notes represented share-settledadebthe potential conversion of the
convertible notes into Silver Creek’s next qualifyiseries of preferred stock at a discount metliimition of a derivative, which was
classified as a liability and remeasured each taympperiod. Prior to conversion on December 31,3@he derivative was remeasured with
changes in fair value recognized in earnings. Wwenate principal of $2.5 million and accruediiest of $0.1 million converted into share:
Silver Creek Series A preferred stock upon matuityDecember 31, 2013. The Company estimated tlhie whthe derivative liability issued
in connection with the convertible notes payableesib upon full conversion as of December 31, 2848$196,000 as of December 31, 2012.

Revenue Recognition

The Company enters into biopharmaceutical prodercelbpment agreements with collaborative partrarghie research and developr
of therapeutic and diagnostic products. The terfriseagreements may include nonrefundable sigantjlicensing fees, funding for research,
development and manufacturing, milestone paymerdgayalties or profit-sharing on any product salesved from collaborations. These
multiple element arrangements are analyzed to mi@terwhether the deliverables can be separatedhethwr they must be accounted for as a
single unit of accounting.

In January 2011, the Company adopted authoritgtidance on revenue recognition for multiple elenarangements. This guidance,
which applies to multiple element arrangementsredtato or materially modified on or after Januar2011, separates and allocates
consideration in a multiple element arrangementm’ting to the relative selling price of each delakde. The fair value of deliverables under
the arrangement may be derived using a best estiofiaelling price if vendor specific objective @gnce and third-party evidence are not
available. Deliverables under the arrangementheilseparate units of accounting provided that iaeteld item has value to the customer on a
stand-alone basis and if the arrangement doesidloidie a general right of return relative to théveeed item and delivery or performance of
the undelivered item is considered probable andtankially in the control of the vendor.

The Company entered into a collaboration agreem@htWatson Laboratories, Inc. (“Actavis”) in Novéer 2013, which was evaluated
under the accounting guidance on revenue recogrfitiomultiple element arrangements. See Note Eethise and Collaboration Agreements,’
for additional information.

The Company'’s license and collaboration agreemexgsuted prior to January 1, 2011 continue to lewatted for under previously
issued revenue recognition guidance for multipéereint arrangements and milestone revenue recagniiiee Company recognized upfront
license payments as revenue upon delivery of temdie only if the license had stand-alone valuelamdair value of the undelivered
performance obligations could be determined. Iffttievalue of the undelivered performance obligasi could be determined, such obligations
were accounted for separately as the obligations ¥udfilled. If the license was considered to eitimot have stand-alone value or have stand.
alone value but the fair value of any of the und=lked performance obligations could not be deteedhithe arrangement was accounted foi
single unit of accounting and the license paymantspayments for performance obligations were neieed as revenue over the estimated
period of when the performance obligations woulgpbdormed.

Whenever the Company determined that an arrangeshentd be accounted for as a single unit of acthognit determined the period
over which the performance obligations would bdqgrened and revenue would be recognized. If the Gomzould not reasonably estimate
the timing and the level of effort to completeperformance obligations under the arrangement, iségnue under the arrangement was
recognized on a straight-line basis over the patiedCompany expected to complete its performabtigadions, which is reassessed at each
subsequent reporting period.

The Company’s collaboration agreements may incadiBtional payments upon the achievement of perdimca-based milestones. As
milestones are achieved, a portion of the milespayanent, equal to the percentage of the total tiraethe Company has performed the
performance obligations to date over the total
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estimated time to complete the performance obbgati multiplied by the amount of the milestone pagtmwill be recognized as revenue upor
achievement of such milestone. The remaining poricthe milestone will be recognized over the riimg performance period. Milestones
that are tied to regulatory approvals are not amsid probable of being achieved until such apprievaceived. Milestones tied to
counterparty performance are not included in then@any’s revenue model until the performance coowigtiare met.

Royalty revenue will be recognized upon the salthefrelated products provided the Company hagmaining performance obligations
under the arrangement.

The Company did not materially modify any of it@yiously-existing multiple element arrangementsrduthe years ended
December 31, 2013 and 2012.

Research and Development Expenses

Research and development expenses are chargegensexas incurred. Research and development expams@rise costs incurred in
performing research and development activitiedutfing personnel-related costs, stock-based conapiens facilities, research-related
overhead, clinical trial costs, contracted serviceanufacturing, license fees and other externstisc@he Company accounts for nonrefundabl
advance payments for goods and services that ilided in future research and development actwtseexpenses when the service has beel
performed or when the goods have been receivedrrithn when the payment is made.

Stock-Based Compensation

The Company expenses the fair value of employex stptions over the vesting period. Compensatigreage is measured using the fai
value of the award at the grant date, net of eséichborfeitures, and is adjusted annually to refeetual forfeitures. The fair value of each
stock-based award is estimated using the BlackiSslaption valuation model and is expensed strdigatover the vesting period.

The Company records stock options issued to norlesres at fair value, periodically remeasures tiecethe current fair value at each
reporting period, and recognizes expense overellated service period. When applicable, these yinstruments are accounted for based on
the fair value of the consideration received orftievalue of the equity instrument issued, whigkreis more reliably measurable.

Comprehensive Income (Loss)

Comprehensive income (loss) is defined as the ahangquity of a business enterprise during a plerom transactions, and other eve
and circumstances, from non-owner sources andriyreonsists of net loss and changes in unrealiggas and losses on available-for-sale
securities.

Other Income and Expense

The Company records gains and losses on the reme@asnt of fair value of convertible preferred stegkrrants and other derivative
liabilities, the federal and state sponsored tariiives and other one-time income or expenseectiédms in other income.

In January 2010, the Massachusetts Life Sciencae€CE€MLSC”), an independent agency of the Commealth of Massachusetts,
awarded the Company $1.5 million of tax incentiueder its Life Sciences Tax Incentive Program. €hasentives allowed the Company to
monetize approximately $1.4 million of state reshand development tax credits. The Company redehis payment in 2010. In exchange
for these incentives, the Company pledged to mrmmeremental 50 employees and retain these emgdoyetil at least December 31, 2014.
Failure to do so could result in the repaymentoofie or all of these incentives. The Company dedeared is amortizing the benefit of this
incentive on a straight-line basis over the fivenyperformance period, with a cumulative catchruthe period the pledge is achieved. For the
years ended December 31, 2013, 2012 and 2011 aimp&hy recognized $0.3 million of benefit in otire@ome in each perior
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In January 2011, the MLSC awarded the Company ditiadal $1.3 million of tax incentives under itfféSciences Tax Incentive
Program, which allowed the Company to monetize @aprately $1.2 million of state research and depelent tax credits. The Company
received this payment in the second quarter of 2Biléxchange for these incentives, the Companggalé to hire an incremental 50 employ
and retain these employees until at least DeceBihe2015. Failure to do so could result in the yepent of some or all of these incentives.
The Company deferred and is amortizing the bepéthis incentive on a straight-line basis overfikie-year performance period, with a
cumulative catch-up in the period the pledge iseaad. For the years ended December 31, 2013 atizi #e Company recognized $0.2
million and $0.5 million, respectively, of benefitother income. For the year ended December 3111,26e Company did not recognize any
benefit in other income.

In January 2013, the MLSC awarded the Company ditiaxal $0.5 million of tax incentives under itffé Science Tax Incentive
Program, which allows the Company to monetize axprately $0.4 million of state research and develept tax credits. The Company
received this payment in the fourth quarter of 20tb3®xchange for these incentives, the Companygelé to hire an incremental 20 employee:
and to maintain the additional headcount througbast December 31, 2017. Failure to do so couddlré the Company being required to
repay some or all of these incentives. The Compasydeferred and will amortize the benefit of thientive on a straight-line basis over the
five-year performance period, commencing with a glative catch-up when the pledge is achieved.

Deferred Financing Costs

The Company capitalizes certain legal, accountimy@her fees that are directly associated withrocess debt and equity financings as
current assets until such financings occur. Inciige of an equity financing, after occurrence dleests are recorded in equity or mezzanine
equity, net of proceeds received. In the casedwtd financing, these costs are recorded as asgtzmortized over the term of the debt.

In April 2012, the Company closed the initial pgbbffering of its common stock. Upon closing, $&illion of deferred financing costs
were netted against the equity proceeds withinkstolders’ deficit.

In July 2013, the Company closed a follow-on undéten public offering of additional shares of commstock and issued convertible
senior notes in concurrent public offerings. Uptsing, $0.6 million of aggregate deferred finamcoosts were netted against the proceeds ¢
these offerings.

Income Taxes

The Company accounts for income taxes under thet assdl liability method. Under this method, defdr@x assets and liabilities are
recognized for the estimated future tax consequeeattebutable to differences between financialesteent carrying amounts of existing assets
and liabilities and their respective tax baseserefl tax assets and liabilities are measured @siagted rates in effect for the year in which
these temporary differences are expected to beeeed or settled. Valuation allowances are proviflbdsed on the weight of available
evidence, it is more likely than not that somelbofthe deferred tax assets will not be realized.

The Company provides reserves for potential paysnefitax to various tax authorities related to utaie tax positions and other issues.
Reserves are based on a determination of whetlden@m much of a tax benefit taken by the Compansitax 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 coergsof income tax expense. To date, the Compasindistaken any uncertain tax positions
or recorded any reserves, interest or penalties.
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Goodwill and Intangible Assets

Goodwill and indefinite-lived intangible assets;lirding in-process research and development (“IPR&&are evaluated for impairment
on an annual basis or more frequently if an indicaf impairment is present. No impairment of goddsmesulted from the Company’s most
recent evaluation, which occurred in the third ¢graof 2013. The Company’s next annual impairmeatwation will be made in the third
quarter of 2014 unless indicators arise that woedpiire the Company to evaluate at an earlier date.

When performing an evaluation of goodwill impairmehe Company has the option to first assess tgtiak factors to determine
whether it is necessary to perform the quantitativestep impairment test. If the Company elects diption and finds, as a result of the
gualitative assessment, that it is more likely thanhthat the fair value of the reporting unitésg than its carrying amount, the quantitative twc
step impairment test is required; otherwise, nthiertesting is required. This requires the Compamssess the impact of significant events,
milestones and changes to expectations and agsithiat may have occurred since the last impairesaitiation. Significant changes to these
estimates, judgments and assumptions could mayectednge the outcome of the impairment assessriéiatnatively, the Company may el
to not first assess qualitative factors and imntetligperform the quantitative two-step impairmegstt If such an election occurs, in the first
step, the fair value of the Company’s reporting isicompared to the carrying value. If the camgyalue of the net assets assigned to the
reporting unit exceeds the fair value of the repgrunit, then the second step of the impairmesttiseperformed in order to determine the
implied fair value of the reporting unit's goodwilf the carrying value of the reporting unit’'s givall exceeds the implied fair value, then the
Company would record an impairment loss equal éadifference. As described above, the Company tgeia one operating segment, which
is considered the only reporting unit.

The Company’s evaluation of IPR&D impairment inadda qualitative assessment to determine whethaefumpairment testing of
indefinite-lived intangible assets was necessany.al but one IPR&D asset, it was determined ithags not more likely than not that an
impairment existed as of August 31, 2013 and, foezeimpairment evaluations were not performedhia one case, because it was
determined that it was more likely than not thatrapairment of one IPR&D asset existed as of Au@lst2013, an impairment evaluation was
performed. These determinations and the evaluatignired management to make significant estimatdgments and assumptions as to
development activities and future commercial paétiatf IPR&D and to assess the impact of signifioawvents, milestones and changes to
expectations and activities that may have occusieck the last impairment evaluation. Specificathgnagement considered estimated time
cost until the expected commencement of commeaci@lities, estimates of expected future revenmescash flows, estimates of probabilities
of success of the Company’s IPR&D, estimates oketerl intellectual property protection and discaatés. Significant changes to these
estimates, judgments and assumptions could mayectenge the outcome of management’s impairmesgsssnent. The impairment
evaluation resulted in the Company recognizing.8 $fllion impairment charge related to an earlygst preclinical program, which was
charged to research and development expense. Se8N&oodwill and Intangible Assets, Net,” fordiiibnal information.

The Company commences amortization of indefinitediintangible assets, such as IPR&D, once thdésabage reached technological
feasibility or are determined to have an alterrafitture use and amortizes the assets over thairaged future lives. Amortization of
remaining IPR&D has not commenced as of Decembg?(®13.

Definite-lived intangible assets, such as coreretdgy, are evaluated for impairment whenever eventircumstances indicate that the
carrying value may not be fully recoverable. DdéHived intangible assets are separate from gdbdnd indefinitelived intangible assets a
are deemed to have a definite life. The Companyrtizes these assets over their estimated use®s.lithe Company has not recorded any
impairment charges related to definite-lived inthigassets.
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Subsequent Events

The Company has evaluated all events or transactiwai occurred after December 31, 2013 up thrélghlate the Company issued
these financial statements. Other than the itessudsed at Note 20, “Subsequent Events,” the Coymidmot have any other material
recognizable or unrecognizable subsequent events.

Recent Accounting Pronouncements

In February 2013, the Financial Accounting Stand@dard (“FASB”) issued amendments to the accogrgundance for presentation of
comprehensive income to improve the reporting ofassifications out of accumulated other comprelveriacome. The amendments do not
change the current requirements for reportingmairne or other comprehensive income, but do re@uirentity to provide information about
the amounts reclassified out of accumulated othemeehensive income by component. In addition,rdityeis required to present, either on
the face of the statement where the net incomeeisepted or in the notes, significant amounts ssifiad out of accumulated other
comprehensive income by the respective line itehmebincome but only if the amount reclassifiedequired under GAAP to be reclassifier
net income in its entirety in the same reportingqee For other amounts that are not required uG¥®AP to be reclassified in their entirety to
net income, an entity is required to cross-refezdnother disclosures required under GAAP thavideadditional detail about these amounts
For public companies, these amendments are eféeptivspectively for reporting periods beginningafdecember 15, 2012. Other than a
change in presentation, the adoption of this guidatid not have a material impact on the Compaogrsolidated financial statements.

In July 2013, the FASB issued guidance to addtessliversity in practice related to the financiatement presentation of unrecognized
tax benefits as either a reduction of a deferrgasset or a liability when a net operating logsyarward, a similar tax loss or a tax credit
carryforward exists. This guidance is effectivegmrectively for fiscal years, and interim periodshivi those years, beginning after
December 15, 2013. The adoption of this guidanc®igxpected to have a material impact on the Ganyip consolidated financial
statements.

3. Marketable Securities

Available-for-sale securities, all of which havetaorities of twelve months or less, as of Decemtgr2®13 consisted of the following:

Amortized Unrealized Unrealized
Fair
Cost Gains Losses Value
(in thousands)
December 31, 2013
Commercial pape $ 49,68¢ $ — $ (5) $49,68(
Corporate debt securitis 40,45¢ — (19 40,43¢
Total $ 90,14( $ — $ (249 $90,11¢

The aggregate fair value of securities held byGbepany in an unrealized loss position for lesg tha months as of December 31, 2013
was $77.1 million, representing 21 securities. €®tmine whether an other-than-temporary impairregigts, the Company performs an
analysis to assess whether it intends to sell iatler it would more likely than not be requirecédl, the security before the expected reca
of the amortized cost basis. Where the Companydstéo sell a security, or may be required to ddtewsecurity’s decline in fair value is
deemed to be other-than-temporary and the full ahoithe unrealized loss is recognized on thestaht of comprehensive loss as an other-
than-temporary impairment charge. When this istmetcase, the Company performs additional anatysall securities with unrealized losses
to evaluate losses associated with the creditwoes of the security. Credit losses are identifiedre the Company does not expect to receiv
cash flows, based on using a single best estirsaticient to recover the amortized cost basis séeurity and amount of the loss recognize
other income (expense).
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Available-for-sale securities in an unrealized Ipssition as of December 31, 2013 consisted ofdhewing:

Aggregate Unrealized
Fair Value Losses
(in thousands)

December 31, 2013

Commercial pape $ 36,68: $ (5)
Corporate debt securitis 40,43t (19
$ 77,11¢ $ (24

The Company does not intend to sell and it is notenfikely than not that the Company will be requito sell the above investments
before recovery of their amortized cost bases, whiay be maturity. The Company determined thaketinas no material change in the credit
risk of the above investments. As a result, the gamy determined it did not hold any investment$ait other-than-temporary-impairment as
of December 31, 2013.

4. Net Loss Per Common Share

Basic net loss per share is calculated by dividiegnet loss available to common stockholders bytbighted-average number of
common shares outstanding during the period, witbhonsideration for common stock equivalents. Riflihet loss per share is computed by
dividing the net loss available to common stockbaddby the weightedverage number of common share equivalents outatafat the perioc
determined using the treasury-stock method. Fgugmes of this calculation, convertible preferraxtkt stock options and warrants are
considered to be common stock equivalents andrdyeirecluded in the calculation of diluted net Iges share when their effect is dilutive.

The following table presents the computation ofdasd diluted net loss per share available to comstockholders:

Years ended December 3.

(in thousands, except per share amoun 2013 2012 2011
Net Loss Per Share:
Numerator:
Net loss attributable to Merrimack Pharmaceutidals, $(130,92) $(91,277) $(79,227)
Plus: Unaccreted dividends on convertible prefestedk — (2,107%) (7,789
Net loss available to common stockhol—basic and dilute: (130,92Y (93,38¢) (87,017
Denominator
Weighte-average common sha—basic and dilute: 98,91¢ 72,83 11,34:
Net loss per share available to common stockhc—basic and dilute $ (139 $ (1.29) $ (7.69)

As discussed in Note 11, “Borrowingsqi’ July 2013, the Company issued $125.0 millionraggte principal amount of 4.50% convert
senior notes due 2020 (the “Notes”) in an undetemipublic offering. Upon any conversion of the &otvhile the Company has indebtedness
outstanding under the Loan and Security Agreentlat‘Coan Agreement”) with Hercules Technology Gtbwapital, Inc. (“Hercules”), the
Notes will be settled in shares of the Comf’'s common stock. Following the repayment and sattshn in full of the Company’s obligations
to Hercules under the Loan Agreement, upon any exxion of the Notes, the Notes may be settledyea€Company’s election, in cash, shares
of the Company’s common stock or a combinationashcand shares of the Company’s common stock. tkpopes of calculating the
maximum dilutive impact, it is presumed that thearsion premium will be settled in common stock|usive of a contractual make-whole
provision resulting from a fundamental change, tedresulting potential common shares includedlirteti
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earnings per share if the effect is more dilutilee stock options, warrants and conversion prenanrthe Notes are excluded from the
calculation of diluted loss per share because #¢doss for the years ended December 31, 2013, @8d2011 causes such securities to be an
dilutive. The potential dilutive effect of thesecadties is shown in the chart below:

Years ended December 3.

(in thousands) 2013 2012 2011
Common stock warrants 2,771 2,84: 2,64(
Convertible preferred stoc — — 66,25¢
Options to purchase common stc 20,10° 18,06¢ 17,617
Convertible preferred stock warrai — 30z
Conversion of the Note 25,00( — —

5. License and Collaboration Agreements
Sanofi

On September 30, 2009, the Company entered inte@ske and collaboration agreement with Sanofitferdevelopment and
commercialization of a drug candidate being devedoipy the Company under the name MM-121. The agegaebecame effective on
November 10, 2009 and Sanofi paid the Company eeflamdable, noncreditable upfront license fee d.@6nillion. Over the life of th
agreement, the Company has received total milegtapments of $25.0 million. These milestone paysargre $10.0 million associated with
dosing the first patient in a Phase 2 clinicall fridbreast cancer in 2010, $10.0 million assodatéh dosing the first patient in a Phase 2
clinical trial in non-small cell lung cancer in 2Dand $5.0 million associated with dosing the fiatient in a Phase 2 clinical trial in ovarian
cancer in 2012. The Company is eligible to receigditional future development, regulatory and saldestone payments as well as future
royalty payments depending on the success of MM-121

Under the agreement, Sanofi is responsible favid121 development and manufacturing costs. The @ has the right, but not the
obligation, to co-promote and commercialize MM-121he United States and to participate in the tgraent of MM-121 through Phase 2
proof of concept trials. Also as part of the agreatnthe Company was required to manufacture cegaantities of MM-121 and, at Sanofi’'s
and the Company’s option, may continue to manufacadditional quantities of MM-121 in the futurehéfCompany has satisfied its
manufacturing obligations under the agreement &@eckmber 31, 2013. Sanofi reimburses the Compamgifect costs incurred in both
development and manufacturing and compensatesahmgpany for its internal development efforts baseddull time equivalent (“FTE”) rate.

The Company applied revenue recognition guidancetermine whether the performance obligations uthde collaboration, including
the license, the right to future technology, bapkeampounds, participation on steering committdeselopment services and manufacturing
services, could be accounted for separately orsésgée unit of accounting. The Company determitied its development services
performance obligation is considered a separateofiaiccounting as it is set at the Company’s aptias stand-alone value and the FTE rate
considered fair value. Therefore, the Company reizeg cost reimbursements for MM-121 developmeniiges within the period they are
incurred and billable. Billable expenses are defidaring each specified budget period. For the geded December 31, 2013, this specified
budget period is the 12-month annual period endeceBiber 31, 2013. In the event that total developiservices expense incurred and
expected to be incurred, during any particular letggriod, exceed the total contractually allowildtile amount for development services
during the same period, the Company recognizesaphrcentage of the development services incasedvenue during that period. This
percentage is calculated as total developmentcaxpense incurred during the specified budg&igdivided by the sum of total
development services expense incurred plus estihtleelopment services expense to be incurredgitine specified period, multiplied by
total contractually allowed billable amount for @apment services during the specified period, teselopment services revenue previously
recognized within the specified period. The Compdetermined that
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the license, the right to future technology, bapkeampounds, participation on steering committeesraanufacturing services performance
obligations represented a single unit of accountkggthe Company cannot reasonably estimate itd efveffort over the collaboration, the
Company recognizes revenue from the upfront paynmeitestone payment and manufacturing services paysrusing the contingency-
adjusted performance model over the expected dewalnt period, which is currently estimated to be/&&@rs from the effective date of the
agreement. Under this model, when a milestoneriseglaor manufacturing services are rendered anduptas delivered, revenue is
immediately recognized on a prata basis in the period the milestone was achieveudoduct was delivered based on the time elafreet the
effective date of the agreement. Thereafter, theneing portion is recognized on a straight-linsibaver the remaining development period.

During the years ended December 31, 2013, 2012@ahd, the Company recognized revenue based owoltbeiing components of the
Sanofi agreement:

Years ended December 3.

(in thousands) 2013 2012 2011
Upfront payment $ 5,00( $ 5,00( $ 5,00(
Milestone paymer 2,08: 2,97¢ 2,61¢
Development service 36,28: 36,90¢ 25,05:
Manufacturing services and ott 3,861 3,301 1,45¢
Total $47,23: 48,18’ $34,12¢

The Company performs development services for whégknue is recognized under the Sanofi agreemeaddordance with the
specified budget period. During the year and sptibudget period ended December 31, 2013, the @oynperformed $10.1 million of
development services in excess of recognized revdduring the years ended December 31, 2012 ant], 2@Velopment services
approximated recognized revenue.

As of December 31, 2013 and 2012, the Company aiaid the following assets and liabilities relatedhe Sanofi agreement:

December 31

(in thousands) 2013 2012

Accounts receivable, billed $ 2,351 $ 1,57
Accounts receivable, unbille 3,417 7,69(
Deferred revenue 73,39: 79,91

PharmaEngine, Inc.

On May 5, 2011, the Company entered into an assghrsublicense and collaboration agreement widrrRaEngine, Inc.
(“PharmaEngine”under which the Company reacquired rights in Eurame certain countries in Asia to a drug being tped under the nar
MM-398. In exchange, the Company agreed to payrRangine a nonrefundable, noncreditable upfrontymant of $10.0 million and will be
required to pay up to an aggregate of $80.0 millindevelopment and regulatory milestone paymemtis$d30.0 million in sales milestone
payments upon the achievement of specified devedoprmegulatory and annual net sales milestonesn@the first quarter of 2012, the
Company paid a milestone of $5.0 million under¢hiaboration agreement with PharmaEngine in cotimeaevith dosing the first patient in a
Phase 3 clinical trial of MM-398 in pancreatic cand®harmaEngine is also entitled to tiered rogsltin net sales of MM-398 in Europe and
certain countries in Asia. The Company is respdedir all future development costs of MM-398 extciypse required specifically for
regulatory approval in Taiwan.

During the years ended December 31, 2013, 2012@hd, the Company recognized research and develdmrpenses of $1.5 million,
$6.2 million and $11.2 million, respectively, raldtto the agreement with PharmaEngine. These asmoaitide a $5.0 million milestone
payment expensed in the year ended
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December 31, 2012 and a $10.0 million upfront payneepensed in the year ended December 31, 2014f Bscember 31, 2013 and 2012,
the Company had amounts accrued and payable oh§ilién and $0.3 million, respectively, relatedtte agreement with PharmaEngine.

Actavis

In November 2013, the Company and Actavis entareda development, license and supply agreemestpat to which the Company
will develop, manufacture and exclusively supplg bulk form of doxorubicin HCI liposome injectiotihé “Initial Product”) to Actavis. Under
the agreement, Actavis is responsible for all cosltsted to finished product processing and glabatmercialization. Pursuant to the
agreement, additional products may be developeddtavis in the future. The Company is eligible¢geive up to $15.5 million, including
$2.0 million upfront, which was received in DecemB@13, and the remainder in development fundirdydevelopment, regulatory and
commercial milestone payments related to the Ifttaduct. The Company will also receive a douligt gdhare of net profits on global sales
of the Initial Product and any additional produdise Company will manufacture and supply the IhBieoduct to Actavis in bulk form at an
agreed upon unit price.

The agreement will expire with respect to each pebden years after Actavifitst sale of such product, unless terminated eqrind wil
automatically renew for additional two year perididsreafter unless either party provides noticearf-renewal. Either party may terminate the
agreement in the event of an uncured material breabankruptcy filing by the other party. Actamsy also terminate the agreement for
convenience in specified circumstances upon 90 gaiys written naotice.

The Company applied revenue recognition guidancetermine whether the performance obligations utide collaboration, including
the license, participation on steering committeeselopment services, and manufacturing and suggslyices could be accounted for
separately or as a single unit of accounting. Tomg@any determined that these obligations repressimgle unit of accounting and will
recognize revenue as product is supplied to Actdvierefore, the Company has deferred total bdled billable milestones and development
expenses of $2.1 million as of December 31, 2013.

GTC Biotherapeutics, Inc.

In July 2009, the Company entered into a licenseeagent with GTC Biotherapeutics, Inc. (“GTC”) the development of MM-093 by
GTC. On March 19, 2013, GTC terminated the liceaggeement. As a result, the Company recognizetktthaining $0.6 million of deferred
revenue related to this license agreement duriaditst quarter of 2013.

6. Fair Value of Financial Instruments

The carrying value of financial instruments, indhglcash and cash equivalents, restricted casiableafor-sale securities, prepaid
expenses, accounts receivable, accounts payabkecaneed expenses, and other short-term assetmhitities approximate their respective
fair values due to the short-term maturities osthimstruments and debts. The derivative liabiditylso carried at fair value.

Fair value is an exit price, representing the amthat would be received from the sale of an agsphid to transfer a liability in an
orderly transaction between market participants. Wdue is determined based on observable andsameable inputs. Observable inputs ref
readily obtainable data from independent sourcéiiewinobservable inputs reflect certain marketiaggtions. As a basis for considering such
assumptions, GAAP establishes a three-tier valeafghy, which prioritizes the inputs used to depehe assumptions and for measuring fair
value as follows: (Level 1) observable inputs saslyuoted prices in active markets for identicaétss (Level 2) inputs other than the quoted
prices in active markets that are observable edrectly or indirectly; and (Level 3) unobservabiputs in which there is little or no market
data, which requires the Company to develop its assumptions. This hierarchy requires the Compamgé observable market data, when
available, and to minimize the use of unobservatgats when determining fair value.
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Recurring Fair Value Measurement

The following tables show assets and liabilitiesamged at fair value on a recurring basis as okbBer 31, 2013 and 2012 and the i
categories associated with those assets and tiedili

As of December 31, 201

(in thousands) Level 1 Level 2 Level 2
Assets:

Cash equivalen—money market fund $47,74( $ — $—
Cash equivalen—commercial pape — 13,99¢ —
Investment—commercial pape — 49,68( —
Investment—corporate debt securitir — 40,43t —

As of December 31, 201

(in thousands) Level 1 Level 2 Level 2
Assets:

Cash equivalen—money market fund $25,66¢ $ — $—
Cash equivalen—certificates of depos — 48( —
Cash equivalen—corporate debt securitit — 5,017 —
Investment—certificates of depos — 24C —
Investment—commercial pape — 12,46" —
Investment—corporate debt securitir — 59,53 —
Liabilities:

Derivative liability — — 19¢

The Company'’s investment portfolio consists of stweents classified as cash equivalents and aveifablsale securities. All highly
liquid investments with an original maturity of @& months or less when purchased are consideletidash equivalents. The Company’s casl
and cash equivalents are invested in U.S. treamuatywarious corporate debt securities that appratartheir face value. All marketable
securities with an original maturity when purchasédreater than three months are classified agadle-for-sale. Available-for-sale securities
are carried at fair value, with the unrealized gaind losses reported in other comprehensive in€lmss). The amortized cost of securities in
this category is adjusted for amortization of pnemsé and accretion of discounts to maturity.

The fair value of the derivative liability as of @@mber 31, 2012 and throughout the year ended Dmaredd, 2013 was determined using
a probability-weighted valuation model based onlittedihood of Silver Creek achieving a qualifidgddncing. The significant unobservable
input used in the fair value measurement of the @amg’'s derivative liability was the probability Silver Creek’s successful achievement of
aggregate financings of at least $4.0 million afsgrproceeds prior to December 31, 2013. As disdussNote 11, “Borrowings,” Silver
Creek’s derivative liability was remeasured upoa titaturation and conversion of the underlying patgable on December 31, 2013 to a zero
percent probability of achieving the aggregaterfaiags and converting at a discount, with the cleandair value recognized in other income.

The following table provides a roll-forward of tfar value of the liabilities categorized as Le8ahstruments, for the years ended
December 31, 2013 and 2012:

Convertible

preferred
(in thousands’ stock warrants Derivative Liability
Balance, December 31, 2011 $ 1,51¢ $ —
Unrealized gain included in other income (expel (587) —
Reclassification to common stock warra (929) —
Portion of convertible note allocated to derival — 19¢€
Balance, December 31, 20 $ — $ 19¢
Portion of convertible note allocated to derival — 35
Remeasurement of derivative liability upon convamnsaf underlying noti — (239
Balance, December 31, 20 $ — $ —
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Non-Recurring Fair Value Measurements

Certain assets, including IPR&D, may be measurddiavalue on a non-recurring basis in periodssegjent to initial recognition.
During the third quarter of 2013, the Company madkecision to deprioritize and delay efforts talier develop an early-stage preclinical
program. As a result of this decision, in connattidth the Company’s annual impairment test perfeirim the third quarter of 2013, the fair
value estimate for the IPR&D asset related to Hréyestage preclinical program incorporated theuagstions of significantly lower estimated
cash flows from future revenues and a delay in whese cash flows would occur. The fair value wasved from assumptions that are
representative of those a market participant wosklin estimating fair value. The impairment analyssulted in the Company recognizing a
$0.8 million impairment charge related to the eatlyge preclinical program, which was charged seaech and development expense.

The following table provides quantitative infornmatiassociated with the fair value measurementeotbmpany’s non-recurring Level 3
inputs:

Fair Value as o Valuation
August 31, 201 Technigue Unobservable Input Percentagt
(in thousands)
IPR&D asset $ — Income approach—Probabilit Discount rate 25.1%
weighted discounted cash flo
analysis

Other Fair Value Measurements

The estimated fair value and carrying value of$h25.0 million aggregate principal amount of thetdéovas $127.5 million and $125.0
million, respectively, as of December 31, 2013. Tmnpany estimated the fair value of the Notesdiggia quoted market rate in an inactive
market, which is classified as a Level 2 input.

The estimated fair value and carrying value ofileecules loans payable was $39.5 million and $4tilf3on, respectively, as of
December 31, 2013. The Company estimated the d&ilevof the loans payable by using publically aa# information related to Hercules’
portfolio of debt investments based on unobservipets, which is classified as a Level 3 input.

7. Consolidated Subsidiaries
Hermes BioSciences, Inc.

On October 6, 2009, (the “Acquisition Date”), therfpany completed the acquisition of all outstandihgres of Hermes, a privately-
held biotechnology company developing lipidic naraoriers to allow for targeted delivery of smalllexwule drugs, including chemotherapies,
with the goal of improving cancer treatment satety efficacy.

Silver Creek Pharmaceuticals, Inc.

On August 20, 2010, the Company acquired a comgpihterest in Silver Creek. In December 2012d@scribed in Note 11,
“Borrowings,” Silver Creek entered into a Note Purchase Agreepmsuant to which it issued convertible notesanous lenders in aggreg
principal amounts of $1.6 million in December 20%Q,3 million in February 2013 and $0.6 millionDecember 2013. As of December 31,
2013, Silver Creek’s outstanding borrowings andtesl accrued interest of $2.6 million convertedttares of Silver Creek Series A preferred
stock at the Series A preferred stock value of p€r share. As a result of changes to the ownershmposition of Silver Creek, the non-
controlling interest increased by $0.8 million. ésDecember 31, 2013 and 2012, the Company own&gld® 74% of the voting stock of
Silver Creek, respectively, and recorded a nonrodiimg interest of $337,000 and $97,000, respetyivas a component of mezzanine equity
on the Company’s consolidated balance sheets lmastitk terms of the Silver Creek Series A prefestedk.
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As of December 31, 2013, the Company consolidaiwdrSCreek’s total assets and total liabilities$df 0 million and $0.1 million,
respectively. As of December 31, 2012, the Commpammgolidated Silver Creek’s total assets and twthilities of $2.2 million and $1.8
million, respectively.

As of December 31, 2013 and 2012, employees ardtdits of the Company owned approximately 7% andb#fe outstanding shares
of Silver Creek Series A preferred stock, respetfiv

Merrimack Pharmaceuticals (Bermuda) Ltd.

Merrimack Pharmaceuticals (Bermuda) Ltd. was inctafed in Bermuda during 2011, is wholly owned iy €Company and holds
certain intellectual property rights with respectM-398.

8. Goodwill and Intangible Assets, Net

As part of the acquisition of Hermes, the Compagognized acquired IPR&D of $7.0 million relatedsaveral development programs:
an antibody-targeted nanotherapeutic that contatteemotherapy drug, a nanotherapeutic that canéagiemotherapy drug and other early-
stage preclinical programs in the amounts of $21Bom, $3.4 million and $0.8 million, respectivelfhe Company also acquired intangible
assets of $3.2 million related to core nano-catdehnology. These values were determined at tive ¢if acquisition by estimating the costs to
develop the acquired IPR&D into commercially viapleducts, estimating the net cash flows from sudlects and discounting the net cash
flows back to their present values. The probabditguccess factors and discount rates used for magect considered the uncertainty
surrounding the successful development of the aedquPR&D.

As of December 31, 2013 and 2012, none of the IPR&djects have reached technological feasibilitydmthey have any alternative
future use. Therefore, the Company has not comndememrtization of those assets. The full valuehefantibodytargeted nanotherapeutic t
contains a chemotherapy drug and the nanotherapbati contains a chemotherapy drug recorded ai¢heisition Date remained unchanged
as of December 31, 2013 and 2012. The core techyalsset is being amortized on a straight-linesbagér a period of ten years, which is
management’s best estimate of the useful life isftdchnology. The deprioritization and delay af tther early-stage preclinical programs
during the year ended December 31, 2013 resultad impairment charge of $0.8 million during thedtguarter of 2013.

Changes in the carrying value of goodwill, IPR&Ddantangible assets for the years ended Decemh&(0@B, 2012 and 2011 were as
follows:

Intangible
(in thousands) assets IPR&D Goodwill
Balance, December 31, 2010 $ 2,80 $7,01( $ 3,60t
Amortization (320 — —
Balance, December 31, 20 2,48¢ 7,01( 3,60¢
Amortization (320 — —
Balance, December 31, 20 2,16¢ 7,01( 3,60¢
Amortization (320 — —
Impairment — (810 —
Balance, December 31, 20 $ 1,84F $6,20( $ 3,60¢
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Definite-lived intangible assets subject to amaitin consist of core technology acquired from HesnThe Company commenced
amortization of these assets as of the Acquislliate on a straight-line basis over a period ofyegrs, which is the estimated useful life of this
technology. Amortization expense is expected tad®llows for the next five-year period:

Years Ended December 31 (in thousands
2014 $ 32C
2015 32C
2016 32C
2017 32(
2018 32(

9. Property and Equipment, Net
Property and equipment consisted of the following:

December 31

(in thousands) 2013 2012
Lab equipment $ 13,71 $ 12,61¢
IT equipment 2,701 2,34¢
Leasehold improvemen 10,52 8,20(
Furniture and fixture 34C 33C
Construction in proces 7,63¢ 1,77¢
34,91: 25,26¢
Less: Accumulated depreciation and amortiza (21,549 (18,969
$ 13,36¢ $ 6,297

Depreciation expense was $2.8 million, $3.5 milleord $5.0 million for the years ended Decembe2813, 2012 and 2011, respectiv
Capitalized interest costs were immaterial forytbars ended December 31, 2013 and 2012. Therenvearapitalized interest costs for the yeal
ended December 31, 2011.

During the years ended December 31, 2013 and 20&8Z;ompany disposed of $0.2 million and $0.7 worillof fully depreciated assets.
No fixed assets were disposed of or sold during/édae ended December 31, 20

There were no recognized impairment charges retatéged assets in the years ended December 3B,2012 or 2011.

10. Accounts Payables, Accrued Expenses and Other

Accounts payable, accrued expenses and other@soaimber 31, 2013 and 2012 consisted of the fofigwi

December 31

(in thousands) 2013 2012
Accounts payable $ 1,88¢ $ 28¢
Accrued goods and servic 26,03: 17,61¢
Accrued payroll and related benel 7,25¢ 5,85:
Accrued interes 2,92¢ 30¢€
Accrued dividends payab 25 28
Deferred tax incentive 68¢ 51z
Derivative liability — 19¢
Other contractual liability — 851
Total accounts payable, accrued expenses and $38,81¢ $25,64«
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11. Borrowings

Future minimum payments under indebtedness agrdsretstanding as of December 31, 2013 are asifsilo

Years Ending December 31 4.50% Convertible Loan
(in thousands) Senior Notes Agreement
2014 $ 5,59¢ $ 12,35:
2015 5,62¢ 18,13(
2016 5,62¢ 17,91¢
2017 5,62¢ —
2018 and thereaftt 141,87! —
$ 164,34 $ 48,39¢
Less interes (39,349 (7,199
Less unamortized discou (52,42)) (2,109
Less current portio — (8,249
Loans payable, net of current porti $ 72,57¢ $ 30,84¢

4.50% Convertible Senior Notes

In July 2013, the Company issued $125.0 millionraggte principal amount of Notes in an underwrifiablic offering. The Company
issued the Notes under an indenture, dated adyol 412013 (the “Base Indenture”) between the Canypand Wells Fargo Bank, National
Association, as trustee (the “Trustee”), as supptaad by the supplemental indenture, dated aslpflTy 2013, between the Company and the
Trustee (together with the Base Indenture, the€inidre”). As a result of the Notes offering, then@any received net proceeds of
approximately $120.6 million, after deducting undeting discounts and commissions and offering exges payable by the Company.

The Notes bear interest at a rate of 4.50% per, pegable semiannually in arrears on January 15)alydl5 of each year, beginning on
January 15, 2014. The Notes are general unsecengar ®bligations of the Company and rank (i) seimaight of payment to any of the
Company’s indebtedness that is expressly suboetinatright of payment to the Notes, (ii) equatight of payment to any of the Company’s
unsecured indebtedness that is not so subordin@tedffectively junior in right of payment to grof the Company’s secured indebtedness to
the extent of the value of the assets securing suldbtedness, and (iv) structurally junior toiatlebtedness and other liabilities (including
trade payables) of the Company'’s subsidiaries.

The Notes will mature on July 15, 2020 (the “Matuiate”), unless earlier repurchased by the Compmairtonverted at the option of
holders. Holders may convert their Notes at thptiam at any time prior to the close of businesshanbusiness day immediately preceding
April 15, 2020 only under the following circumstaasc

. during any calendar quarter commencing aft@té&eber 30, 2013 (and only during such calendartgnaif the last reported sale
price of the Company’s common stock for at leastrafiing days (whether or not consecutive) duripg@od of 30 consecutive
trading days ending on the last trading day ofitth@ediately preceding calendar quarter is gredm br equal to 130% of the
conversion price on each applicable trading

. during the five business day period after ang Eonsecutive trading day period (the “measurdmperiod”) in which the trading
price (as defined in the Notes) per $1,000 principaount of Notes for each trading day of the mearsent period was less than
98% of the product of the last reported sale pofcdne Company’s common stock and the conversitenaoa each such trading day;
or

. upon the occurrence of specified corporate eveitgh in the Indenture
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On or after April 15, 2020 until the close of busss on the business day immediately preceding titerity Date, holders may convert
their Notes at any time, regardless of the foreg@incumstances. Upon any conversion of Notesdbetirs while the Company’s indebtednes:
to Hercules under the Loan Agreement remains cudstg, the Notes will be settled in shares of tlken@any’s common stock. Following the
repayment and satisfaction in full of the Comparppifigations to Hercules under the Loan Agreemapmbn any conversion of the Notes, the
Notes may be settled, at the Com(’s election, in cash, shares of the Company’s comatock or a combination of cash and shares of the
Company’s common stock.

The initial conversion rate of the Notes is 160rebaf the Company’s common stock per $1,000 gsal@amount of Notes, which is
equivalent to an initial conversion price of $6(®#% share of common stock. The initial conversidoegprepresents a premium of 25% over the
public offering price per share of $5.00 in the @amy’s concurrent underwritten public offering ehemon stock, as described in Note 13,
“Common Stock."The conversion rate will be subject to adjustmargdme events, but will not be adjusted for anywet and unpaid intere:

In addition, following certain corporate eventsttbecur prior to the Maturity Date, the Companylwitrease the conversion rate for a holder
who elects to convert its Notes in connection witlth a corporate event in certain circumstances.

Upon the occurrence of a fundamental change (asedkin the Indenture) involving the Company, hosdef the Notes may require the
Company to repurchase all or a portion of theiréddbr cash at a price equal to 100% of the pral@mount of the Notes to be purchased,
plus accrued and unpaid interest to, but excludimgfundamental change repurchase date.

The Indenture contains customary terms and coversantt events of default with respect to the Ndfes event of default (as defined in
the Indenture) occurs and is continuing, the Trubtgwritten notice to the Company, or the hold#rat least 25% in aggregate principal
amount of the Notes then outstanding by writtencedd the Company and the Trustee, may, and thstde at the request of such holders
shall, declare 100% of the principal of and accraed unpaid interest on the Notes to be due anadhpayln the case of an event of default
arising out of certain events of bankruptcy, insoley or reorganization involving the Company oigaificant subsidiary (as set forth in the
Indenture), 100% of the principal of and accrued anpaid interest on the Notes will automaticakkgzdme due and payable.

The Company has separately accounted for theityabihd equity components of the Notes by bifurggijross proceeds between the
indebtedness, or liability component, and the erdbddtonversion option, or equity component. Thisrbation was done by estimating an
effective interest rate as of the date of issudocsimilar notes which do not contain an embedc@aversion option. This effective interest
was estimated to be 15% and was used to computeitia¢fair value of the indebtedness of $71.2liom. The gross proceeds received from
the issuance of the Notes less the initial amollmta@ted to the indebtedness resulted in a $53li&mallocation to the embedded conversion
option. The embedded conversion option was recardstbckholders’ deficit and as debt discounh¢osubsequently amortized as interest
expense over the term of the Notes. Underwritisgalints and commissions and offering expensetb$#.4 million and were allocated to
the indebtedness and the embedded conversion dg&ed on their relative values. As a result, #@lkon attributable to the indebtedness
was recorded as debt discount, to be subsequeanttiaed as interest expense over the term of tited\ and $1.9 million attributable to the
embedded conversion option was netted with the ddgzkconversion option in stockholders’ deficit.

For the year ended December 31, 2013, interesiherpelated to the outstanding principal balanda®Notes was $6.2 million.

Loan Agreement

In November 2012, the Company entered into the lAgneement with Hercules pursuant to which the Camyreceived loans in the
aggregate principal amount of $40.0 million in 20t2July 2013, in connection with the Notes offeyithe Company and Hercules entered
into an amendment, consent and waiver to the Loan
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Agreement that permitted the Notes offering anddkeance of the Notes. The term loans bear iritates annual rate equal to the greater of
10.55% and 10.55% plus the prime rate of interéstim5.25%, but may not exceed 12.55%. Net procBedsboth advances received during
the fourth quarter of 2012 were $39.6 million.

The Loan Agreement provides for interest-only paytador twelve months and repayment of the aggesgatstanding principal balance
of the loans in monthly installments starting orcBaber 1, 2013 and continuing through May 1, 20iéhe event the Company receives
aggregate gross proceeds of at least $75.0 milimme or more transactions prior to December 132¢he Company has the option to elect tc
extend the interest-only period by six months sa the aggregate outstanding principal balanchefdans issued pursuant to the Loan
Agreement would be repaid in monthly installmenéstsig on June 1, 2014 and continuing through Mdwer 1, 2016. At the Company’s
option, the Company may elect to prepay all or pay of the outstanding term loans without penaitydescribed above and in Note 13,
“Common Stock,” in July 2013, the Company sold ggragate of 5,750,000 shares of its common stotket@ublic at a price to the public of
$5.00 per share and issued $125.0 million aggrggateipal amount of Notes in concurrent undeneritpublic offerings, and as a result of
these offerings, the Company received aggregatproeeeds in excess of $75.0 million. On October2Pa 3, the Company notified Hercules
of its election to extend the interest-only perasdpermitted under the Loan Agreement.

In connection with the Loan Agreement, the Compgianted Hercules a security interest in all of Gtmenpany’s personal property now
owned or hereafter acquired, excluding intellechraperty but including the proceeds from the sakeny, of intellectual property, and a
negative pledge on intellectual property. The Légneement also contains certain representationsanides and non-financial covenants of
the Company. In addition, the Loan Agreement gréfeicules an option to purchase up to an aggregaié.0 million of the Company’s
equity securities sold to institutional accredibegestors in a private financing within one yeaeathe closing of the Loan Agreement upon th
same terms and conditions afforded to such investor

The Loan Agreement defines events of default ttuthethe occurrence of an event that results irmeenal adverse effect upon the
Company’s business, operations, properties, assetindition (financial or otherwise); the Compangbility to perform its obligations when
due in accordance with the terms of the Loan Agesdnor upon the ability of Hercules to enforce ahits rights or remedies with respect to
such obligations; or the collateral under the Légneement or Hercules’ liens on such collateraherpriority of such liens. As of
December 31, 2013, there have been no events afitlehder the Loan Agreement.

Upon full repayment or maturity of the loans, then@any is required to pay Hercules a fee of $112amj which has been recorded as a
discount to the loans and as a long-term liabditythe consolidated balance sheets. Additiondily Gompany reimbursed Hercules for costs
incurred related to the loans, which has beenagftbas a discount to the carrying value of thedo@he Company is amortizing these loan
discounts totaling $1.6 million to interest expeonser the term of the loans using the effectiver@st method. For the years ended
December 31, 2013 and 2012, interest expensedafatbe Hercules loans payable were $4.9 millioth 0.5 million, respectively.

Convertible Notes—Silver Creek

In December 2012, as described in Note 2, “Summf8ignificant Accounting Policies—Derivative Lidibj,” the Company’s majority
owned subsidiary, Silver Creek, entered into a Nuteehase Agreement pursuant to which it issuedtertible notes to various lenders in
aggregate principal amounts of $1.6 million in Daber 2012, $0.3 million in February 2013 and $0iion in December 2013. The notes
issued pursuant to the Note Purchase Agreementrtterest at 6% per annum. Upon issuance, thesesdilsie notes contained a feature
wherein at any time prior to maturity Silver Cremiters into a qualifying equity financing, defiresla sale or series of related sales of equity
securities prior to the maturity date and resultingt least $4.0 million of gross proceeds, theesevould automatically convert into the next
qualifying equity financing at a 25% discount. TGempany determined that this convertible featurethe definition of a derivative and
required
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separate accounting treatment. The derivative wimated to be valued at $0.2 million for the yeaded December 31, 2012 using a
probability-weighted model as described in Not&Hgjir Value of Financial Instruments—Recurring Pdalue Measurement,” and was
recorded as derivative liability on the consolidbl@lance sheets. For the year ended Decembef B3, the derivative was remeasured upon
conversion with the gain in remeasurement recogniz@ther income. The notes matured and conveatedg with accrued interest of $0.1
million, into shares of Silver Creek Series A prede stock on December 31, 2013. Upon conversi@nCiompany’s ownership percentage of
Silver Creek outstanding preferred stock decre&eed 74% to 64%, and a $0.8 million increase to-nontrolling interest was recognized.

12. Stock Warrants

The following is a description of the common and\eertible preferred stock warrant activity of theripany:

Warrants
for the
Warrants Purchase o
for the Weighted Weighted
Purchase o Convertible
Average Average
Common Exercise Preferred Exercise
(in thousands, except per share amount: __Stock __Price __Stock __Price
Balance—December 31, 2010 2,937 $ 2.9: 30¢ $ 3.4¢
Expired (1) $ 2.47 — —
Exercisec (29¢) $ 2.4¢ (4 $ 1.8¢
Balanc—December 31, 201 2,64( $ 2.9¢ 30z $ 3.5C
Conversior 30z $ 3.5C (302 $ 3.5C
Exercisec (100 $ 2.6% — —
Balanc—December 31, 201 2,84z $ 3.0t — —
Exercisec (65) $ 2.82
Balanc—December 31, 201 2,771 $ 3.0t — —

During the year ended December 31, 2012, warraristchase approximately 100,000 shares of commoak svere cashless exercised
and 71,000 shares of common stock were issuedn@thie year ended December 31, 2013, warrantsrah@se approximately 65,000 shares
of common stock were cashless exercised and 35/ifi@s of common stock were issued.

13. Common Stock

In July 2013, the Company sold an aggregate of(50® shares of its common stock at a price tgtheic of $5.00 per share in an
underwritten public offering and received net pext®of approximately $26.7 million, after deductimglerwriting discounts and commissions
and offering expenses payable by the Company.

During the first quarter of 2012, the Company anezhitls certificate of incorporation to increase tibenber of authorized shares of
common stock to 200.0 million shares of $0.01 pdue common stock. As of December 31, 2013 and ,20&82Company had 200.0 million
shares of $0.01 par value common stock authorizieere were approximately 102,523,000 and 95,825s8@@es of common stock issued anc
outstanding as of December 31, 2013 and 2012, ctgply. The shares reserved for future issuanaef &ecember 31, 2013 and 2012
consisted of the following:

(in thousands) December 31, 201 December 31, 201
Common stock warrants 2,771 2,84z
Options to purchase common stc 20,10" 18,06¢
Conversion of the Note 25,00( —
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14. Stock-Based Compensation

Prior to 2008, the Company granted equity awardsriployees, officers and consultants under the 3286k Option Plan (as amended,
the “1999 Plan”). In 2008, the Company adopted®@8 Stock Incentive Plan (as amended, the “2088"Plor employees, officers, directo
consultants and advisors and decided that no additshares of common stock would be issued uieet@99 Plan. The 2011 Stock Incentive
Plan (the “2011 Plan”) became effective upon clgsiithe Company’s initial public offering in Apr@012. Upon effectiveness of the 2011
Plan, no further awards were available to be issungkér the 2008 Plan. The 2011 Plan is administeyetie Board of Directors of the
Company and permits the Company to grant incemtincenon-qualifiectock options, stock appreciation rights, restdatock, restricted sto
units and other stock-based awards. The 2011 Rtaedsed the total number of shares of common steaikable to be issued by 3.5 million,
for a total of 4.3 million shares. Additional sheui@so become available for grant by reason ofdtfeiture, cancellation, expiration or
termination of existing awards. In February 2008 €Company registered 3.4 million additional shafesommon stock related to the 2011
Plan. As of December 31, 2013, there were 1.7 onilihares of common stock available to be issuddnihe 2011 Plan.

During the years ended December 31, 2013, 2012@hd, the Company issued options to purchase 3li®mi3.3 million and
2.3 million shares of common stock, respectivelye3e options generally vest over a thyear period for employees. Prior to the closinghe
Company’s initial public offering in April 2012, ¢ipns previously granted to directors had vestenhédiately. After the closing of the
Company’s initial public offering in April 2012, ¢ipns granted to directors vest over a one-yeaogeburing the years ended December 31,
2013, 2012 and 2011, the Company also issued aptiopurchase less than 0.1 million shares of comstack to non-employees in each
period. The assumptions used to estimate the &hievof options granted to non-employees at the diagrant were materially consistent with
those used for employee and director grants.

The Company recognized stock-based compensati@nsgms follows:

Years ended December 3.

(in thousands) 2013 2012 2011
Employee awards
Research and developm:e $ 5,95¢ $4,23¢ $3,59i
General and administratiy 4,80¢ 2,51( 2,87¢
Stoclk-based compensation for employee awi 10,76: 6,74 6,47
Stoclk-based compensation for r-employee award (29 14E 48C
Total stocl-based compensatic $10,73: $6,88¢ $6,952

The stock-based compensation for non-employee @wanmbgnized during the year ended December 3B 2@% negative due to the
change in fair value of the options granted dupneyious periods.

The fair value of employee options granted durlmgytears ended December 31, 2013, 2012 and 201é&stiamated at the date of grant
using the following assumptions:

Years ended December 3.

2013 2012 2011
Risk-free interest rate 0.1-1.9% 0.7-1.1% 1.3-2.5%
Expected dividend yiel 0% 0% 0%
Expected tern 5.3-5.9 year 5-5.9 year 5-5.9 year
Expected volatility 67—70% 66— 72% 71-73%

The Company uses the simplified method to calcutaeexpected term, as it does not have suffidiestbrical exercise data to provide a
reasonable basis upon which to estimate expeated Téhe computation of expected volatility is basedhe historical volatility of comparak
companies from a representative peer group
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selected based on industry and market capitalizalibe risk-free interest rate is based on a trgeisatrument whose term is consistent with
the expected life of the stock options. Managerestimates expected forfeitures based on histogigaérience and recognizes compensation
costs only for those equity awards expected ta vest

The following table summarizes stock option activit

Weighted Averag
Weighted Averag

Remaining Aggregate

Shares Exercise Prict Contractual Tern Intrinsic Value

Outstanding at December 31, 2012 18,06¢ $ 3.5C 6.5 $ 51,48¢
Granted 3,28¢ $ 6.04
Exercisec (913 $ 2.2t
Cancellec (332 $ 6.02

Outstanding at December 31, 2( 20,10} $ 3.9¢ 6.11 $ 38,34¢

Vested and expected to vest at December 31, 19,82¢ $ 3.8¢ 6.07 $ 38,301

Exercisable at December 31, 2( 15,67: $ 3.1¢ 5.3¢ $ 37,86

The aggregate intrinsic value was calculated aslifference between the exercise price of the stmtlons and the fair value of the

underlying common stock. The aggregate intrinsiaevaf options exercised in 2013, 2012 and 2011%$2a8 million, $13.7 million and $1.4
million, respectively.

As of December 31, 2013, there was $15.9 milliototd] unrecognized compensation cost related twested employee stock awards.
As of December 31, 2013, the Company expects tugréze those costs over a weighted average pefiagmoximately 1.8 years.

15. Income Taxes

As a result of losses incurred, the Company didonatide for any income taxes in the years endeteBéer 31, 2013, 2012 and 2011
reconciliation of the Company'’s effective tax reaghe statutory federal income tax rate is aofed!:

Year Ended December 31

2013 2012 2011
Federal income tax at statutory federal 35.(% 35.(% 35.(%
State taxe 4.2 4.t 4.2
Permanent difference (2.0 (0.2 (0.4
Stoclk-based compensatic (0.6) 0.3 (1.2
Tax credits 12.4 1.1 3.6
Foreign rate differentic (2.9 4.7 (4.9
Other (1.5) (0.5) (0.8)
Change in valuation allowan (44.9 (35.5) (36.9)

— % — % — %

During the year ended December 31, 2013, the Coynmorded a deferred tax liability related to émebedded conversion option of the
4.50% convertible senior notes through equity. Haferred tax liability is reflected in the defatrax table below, but is appropriately
excluded from the effective tax rate.
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Temporary differences that give rise to significaet deferred tax assets as of December 31, 201 2@ are as follows:

(in thousands) 2013 2012
Deferred tax asse
Net operating losse $ 113,84 $ 77,80¢
Capitalized research and development expe 32,77 40,08:
Credit carryforward: 37,30 14,39¢
Depreciatior 2,73¢ 2,931
Deferred compensatic 8,24¢ 5,06¢
Accrued expense 841 1,18¢
Deferred revenu 28,38: 29,93¢
Other temporary difference 5,88¢ 1,93¢
Total gross deferred tax as: 230,00¢ 173,34(
Valuation allowanct (207,309 (169,65)
Net deferred tax ass 22,70¢ 3,68¢
Deferred tax liabilities
Intangible asset (3,239 (3,689
Debt discoun (19,47) —
Net deferred taxe $ — $ —

The Company concluded that there are no signifiobanértain tax positions requiring recognitiontie tonsolidated financial statements.
The Company’s evaluation was performed for theyars ended December 31, 2010 through 2013, thegets which remain subject to
examination by major tax jurisdictions as of Decembl, 2013. However, to the extent the Compandizesi net operating losses from years
prior to 2010, the statute remains open to thenéxiEthe net operating losses utilized. The Corgmamually files a federal income tax return
and a state income tax return in MassachusettsCbhgpany’s policy is to recognize interest and ft@safor uncertain tax positions as a
component of income tax expense. The Company hagoagnized any interest and penalties histogsidalough December 31, 2013.

At December 31, 2013, the Company had net operaisygcarryforwards for federal and state incomeptaposes of $304.2 million and
$230.7 million, respectively. Included in the fealesind state net operating loss carryforwards ps@apmately $11.6 million of deduction
related to the exercise of stock options. This amoepresents an excess tax benefit, which wilidadized when it results in reduction of cash
taxes in accordance with Accounting Standards @adibn 718. This excess tax benefit will be dikecredited to additional paid-in capital
when it is realized. The Company’s existing fedarad state net operating loss carryforwards witliexin years through 2033. The Company
also has available research and development cfeditsderal and state income tax purposes of aqymately $18.6 million and $6.3 million,
respectively. The federal and state research avelafament credits will begin to expire in 2022 &tiP4, respectively. As of December 31,
2013, the Company also had available investmentredits for state income tax purposes of $0.3oniJlwhich will expire in years through
2016 if unused. In addition we have federal orpthiamg credits of $14.4 million which begin to expine2031. The Company’s management
has evaluated the positive and negative evidenaerigeupon the realizability of its deferred tasets, which are comprised principally of net
operating loss carryforwards, deferred revenuecapitalized research and development expensesrithrelapplicable accounting standards,
management has considered the Company’s histdogsés and concluded that it is more likely thanthat the Company will not recognize
the benefits of federal and state deferred taxtsis&ecordingly, the Company has established avallliation allowance against the deferred
assets.

Utilization of the net operating loss and reseancti development credit carryforwards may be sulbgeatsubstantial annual limitation
under Section 382 of the Internal Revenue Cod®861las amended (the “Internal
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Revenue Code”), due to ownership change limitattbashave occurred previously or that could odeuhe future. These ownership changes
may limit the amount of net operating loss andaede and development credit carryforwards thatmntilized annually to offset future
taxable income and tax. The Company has not clyreoipleted an evaluation of ownership changesuiin December 31, 2013 to assess
whether utilization of the Company’s net operatiogs or research and development credit carryfasvarould be subject to an annual
limitation under Section 382 of the Internal Reve@iode. To the extent an ownership change occuheifuture, the net operating loss and
credit carryforwards may be subject to limitation.

The Company has not yet conducted a study of itsedtic research and development credit carryforsvardl orphan drug credits. This
study may result in an increase or decrease tG@tmepany’s credit carryforwards; however, until adstis completed and any adjustment is
known, no amounts are being presented as an uimcertaposition. A full valuation allowance has hg#ovided against the Company’s
credits, and if an adjustment is required, thisisient would be offset by an adjustment to theatsin allowance. As a result, there would b
no impact to the statement of operations and congmsve loss or cash flows if an adjustment wegeired.

The change in the valuation allowance against &ferced tax assets in the years ended Decemb2033, 2012 and 2011 was as
follows:

Balance ai Balance ai

beginning end of
(in thousands) of period Additions Deductions period
December 31, 2011 $103,88: 28,80: — $132,68:
December 31, 201 $132,68: 36,96¢ — $169,65:
December 31, 201 $169,65: 37,65:¢ — $207,30:«

16. Commitments and Contingencies
Operating Leases

The Company leases its office, laboratory and netufing space under non-cancelable operatingdeds¢al rent expense under these
operating leases was $5.5 million, $4.3 million &3 million for the years ended December 31, 2@032 and 2011, respectively.

During August 2012, the Company entered into aemtagre of Lease (the “Amended Lease”), which amérathel restated its facility
lease, and agreed to occupy approximately a tb6tH0®,000 square feet (the “Leased Space”), alflith is leased until June 30, 2019. In
March and September 2013, the Company entereddoiidy lease amendments that are co-terminus thighexisting lease. The aggregate
minimum lease payments due over the seven-yeardtthe Amended Lease are approximately $35.0anillAs part of the Amended Lease
and subsequent amendments, the landlord agreeihiburse the Company for a portion of tenant imprognts made to the facility, up to
approximately $8.2 million. As of December 31, 20tt® Company has received $5.5 million of thesarieimprovement reimbursements,
with the remaining reimbursable tenant improvemeatsrded within other current assets on the ciadesteld balance sheets as of
December 31, 2013. Tenant improvements recordddfirred rent are amortized over the term of thedeas reductions to rent expense. The
Amended Lease expires on June 30, 2019. The Conmptaigs an option to renew the Amended Lease eipect to all of the Leased Space
for an additional period of either one or five year

Future minimum lease payments under noncancelgarmtng leases at December 31, 2013 are as follows

Years ended December 3: (in thousands
2014 5,09t
2015 5,20¢
2016 5,35¢
2017 5,47(
2018 and thereaft 8,39¢
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17. Related Party Transactions

In connection with the initial public offering dii¢ Company’s common stock, Sanofi, a collaborgorchased 5,217,391 shares of the
Company’s common stock in April 2012.

In June 2012, the Company entered into a Rightesid®v Agreement (the “Agreement”) with Sanofi puastto which, if the Company
determines to enter into negotiations with a tipiagdty regarding any license, option, collaboratjomt venture or similar transaction involving
any therapeutic or companion diagnostic productiicaie in the Company’s pipeline (an “Opportunitytfie Company will notify Sanofi of
such Opportunity. Following such notice, Sanofil\lwdve a specified period of time to determine Wwketo exercise an additional right to
exclusively negotiate an agreement with the Compeitty respect to such Opportunity for a specifiedipd of time. In addition, in specified
circumstances, if the Company subsequently proposester into any third-party agreement, the Campaust first offer the same terms and
conditions to Sanofi. The Agreement terminates prilA, 2017.

In December 2012, February 2013 and December Zl@r Creek entered into an aggregate $2.5 milionvertible note payable, of
which $0.3 million was with directors, officers,jeatific advisory board members and related padfabe Company. As of December 31,
2013, these notes and related accrued intere€t bfiillion converted into shares of Silver Creeki&s A preferred stock.

18. Retirement Plan

On May 31, 2002, the Company established a 40Hfhed contribution savings plan for its employed® meet certain service period
and age requirements. Contributions are permitteth the maximum allowed under the Internal Revedbade of each covered employee’s
salary. The savings plan permits the Company tdritare at its discretion. For the years ended Dy 31, 2013, 2012 and 2011, the
Company made contributions of $0.7 million, $0.@liom and $0.5 million, respectively, to the plan.

19. Selected Quarterly Financial Data (Unaudited)

The following table contains quarterly financialarmation for 2013 and 2012. The Company belietes the following information
reflects all normal recurring adjustments necesfarg fair statement of the information for theipds presented. The operating results for an
guarter are not necessarily indicative of resutsafhy future period.

First Second Third Fourth
Quarter Quarter Quarter Quarter
(in thousands, except per share date
2013
Collaboration revenue $ 14,65¢ $ 18,45: $ 6,85¢ $ 7,82:
Total operating expens 41,92: 47,56( 42,78( 36,06¢
Net loss (28,32 (30,25) (39,769 (32,349
Net loss attributable to Merrimack Pharmaceutidals, (28,157 (30,087 (39,63) (33,059
Net loss per share available to common stockhc—basic and dilute: $ (0.29) $ (0.3) $ (0.39 $ (0.39)
First Second Third Fourth
Quarter Quarter Quarter Quarter
(in thousands, except per share date
2012
Collaboration revenue $ 11,34« $ 12,06 $11,32¢ $ 14,19:
Total operating expens: 35,37¢ 32,36¢ 35,19% 38,71¢
Net loss (23,40 (20,139 (23,320 (24,897
Net loss attributable to Merrimack Pharmaceutidals, (23,289 (20,026 (23,199 (24,769
Net loss per share available to common stockhc—basic and dilute: $ (219 $ (0.29) $ (0.2 $ (0.2¢)
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20. Subsequent Events

In February 2014, the Company received notice afvaard of $0.6 million of tax incentives from theLBIC, which will allow the
Company to monetize approximately $0.6 million w@its research and development tax credits. In exgehfor these incentives, the Company
pledged to hire an incremental 31 employees amdatiotain the additional headcount through at IBestember 31, 2018. Failure to do so
could result in the Company being required to regaye or all of these incentives.

In February 2014, Hercules exercised warrants tohase 302,143 shares of common stock for procafehis. 1 million.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&i(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, thereduty authorized.

MERRIMACK PHARMACEUTICALS, INC.

Date: March 4, 2014 By: /s/ Robert J. Mulroy
Robert J. Mulroy
President and Chief Executive Offic

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bbélpthe following persons on behalf
of the registrant and in the capacities and ord#tes indicated.

Signature Title Date
/s/ Robert J. Mulroy President, Chief Executive Officer and DirectoririBipal March 4, 201
Robert J. Mulroy Executive Officer)
/s/ William A. Sullivan Chief Financial Officer and Treasurer (Principatdcial March 4, 201
William A. Sullivan and Accounting Officer)
/sl Gary L. Crocker Chairman of the Board March 4, 201

Gary L. Crockel

/s/ James van B. Dresser Director March 4, 201
James van B. Dress

/s!/ Gordon J. Fehr Director March 4, 201
Gordon J. Feh
/s/ John Mendelsohn, M.D. Director March 4, 201
John Mendelsohn, M.L
/s/ Sarah E. Nash Director March 4, 201
Sarah E. Nas
/s/ Michael E. Porter, Ph.D. Director March 4, 201

Michael E. Porter, Ph.L

/s/ James H. Quigley Director March 4, 201
James H. Quigle

/s! Anthony J. Sinskey, Sc.D. Director March 4, 201
Anthony J. Sinskey, Sc.[
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July 18, 2013

1999 Stock Option Plan (incorporated by referendexhibit 10.1 to the Registrant’s Registrationt&t@aent on Form S-1, as
amended, filed on July 8, 201

2008 Stock Incentive Plan (incorporated by refeegiocExhibit 10.2 to the Registrant’s Registrat@iatement on Form S-1,
as amended, filed on July 8, 20:

2011 Stock Incentive Plan (incorporated by refeeeiocExhibit 10.3 to the Registrant’s Registrat8iatement on Form S-1,
as amended, filed on January 13, 2C

Form of Incentive Stock Option Agreement under 281dck Incentive Plan (incorporated by referencExbibit 10.4 to the
Registrar’'s Registration Statement on Fori1, as amended, filed on January 13, 2(

Form of Non-Qualified Stock Option Agreement ung@éi1 Stock Incentive Plan (incorporated by refeeciocExhibit 10.5
to the Registra’s Registration Statement on Forr1, as amended, filed on January 13, 2(

Amended and Restated Employment Agreement, datefifasgust 16, 2011, by and between the RegistadtFazal R.
Khan (incorporated by reference to Exhibit 10.6h® Registrant’s Registration Statement on Form &kamended, filed on
August 19, 2011

Employment Agreement, dated as of September 3@, 21and between the Registrant and William M. Mo@ents
(incorporated by reference to Exhibit 10.26 toRegistrant’s Registration Statement on Form S-Anasnded, filed on
January 13, 201
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(incorporated by reference to Exhibit 10.14 toRegistrar’s Annual Report on Form -K filed on March 20, 2013

Second Amendment of Lease, dated as of Septemb2012, by and between the Registrant and DWF 1'¥ Randall,
LLC (as successor-in-interest to RB Kendall FeeC).(incorporated by reference to Exhibit 10.2 te Registrant’s
Quarterly Report on Form -Q filed on November 8, 201.

Sublease, dated as of August 20, 2010, by and bet®#ver Creek Pharmaceuticals, Inc. and FibroGen, as amended ¢
January 20, 2011, May 4, 2011, May 26, 2011, Augug011 and November 2, 2012 (incorporated byreefee to Exhibit
10.15 to the Registre’s Annual Report on Form -K filed on March 20, 2013

Amendment No. 6 to Sublease, dated as of Decenih)@013, by and between Silver Creek Pharmacestitat. and
FibroGen, Inc

Patent License Agreement, dated as of Februar@B, by and between the Registrant and the USitatés Public Health
Service (incorporated by reference to Exhibit 1Gd 8he Registrant’'s Registration Statement on F&fimas amended, file
on October 26, 201!

License Agreement, dated as of September 26, 230and between the Registrant (as successor-irestt® Hermes
BioSciences, Inc.) and Merrimack Pharmaceuticatsifida) Ltd. (as assignee from PharmaEngine, las.3mended on
June 30, 2011 (incorporated by reference to Exkibil6 to the Registrant’s Registration Statemarffarm S-1, as
amended, filed on October 26, 20:

Assignment, Sublicense and Collaboration Agreendated as of May 5, 2011, by and between Merrinkitdrmaceuticals
(Bermuda) Ltd. and PharmaEngine, Inc. (incorporatedeference to Exhibit 10.17 to the RegistraRtEgistration
Statement on Form-1, as amended, filed on October 26, 2(

License and Collaboration Agreement, dated as pfedaber 30, 2009, by and between the RegistranSandfi, as
amended on February 18, 2011 (incorporated byaréerto Exhibit 10.18 to the Registrant’s RegigiraStatement on
Form &1, as amended, filed on October 26, 2(
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Right of Review Agreement, dated as of June 1422B% and between the Registrant and Sanofi (irvatpd by reference
to Exhibit 10.1 to the Registré s Quarterly Report on Form -Q filed on August 14, 201:

Commercial License Agreement, dated as of Jun8@,2by and between the Registrant and Selexisr&arporated by
reference to Exhibit 10.19 to the Regist’s Registration Statement on Fori-1, as amended, filed on July 8, 20

Exclusive License Agreement, dated as of Novemb20Q0, by and between the Registrant (as successaterest to
Hermes BioSciences, Inc.) and The Regents of theekity of California, as amended on October &2®Geptember 13,
2006, June 6, 2007 and September 28, 2007 (incatezbby reference to Exhibit 10.20 to the RegissdRegistration
Statement on Form-1, as amended, filed on October 26, 2C

Exclusive License Agreement, dated as of Marct2065, by and between the Registrant and The Regéttie University
of California, as amended on November 17, 2009(mearated by reference to Exhibit 10.21 to the Regnt's Registration
Statement on Form-1, as amended, filed on October 26, 2(

Collaboration Agreement, dated as of November 0692by and between the Registrant and Adimab ldsGamended on
April 27, 2010, June 2, 2010 and October 11, 2do(porated by reference to Exhibit 10.22 to tlegiRtrant’s
Registration Statement on Forr-1, as amended, filed on October 26, 2C

Sublicense Agreement, dated as of June 30, 2008ndypetween the Registrant and Dyax Corp. (incatpd by reference
to Exhibit 10.23 to the Registr¢ s Registration Statement Form &1, as amended, filed on July 8, 20:

Amended and Restated Collaboration Agreement, degexd January 24, 2007, by and between the Ragisind Dyax
Corp., as amended on July 31, 2008 and Novemt280 (incorporated by reference to Exhibit 10.2th®Registrant’s
Registration Statement (Form &1, as amended, filed on October 26, 20

Amendment to Amended and Restated Collaboratiorément, dated as of January 18, 2012, by and betivee
Registrant and Dyax Corp. (incorporated by refeegiocExhibit 10.26 to the Registrant’'s Annual Reémor Form 10-K filed
on March 20, 2013

Development, License and Supply Agreement, dated Blevember 25, 2013, by and between the Regiséath Watson
Laboratories, Inc

Loan and Security Agreement, dated as of Novemp20B2, by and between the Registrant and Herdidebnology
Growth Capital, Inc. (incorporated by referenc&idibit 10.1 to the Registrant’s Current Reportramm 8-K filed on
November 14, 201z

Amendment, Consent and Waiver, dated as of JulgQ03, by and between the Registrant and Hercwdebhriology
Growth Capital, Inc. (incorporated by referenc&idibit 10.1 to the Registrant’s Current Reportramm 8-K filed on
July 12, 2013

Subsidiaries of the Registre
Consent of PricewaterhouseCoopers LLP, an indepemegistered public accounting fir

Certification of Principal Executive Officer pursuao Rule 13a-14(a) or Rule 15d-14(a) of the SéesrExchange Act of
1934, as adopted pursuant to Section 302 of theaBa-Oxley Act of 200z

Certification of Principal Financial Officer pursutato Rule 13a-14(a) or Rule 15d-14(a) of the SdesrExchange Act of
1934, as adopted pursuant to Section 302 of thHea8a-Oxley Act of 200z
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Sarbane-Oxley Act of 200z
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# Management contract or compensatory plan, conbraatjreemen

t Confidential treatment requested as to portidie@exhibit. Confidential materials omitted aildd separately with the Securities and
Exchange Commissio

+ Furnished herewitt



Exhibit 10.16
Amendment No. 6 to Sublease

This Amendment No. 6(the “ Sixth Amendment”) is effective as of September 1, 2013 (th®ixth Amendment Effective Date”) by
and betweesilver Creek Pharmaceuticals(* Subtenant”) andFibroGen, Inc. (* FibroGen ). This Sixth Amendment amends the Subleas
entered into by and between Subtenant and Fibrea@exugust 6, 2010 (theSubleas€’), as amended pursuant to the First Amendment on
February 1, 2011, the Second Amendment on May 11 ,2Be Third Amendment on June 15, 2011, the hodmbiendment on August 1, 2011
and the Fifth Amendment on September 1, 2012 (fedr Amendments”). Subtenant and FibroGen shall be referred toviddally herein
as a “Party”, and collectively as, the “Parties”.

Whereas, Subtenant is presently subletting certain offind laboratory space; and
Whereas, Subtenant wishes to continue to sublease ceadtsignated office and laboratory space from Fibroi@ehe 409 Building; an

Whereas, Effective December 15, 201,3Bubtenant wishes to add 163 square feet to teegbat Subtenant is currently occupying ir
Vivarium Area.

Now, Therefore, for good and valuable consideration, the recat sufficiency of which is hereby acknowledgee, farties agree as
follows:

. Unless otherwise defined herein, all capitalirms and phrases used in this Sixth Amendmetitiséive the meaning ascribed to
them in the Sublease as amended by the Prior Amemist

. Effective December 15, 201Fection 2.1 of the Sublease is hereby deleted ientirety and replaced with the followir

“2.1 Conditioned upon receipt of Master Lessor'#ten consent, FibroGen hereby subleases to Sufitteanad Subtenant hereby
takes from FibroGen certain real property as dbsdrbelow (the Subleased Premised comprising of approximately the total
grossed-up footprint equaling one thousand eightlted and seventy-eight point thirty-three (1,838 juare feet as follows:

. In Vivarium Area #2001, #2012, #2014, #2016032 and #2024. Total grossag-area equals five hundred and eleven |
thirty-three (511.33) square fe

. 1/ 2 of Laboratory #4034/#4036. Total gros-up area equals eight hundred and thirty (830) sqfesat.
. Office Area #5202 and Open Area #5221. Total grd-up area equals five hundred and thirty seven (5dare feet

. The Subleased Premises may be increased upon thalmagreement of the Parties hereto in the fora sijned amendme
to this Sublease. However, it is expressly understbat neither Party hereto is obligated to eimiier such an amendme”

1



Section 3.2 of the Sublease is hereby deleted iantirety and replaced with the followir

“3.2 This Sublease will expire on:

. June 1, 2014" Expiration Date ")
. Subtenant shall have the option to extend t&rfaase for one additional six (6) month term byirgy thirty (30) days

written notice no later than thirty (30) days freime Expiration Date stated in Section ”

Section 4.1 of the Sublease is hereby amendedtiétfollowing:

“4.1 Subtenant shall pay a monthly renRgnt ") to FibroGen for the Subleased Premises accorttinbe following Schedule:

Months

September 1, 2010-January 31, 2011
(Lab/Cffice)

February 1, 2011-April 30, 2011
(Lab/COffice)

May 1, 2011-June 14, 2011
(Lab/Cffice)

June 15, 2011-July 31, 2011
(Lab/Office/Vivarium)

August 1, 2011-August 7, 2011
(Lab/Office/Vivarium)

August 8, 2011-August 31, 2011*
(Lab/Office/Vivarium)

September 1, 2011-December 14, 2013
(Lab/Office/Vivarium)

December 15, 2013-June 1, 2014
(Lab/Office/Vivarium)

* Note: Prc-Rated Rent Payme’

Rent/Sq.Ft./Mo. Total Sg. Ft. Amount/Mo.
$6.80 761.0( $ 5,174.8(
$6.80 1271.0( $ 8,642.8(
$6.80 1354.0( $ 9,207.2(

$6.50/Vivarium 348.3: $ 2,264.1!
$6.80/Office/Lal 1354.0( $ 9,207.2(
Total Sq. Ft. Total Amt./Mo.

1738.3: $ 11,471.3!

$6.50/Vivarium 348.3: $ 511.2¢
$6.80/Office/Lal 1354.0( $ 2,079.0(
Total Sq. Ft. Total Amt.

1715.3: $ 2,590.2¢

$6.50/Vivarium 348.3: $ 1,752.8
$6.60/Office/Lal 1367.0( $ 6,984.9
Total Sq. Ft. Total Amt.

1715.3¢ $ 8,737.8:

$6.50/Vivarium 348.3: $ 2,264.1!
$6.60/Office/Lal 1367.0( $ 9,022.2(
Total Sq. Ft. Total Amt./Mo.

1715.3: $ 11,286.3!

$6.50/Vivarium 511.3: $ 3,323.6!
$6.60/Office/Lal 1367.0( $ 9,022.2(
Total Sq. Ft. Total Amt./Mo.

1878.3: $ 12,345.8!



. This Sixth Amendment, together with the Subte@s amended by the Prior Amendments, containsntire understanding of the
Parties with respect to the subject matter hefeatept as otherwise provided herein and in ther Pioendments, the Sublease ha:s
not been modified or amended and remains in futlf@nd effect. All express or implied agreements anderstandings that
conflict with the terms of this Sixth Amendmentheir oral or written, heretofore made with respgecubject matter herein are
expressly superseded by this Sixth Amendrr

. This Sixth Amendment may be executed in coynates, each of which shall be deemed an origimal,al of which together shall
constitute one and the same instrument. Counterpaay be signed and delivered by facsimile andépertable document format
(pdf) (or similar format), each of which shall beding when sent

In Witness Whereof, the Parties have executed this Sixth AmendmetitaGublease as of the Sixth Amendment EffectisteD

FibroGen, Inc. Silver Creek Pharmaceuticals
By: /s/ Pat Cotrone By:  /s/ Matthew Onsur
Name Pat Cotronet Name Matthew Onsun

Title: CFO Title: Presiden

Date: 12/12/13 Date: 12/9/13
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DEVELOPMENT, LICENSE AND SUPPLY AGREEMENT

THIS DEVELOPMENT, LICENSE AND SUPPLY AGREEMENT (thi* Agreement) is made and entered into as of the latest dated
signature on the signature page hereto (the “ Effe®ate”), and is by and between Watson Laboratories, ba&levada corporation (“
Actavis”), on the one hand, and Merrimack Pharmaceutitats, a Delaware corporation (* Merrimat&k on the other hand. Actavis and
Merrimack shall each sometimes be referred to heagia “ Party and collectively as the * Partie’s

RECITALS

WHEREAS, Actavis is engaged in the development,ufeziure, promotion, sale and distribution of phaceutical products throughout
the world;

WHEREAS, Merrimack is engaged in the research, ldpmeent and manufacture of pharmaceutical prodacid;

WHEREAS, the Parties wish to collaborate on theafg¢be bulk Doxorubicin Hydrochloride (HCI) lipos injection product that
Merrimack has developed to develop finished do$age(s) of Doxorubicin HCI liposome injection thattavis would register and
commercialize.

NOW, THEREFORE, in consideration of the mutual ecwv@s and agreements hereinafter set forth, thepteand sufficiency of which
hereby acknowledged by the Parties, the PartidEscAgreement agree as follows:

ARTICLE 1
DEFINITIONS

As used herein, the following terms shall haveftiewing meanings.

“ Actavis Services' means those services set forth in the DeveloprRéat to be performed exclusively by Actavis.

“ Additional Costs " means the FTE Costs and Out-of-Pocket Expensesried by Merrimack in performing additional devateent
related work requested by Actavis, in writing, tisanot reflected in the Responsibility Matrix asrig a Merrimack responsibility (i.e., those
reflected as a Merrimack responsibility with an JXihcluding but not limited to any FTE Costs andt@f-Pocket Expenses relating to the
Delegated Activities. Prior to undertaking any sadudlitional activities for which such FTE Costs &ut-of-Pocket Expenses will exceed [**]

U.S. Dollars ($[**]), Merrimack shall provide Act&a/with a non-binding estimate of the FTE Costs @ud-of-Pocket Expenses it anticipates
will be incurred in performing such activities.

“ Additional Development Program” means a development program generally describ&ection 2.3; as such program may be agree
to by the Parties, in writing, pursuant to Secod.




“ Additional Products " means the additional products to be developeMbgimack pursuant to the provisions of Section 2.3

“ Affiliate " of a Party means (i) any Person (as defined belelch directly or indirectly owns, is owned by, ie under common
ownership with such Party to the extent of moraftfifsy percent (50%) of the equity (or such lesgercentage which is the maximum allowed
to be owned by a foreign corporation in a particidasdiction) having the power to elect the dimes of such entity and (ii) any Person
actually controlled by, controlling or under commaontrol with such Party. Notwithstanding the favegy, for purposes of this Agreement, a
Wholesaler Affiliate shall not constitute an Affite of Actavis.

“ ANDA " means an Abbreviated New Drug Application filedtwthe FDA and/or a comparable application for kesing approval filed
with any other Regulatory Authority with respecthe Product.

“ APl " means the active pharmaceutical ingredient(8utk Product.

“ Applicable Laws” means all applicable laws, rules, regulations ardedines that may apply to the development, mangetr sale of
Product or the performance of either Party’s obigges under this Agreement including laws, regolagi and guidelines governing the import,
export, development, marketing, distribution anié sd Product, to the extent applicable and relévamd including all current Good
Manufacturing Practices or guidelines promulgatgdhie FDA or other competent authorities and inicigdrade association guidelines, where
applicable, as well as U.S. export control laws #redU.S. Foreign Corrupt Practices Act.

“ Bulk Product " means, with respect to the initial Product, thikiform of Doxorubicin HCI liposome injection prodt developed by
Merrimack, manufactured and packed to meet cesjadtifications that have been agreed upon by thte®afor further processing into
Finished Product that can be sold in the Territand, with respect to each Additional Product, duak drug product developed by Merrime
for processing into the finished form of the apalile Additional Product.

“ Calendar Quarter " means each consecutive three (3) month periothbem on January 1, April 1, July 1 or Octoberflanoy given
year.

“ CMO " means the contract manufacturer engaged by Asitawith the prior consent of Merrimack, which shradk be unreasonably
withheld, to manufacture the Finished Product gr Additional Product in the event Actavis deternsittieat neither it nor any of its Affiliates
should manufacture such Finished Product or Addktli¢roduct.

“ Commercially Reasonable Efforts’ means, with respect to a Party, such effortsr@asdurces which are no less than those efforts an
resources typically used by such Party in connaatith its own products having comparable commémigential, taking into consideration
such product’s stage of development and life cyuledlical/scientific viability, technical and regtdey profile, intellectual property protection,
competitiveness in the marketplace, profitabilitglather relevant factors, and, in any case, waielo less than reasonable efforts.
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“ Commercial Supply” has the meaning set forth in Section 4.1.

“ Commercial Supply Price” means the standard cost for the manufacture alidgackaging of the Bulk Product, as determinedl an
adjusted pursuant to the provisions of Section 4.2.

“ Competing Product” means any pharmaceutical product that is bioegjait to and substitutable for the Finished Produeny
Additional Product.

“ Competitive Infringement ” has the meaning set forth in Section 7.3.

“ Confidential Information " means, with respect to a Party, all informatidrany kind whatsoever (including without limitatiakata,
compilations, formulae, models, patent disclosupescedures, processes, projections, protocolsitsssf experimentation and testing,
specifications, strategies, techniques and allmabiic intellectual property rights, as hereinafiefined), and all tangible and intangible
embodiments thereof of any kind whatsoever (inclgdvithout limitation apparatus, compositions, doemts, drawings, machinery, patent
applications, records and reports), which is dsetbby such Party to the other Party regardlessether same is marked, identified as or
otherwise acknowledged to be confidential at theetof disclosure to the other Party. All informatighall be deemed confidential unless
agreed otherwise. Notwithstanding the foregoingfiéiential Information of a Party shall not inclusidormation which the other Party can
establish by written documentation or similar evicke (a) to have been publicly known prior to disal@ of such information by the disclosing
Party to the other Party, (b) to have become piytiticown, without breach of this Agreement or viaa of Applicable Laws on the part of t
other Party, subsequent to disclosure of suchnmdtion by the disclosing Party to the other Pgidyto have been received by the other Party
at any time from a source, other than the disctpBiarty, rightfully having possession of and tlghtito disclose such information, (d) to have
been otherwise known by the other Party under tigation of confidentiality prior to disclosure efich information by the disclosing Party to
the other Party, or (e) to have been independeletheloped by employees or agents of the other Rdittput the use of or reliance upon such
information disclosed by the disclosing Party te tither Party.

“ Cost of Goods’ means, as to Product, the direct and identifiahternal and external costs of manufacturing, pgekg and shipping
such Product, consisting of the following: (i) wittgard to a Party’s or its Affiliates’ internalste and charges, Cost of Goods shall include tt
direct costs and charges, including APl and othatenials, manufacturing plant overhead chargeoreddy allocable to the Product, quality
oversight (including stability and annual produtiews) and (starting in the first year of the coencmalization of the Finished Product)
GDUFA or similar manufacturing facility fees, indmacase related to such manufacture, packaginglpthent, and shall exclude (A) costs
and charges related to or occasioned by unusedfawnrng capacity; (B) the manufacture of otherdarcts at such Party’s facilities;

(C) amortization of property, plant or equipment specifically related to manufacturing of Prodwtd (D) any allocation of general corpo
overhead; and (ii) with regard to a Party’s olAffiliates’ external costs and charges, Cost of @Goshall include the commercially reasonable
invoiced costs and charges of suppliers of goodsservices directly related to the manufacturekaging and shipment of Product, quality
oversight (including stability and



annual product reviews) and (starting in the fjestir of the commercialization of the Finished PafiGDUFA or similar manufacturing

facility fees, as well as the costs of API and othaterials directly sourced by a Party, in eadeaalated to such manufacture, packaging an
shipment. A Party’s Cost of Goods shall be deteeation an accrual basis in accordance with U.S.rgipaccepted accounting principles,
applied on a basis consistent with such Party’siahaudited financial statements. For the avoidarficeubt, shipping costs included in the
Cost of Goods definition include costs relatingtte shipment of the API, the Bulk Product and théskhed Product to their intended
destinations, but do not include the cost of shigghe Finished Product from the Actavis distribnttcenter to the intended customers. Those
costs are included in the Sales Allowance.

“ Delegated Activities” means any activities that Merrimack agrees tdquar at the request of Actavis either directly lmrotugh a Third
Party reasonably acceptable to Actavis, includiithaut limitation any stability studies on the Ehed Product and any fill/finish activities;
provided, however, that Delegated Activities sinall include any activities that are performed byriiteack in an “Assist’capacity as reflecte
in the Responsibility Matrix.

“ Development Activities” means those activities set forth in the Developtnian to be performed by the Party identifiethie
Development Plan.

“ Development Plan” means the plan attached hereto as Exhibifreluding the Responsibility Matrix attached tter, as modified by
the Parties from time to time upon mutual agreepniamriting.

“ Development Technology shall mean all proprietary rights developed or &eguby Merrimack or Actavis which directly relatethe
design, development, manufacture or analysis oFthished Product, including but not limited to:

(i) patent applications, any corresponding forggtent applications that may claim priority datehef patent applications referred
to above or that relate to substantially the sambgest matter of the patents referred to above patents that may have been granted on
any of the above, including reissue patents, remedrpatents and patent extensions based on tpp$ieaions;

(ii) trade secrets, inventions, data, processebntques, procedures, compositions, devices, metHodnulas, protocols and
information, whether or not patentable, includinighaut limitation all chemical, biochemical and esafific research information;

(iii) copyrightable works, copyrights and applicats, registrations and renewals in connection thigneand

(iv) copies or tangible embodiments of any one oraof the foregoing.

Notwithstanding the foregoing, Development Techgglehall exclude all proprietary rights developedoquired by Merrimack whic
directly relate to the design, development, martufacor analysis of Bulk Product.
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“ EDA " means the United States Food and Drug Adminisinatr successor agency thereto.

“ Finished Product” shall mean the finished dosage form of DoxorubidiCl liposome injection, which uses the Bulk Protand
incorporates the Licensed Technology.

“ Force Majeure” has the meaning set forth in Section 12.5.

“ ETE " means the equivalent of a full-time Merrimack dayge’s annual work time dedicated to performing dictivities specified in
this Agreement, pro-rated based upon a total dffisurs per year of work.

“ ETE Cost” shall mean, for any period and FTEs within a $jedt category of FTEs, the product of the numbiefBEs in such
category dedicated to the activities specifiechin Agreement and the FTE Rate applicable to satdgory.

“ ETE Rate” shall mean, as to a category of FTE, the ratéJ(®. Dollars) per FTE specified in Exhibit. EEffective on January 1, 2015
and on January 1 of each subsequent calendarthedfTE rates set forth on ExhibitdBall be increased for the calendar year then
commencing by the percentage increase in the CagrsBrice Index (“ CPY) over the then most recently completed calenadaryAs used in
this definition, Consumer Price Index or CPI metmesConsumer Price Index—Urban Wage Earners anit@l&Vorkers, U.S. City Average,
All Items, 1982-84 = 100, published by the Unitaet8s Department of Labor, Bureau of Labor Stassfor its successor equivalent index).

“ Know-How ” means any information that is confidential andgpietary, including ideas, concepts, discoveii@ggntions,
developments, improvements, know-how, trade sealetsgns, devices, equipment, process conditagerithms, notation systems, works of
authorship, computer programs, technology, formukshniques, methods, procedures, protocols, dataimentation, reports, specifications,
formulations, copyrights, conclusions, skill, exipece, test data and results (including pharmadmdggoxicological, manufacturing, and
clinical test data and results), analytical andiguaontrol data, results or descriptions, in eaale whether patentable or otherwise.

“ Licensed Technology means all tangible or intangible Know-How, tragkerets, inventions (whether or not patentabldg,da
documentation, formulae, techniques, designs, ps@se physical, chemical or biological materiatg] ather information and data, that relates
to the Bulk Product, that (a) is owned, controbedised by Merrimack and (b) is related to or ugsetbnnection with the Development
Activities. For the avoidance of doubt, Merrimadiah maintain all rights in and to the Licensed Araglogy and any improvements to the
Licensed Technology.

“ Medis " means Medis Pharma ehf, and other Actavis Atiiisawhose primary business is the out-licensinghefmaceutical products.

“ Milestone Payments’ has the meaning set forth in Exhibit. C
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“ Net Profit " means the Net Sales of the Product less (i) thet 6f Goods for such Product, (ii) the applica®des Allowance, and
(iii) any Other Costs incurred by Actavis in contiea with the sale of the Product. Net Profit stado include amounts specified for inclusion
in Net Profit pursuant to Sections 7.1 and 7.3a).the avoidance of doubt, the costs deductethirses (i), (ii) and (iii) above shall not be
double-counted (e.g., the same costs of Unsal&ablduct shall not be deducted both as Cost of Gandsas Other Costs).

“ Net Sales’ means the gross amount invoiced by Actavis oAffdiates or sublicensees, on all sales of Pradegcluding any sales
among Actavis and its Affiliates), less the follagiitems (whether or not separately stated on Bwaice):

(i) any and all promotional allowances, rebatesegoment mandated rebates (i.e., Medicaid, etegrge backs, quantity and cash
discounts, and other usual and customary discdartsstomers,

(i) amounts repaid or credited by reason of répas, returns or recalls of goods,

(iii) retroactive price reductions and shelf staafustments,

(iv) any sales, excise, turnover, inventory, vahgieled, and similar taxes and duties assessed tioadyhg sales,

(v) allowances for doubtful accounts accrued indtdinary course of business, with appropriatequeto-period adjustments to
such allowances based on amounts that are ultiynewéiected, and

(vi) transportation charges (including insurancstspand handling charges.

Components of Net Sales shall be determined ubm@dcrual method of accounting in accordance Wigh generally accepted
accounting principles.

In the event Actavis or any of its Affiliates ortdicensees transfers Product for consideratiomhiale or in part, other than cash, the
gross sales price for such Product shall be de¢oed the standard invoice price then being inwbizg Actavis in arm’s length transactions
with similar customers. In no event shall a saleléemed to occur in the case of transfers of psafeal samples, product donations, or other
samples or clinical research supplies or simikangfers.

Notwithstanding the foregoing, for any sales byad, its Affiliates or its sublicensees to a Wisaler Affiliate, Net Sales shall be
deemed to be the average selling price by Actavaam’s length Third Parties for Product during fiseal quarter in which the sale to the
Wholesaler Affiliate took place.

Actavis shall not, as a general business practicsdle” or otherwise sell the Product togetherthwdhy other product. However, if
Actavis reasonably determines that a form of bumdis necessary for the maintenance of a custoanek, Consequently, is necessary to
generate Net Sales from such customer) or willltés@an increase in Net Sales of Product in
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the Territory (after giving effect to this paraghdpthe reduction in price or deduction therefroit e allocated as actually credited unless the
Product receives a higher than pro rata shareyfeduction or deduction that the bundled set ofipcts receives. In such case, the reductior
or deduction therefrom shall be allocated to thedBct on a no greater than a pro rata basis bas#tesales value (i.e., the unit average
selling price multiplied by the number of units)tbé Product relative to the sales value contribliethe other products in the bundle with
respect to such sale.

“ On Time Delivery " means the Product is delivered no more than [*$jsd@arlier and no later than the agreed upon dgldate for th
purchase order.

“ Other Costs” means settlements and damage awards payable tbHdnities, recall costs, the cost of Unsaleablduritp costs incurre
in connection with Third Party patent infringemef#ims, product liability claims and amounts pagatol customers as a result of Actavis’
inability to timely supply Product, in each casehwiespect to the sale of Products by Actavisiffdiates or sublicensees, excluding
(i) amounts that are payable or reimbursable bgréyRursuant to this Agreement, (ii) amounts #ratpayable or reimbursable by a Third
Party, such as a CMO or an insurance carrier, i@hdroounts payable to customers that are primattributable to Actavis’ failure to
manufacture, package, ship and timely supply théiskéd Product for reasons unrelated to (A) thevaitebility of Bulk Product,

(B) manufacturing, packaging or shipping problemtsle the reasonable control of Actavis, or (O)cEdMajeure.

“ Other Product " means other products that Merrimack currentlgigseloping and manufacturing or may in the futwreaiop and
manufacture, and may in the future commercializat &re not Competing Products, but may contairoduet as a component. Unless
otherwise agreed by the Parties, in writing, thes® Competing Products shall not constitute Prajugtilk Product, Finished Product or
Additional Products under this Agreement, and maghin this Agreement shall limit or restrict Meraek in its development, manufacture and
commercialization of these products.

“ Out-of-Pocket Expense$ means any fees, costs or other expenses paidlaytg, as applicable, to Third Parties.

“ Person” means an individual, corporation, partnershimited liability company, firm, association, joinénture, estate, trust,
governmental or administrative body or agency,tbeoentity.

“ Product(s)” means the Bulk Product, the Finished Product@méfditional Products, as applicable.

“ Quality Agreement” has the meaning set forth in Section 4.6.

“ Requlatory Approvals” shall mean any approvals, product, and/or esthbient licenses, registrations or authorizatiomduting
without limitation approvals under ANDAS, of anyréign, federal (including the FDA), state or looadulatory agency, department, bureau or
other governmental entity, which are necessaryifercommercial manufacture, use, storage, importatiansport, promotion, pricing or sale
of the Product.




“ Reqgulatory Authority ” means the FDA and any other governmental or atléinority responsible for issuing a Regulatory Agwal in
the Territory.

“ Regulatory Dossier” means all files regarding the Regulatory Appreyahcluding but not limited to correspondenceoprds,

applications (including without limitation ANDAs3upplements, annual reports, adverse event regbnisal studies and pre-clinical studies
to the extent related to the Product.

“ Responsibility Matrix " means the chart in Exhibit feflecting each Party’s development responsibditie

“ Sales Allowanceé means, for any period, (i) [**] percent ([**]%) dfet Sales in the United States, and (ii) a perggnéamount rangin

from [**]%) of Net Sales, as determined by the $irgge Committee, for the marketing and sale of thedBct in each country outside of the
United States.

“ Steering Committee” has the meaning set forth in Section 2.8.

“ Supply Deficiency” has the meaning set forth in Section 4.3.

“ Term " has the meaning set forth in Section 10.1.
“ Territory " means the entirety of the world.
“ Third Party " means any Person that is not a Party or an Afélof a Party.

“ Unsaleable Product’ means (i) Bulk Product that Actavis is unabletmvert into saleable Finished Product, (ii) FiedlProduct that
Actavis is unable to sell to its customers, whetsea result of short dating, damage or othenwise/or (iii) materials, including packaging or

labeling, that Actavis is unable to use in conmettiith saleable Finished Product, return to thgiegble vendor or otherwise use in its
business.

“ Warranties " has the meaning set forth in Section 4.7.

“ Wholesaler Affiliate " shall mean a subsidiary or affiliate of Actavis wh@rimary business is wholesale distribution @&rplaceutice
products (including without limitation Anda, Inc.).

ARTICLE 2
PRODUCT DEVELOPMENT

2.1Development. The Parties hereby agree to use Commerciallyddadde Efforts to co-develop the Product in accocdavith the
Development Plan. Without limiting the foregoing,dach Party shall be responsible for performhmgjrtrespective Development Activities,
(i) each Party shall keep the other Party fulljpimed of the status and progress being made t@xamhpletion of their respective activities
under the Development Plan, and (iii) each Partyl &e entitled to inspect the other Party’s warlprogress and any documents
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relating thereto (including at the other Party'silities, during normal business hours and uposarable notice). The Parties shall maintain
records in sufficient detail and in good scientifianner appropriate for patent and regulatory mapand shall properly reflect all work done
and results achieved in the performance of itggaltitbns under the Development Plan.

2.2Development Expenses; Milestone Payment\ll expenses and costs related to the Developietitities to be performed by
Merrimack shall be at Merrimack’expense. Notwithstanding the foregoing, Actakillgi) be solely responsible for all regulatoges relatin
to the filing and maintenance of the Regulatory $d&s (ii) pay or reimburse Merrimack (no more aftean [**]) for up to [**] U.S. Dollars
($[**]) of costs incurred in connection with the @opment Activities from the Effective Date thrduthe date the [**], (i) make all
applicable Milestone Payments, which shall becomgple based upon achievement of the correspomdilegtones by Merrimack, Actavis
Affiliates or sublicensees of Actavis (as appliegbto Merrimack, and (iv) pay for all Additionab€ts, in each case following presentation by
Merrimack of an invoice and reasonable related hackocumentation substantiating the invoiced arhdBitlings pursuant to this section
shall be payable within [**] days after the dateimfoice.

2.3 Additional Development Program.

(a) To further the collaboration between the Paythectavis agrees to fund Merrimack’s developméddditional Products that
would be owned and commercialized by Actavis. Thei€s anticipate that they will agree upon theniidg of such Additional Products and
the related development objectives within [**] daafter the Effective Date.

(b) Subject to the Parties’ reaching agreemenheridentity of the Additional Products and relatiedelopment objectives that will
be pursued in accordance with Section 2.3(a), Inéugn**] days after the Effective Date, Actavisadh(i) commence making [**] payments of
[**] U.S. Dollars ($[**]) each towards the developmt of the Additional Products, (ii) be responsiftaliebiostudy, clinical and regulatory costs
relating to the Additional Products, (iii) make additional [**] U.S. Dollars ($[**]) milestone payent to Merrimack for each Additional
Product that [**], and (iv) on a [**] basis, pay Ménack [**] percent ([**]%) of the Net Profit devied from the sale of each Additional
Product that utilizes the Licensed Technology beowise received marketing approval based on dpwatat work performed in whole or in
part by Merrimack (collectively the * Additional Delopment Prograr). The specifics of the Additional Development §ram for each
Additional Product shall be documented in eitheeparate agreement between the Parties or in amdameat to this Agreement. For the
avoidance of doubt, only one milestone paymentlvéglinade pursuant to clause (iii) above with retsfeany Additional Product.

(c) Merrimack shall also have the option of itdatiding a portion of the development costs relatmgny Additional Product in tt
Additional Development Program (retroactive to ithiéation of the applicable program), in which eabe Parties shall negotiate in good faith
their respective funding obligations, milestonemants (if any) and their respective share of theMefit to be derived from the related
product under the Additional Development Prograreriilnack shall exercise this option with respeatdach Additional Product no later than
[**] and, unless otherwise agreed by the Partiesriting, all such negotiations shall have beenoteted, documented and signed prior to [
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(d) Following the initial two (2) year Additionaldyelopment Program period, the Parties may by magraement extend the
Additional Development Program for an additionabt(2) year period, in which event they will agreeabudget for the Additional
Development Program and, if applicable, the AddiidProducts to be developed, during such extenmoiod.

(e) Without regard as to whether the Additional Blepment Program period is extended, upon requeattavis, Merrimack shall
continue to provide reasonable technical assistanéetavis with respect to any Additional Produtttat were developed during the initial
Additional Development Program period that may deespnably required in order for Actavis to (i) suiime Regulatory Dossier for the
Additional Product in the Territory and to respdndjuestions and comments made by any Regulatottyofity with respect thereto, and
(i) validate the commercial process for the fimdhAdditional Product (which, unless otherwise adrby the Parties, shall be manufactured
using Bulk Product supplied by Merrimack in accardawith the terms of Article 4), whether direatlythrough a CMO, including making
Merrimack personnel (and/or contractors) who amadgeable regarding the processes reasonabliableaio Actavis and/or the CMO.
Merrimack’s obligation under the foregoing clausgedf this Section 2.3(e) shall continue until 6810 successfully manufactures a
commercial batch of each Additional Product indheéd form. Actavis shall pay Merrimack’s FTE Caatsl Out-of-Pocket Expenses in
connection with the performance of its obligatiomsler this Section 2.3(e) and for the Cost of Gamfdmy Bulk Product supplied by
Merrimack.

2.4 Project Management. Each Party shall appoint one or more contactoperat their respective offices to serve as projentager an
be the recipient of communications pursuant to Agjeeement, and to manage all aspects of the antilon, including development and
regulatory status and timelines, launch preparatiparchase orders, deliveries, and means to rexhste and increase efficiencies of both
parties. If requested by either Party, the Pawtiddestablish appropriately staffed project managat teams that will meet at least monthly for
these purposes. Merrimack shall be responsiblmforaging meetings and taking meeting minutes tameat the progress of the developr
project. Actavis shall be responsible for managmaetings and taking meeting minutes to documenptbgress of matters relating to launch
preparations, purchase orders, deliveries, and sreareduce costs and increase efficiencies of patties. Merrimack’s FTE Costs and Out-
of-Pocket Expenses of performing project managerfoerit) Development Activities shall be reimbursasiand to the extent set forth under
Section 2.2(ii), (ii) activities relating to Merriwk’s supply of Bulk Product shall be includedhie Commercial Supply Price, and
(iii) activities for which Actavis is required taag Merrimack Additional Costs hereunder shall b#uded in such Additional Costs.

2.5 Facility Qualification; CMO . Merrimack shall, at its expense, take all actimngualify (and thereafter to maintain qualificartiof)
the facility at which Merrimack will manufactureetiBulk Product, as required under Applicable Lawsnable Actavis to file and prosecute
Regulatory Filings and obtain and maintain Regulafgpproval for the use of the Bulk Product. Actasghall take all actions to secure and
qualify (and thereafter to maintain
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qualification of) a facility at which it or a CMOilvmanufacture the Finished Product, as requineden Applicable Laws, so that it may file
and prosecute Regulatory Filings and obtain andhtai@ Regulatory Approval for the Finished Product.

2.6 Competitive Activities . During the Term, without the consent of the otRarty, neither Party nor any of its Affiliates Blsll, offer
for sale, distribute or otherwise make availabler @ontract with a Third Party to do any of thegfgoing) the Bulk Product, the Finished
Product or any Competing Product with respect theieany Third Party. Notwithstanding the foregpithis Section 2.6 shall not apply to
(i) the sale of a Competing Product by either a Wéaler Affiliate or Medis or (ii) the use or salkthe Bulk Product in connection with an
Other Product.

2.7 No Disclosure of Proprietary Third Party Informatio n . Neither Party shall disclose, nor shall eitheity’be obliged to disclose, to
the other Party, any of its inventions, trade dsci@ any inventions, trade secrets or other médion of any Third Parties that such Party doe
not have the right to disclose and that such d8aety is not free to use without liability.

2.8 Steering Committee. The Parties shall establish a steering committgeh will be responsible for overseeing the Depelent Plan
including without limitation (i) the monitoring qdfrogress against the Development Plan, (ii) thesigkt of any clinical studies to be
performed pursuant to the Development Plan, (i) treview and approval of amendments to the Dewedop Plan, and (iv) regulatory
developments relating to any Product (* Steerinm@rittee”). The Steering Committee will be comprised of t(#2) representatives from
Actavis and two (2) representatives from Merrimdelich Party will have the right to replace anytefrépresentatives by written notice to the
other Party. Neither Party may designate a non-eyegl to be a representative. The Steering Commvititemake decisions by unanimous
consent with each Party having one vote. In malegjsions, the Steering Committee will considerittierests of both Parties and will act in
good faith in the interest of the Development Rlad the Product. In the event the Parties faigr@a upon any matter before the Steering
Committee, such matter would be escalated to Ast&resident of Global Generics (or his designee) Merrimack’s President, Merrimack
Healthcare Solutions (or his designee) for resofubly mutual agreement; provided that, if such enastan intellectual property matter related
to whether the Finished Product or the processHtughwit is to be made would infringe the rightsaof hird Party or a regulatory matter related
to the Finished Product or any Additional Prodestc{uding the Bulk Product contained therein) amchsofficers are not able to resolve the
matter within [**] days after such escalation, Adgtashall have final decision making authority wigspect to such matter; provided such
determination does not adversely affect Merrimaakémufacture of the Bulk Product; and providedHertthat neither the Steering Committee
nor such officers shall have the right to amend Adreement or modify the Parties’ rights and ddtions hereunder. The Steering Committee
will meet every [**] months, or more or less freauly as reasonably agreed by the Parties. Meetiilysccur in person, via teleconference or
videoconference, or otherwise, as reasonably adrgéite Parties. An Actavis representative will asthe chairperson of the Steering
Committee and will be responsible for taking mirsubé each meeting. Such minutes will be circulatethe entire committee within [**]
business days after each committee meeting, ancheais, if any, will be promptly provided. If themmittee members cannot agree on the
minutes, the chairperson will have authority tafire the minutes and the other committee memb#rbave the right to note their specific
objections, which will be included in the minutes.
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ARTICLE 3
REGULATORY APPROVAL

3.1Requlatory Dossiers Actavis shall prepare, at its sole cost and egpetihe ANDA and any other Regulatory Dossiersireduo be
made in connection with obtaining and maintainiregy®Ratory Approval of the Finished Product and Adgitional Product in any country in
the Territory. Actavis shall use Commercially Rezdule Efforts to file the ANDA for the Finished it as soon as reasonably practicable,
subject to Merrimack’s timely performance of thevBlepment Activities assigned to it under the Depehent Plan. Actavis shall use
Commercially Reasonable Efforts to obtain Regulafguproval for each Product in the United Stated #re European Union. The ANDA a
all other Regulatory Approvals for the Finisheddret and any Additional Product shall be filedhie hame of and be owned exclusively by
Actavis or its Affiliates. Actavis shall provide Ménack and the Steering Committee with periodidatps as to the status of the regulatory
submissions which it files.

3.2Records. Each Party shall maintain records in sufficiestiadl and in good scientific manner appropriateffatent filing and
prosecution and regulatory purposes and shall pisopeflect all work done and results achievedha performance of the Development
Activities (including all data in the form requiréal be maintained under any applicable governmeatallations). Such records shall include
all Regulatory Dossiers, books, records, repogtsearch notes, charts, graphs, comments, commgatinalyses, recordings, photographs,
computer programs and documentation thereof, confnfiormation storage means, samples of mateaiadsother graphic or written data
generated in connection with the research and dpeednt activities. During the term of this Agreeméictavis and its Affiliates shall have
exclusive right to reference any and all data owmgeterrimack or its Affiliates submitted in suppaof the Regulatory Filings, including any
Merrimack Know-How directly related to the Bulk Blect for use in Finished Product or any AdditioRabduct, without limiting Merrimack’s
rights to use and reference and to grant Thirdé%asiccess and rights of reference thereto forrQrteducts. Provided the submission is
sufficient to satisfy all regulatory requiremerttg availability in whole or in part to the closealrt of the drug master file for the Bulk Product
is to be subject to the reasonable discretion afrikback.

3.3Compliance. Each Party shall provide the other Party withirdgbrmation necessary for the other Party to cgmyith any applicable
reporting requirements. Each Party shall promptiify the other Party of any comments, responsestices received from, or inspections by.
any Regulatory Authority, which relate to or maypimet any Product, and shall promptly inform thesotRarty of any responses to such
comments, responses, notices or inspections armesbkution of any issue raised by such Regulatarthority.

3.4GDUFA Fees. Recognizing that GDUFA manufacturing facility e@re payable upon the filing of the ANDA with thBA, and
each year thereafter, the Parties agree to shaiegi of the GDUFA manufacturing facility fees¢lsuhe Actavis bears [**] percent ([**]%)
such fees and Merrimack bears [**] percent ([**]&f)such fees, until the year in which the
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Product is first commercialized. The Party incugrBuch fees shall invoice the other Party for tiieioParty’s share of that cost, and the other
Party shall pay such invoices within [**] days afies receipt of that invoice.

ARTICLE 4
BULK PRODUCT SUPPLY

4.1 Supply . Merrimack shall manufacture and exclusively sypplithout limiting Merrimack’s rights to manufactiand supply for
Other Products, Actavis or its Affiliates with aff the quantities of the Bulk Product for use inished Product which Actavis requires to be
sold in the Territory (* Commercial Supgly. Provided Merrimack is able to supply all of tBelk Product required by Actavis, and is not
otherwise in breach of this Agreement, Actavis Iskatlusively purchase from Merrimack all the quées of the Bulk Product that Actavis
may require for use in Finished Product.

4.2 Commercial Supply Price. Merrimack shall sell the Bulk Product to Actagisthe Commercial Supply Price. The estimated
Commercial Supply Price is set forth on Exhibit But such amount shall be updated prior to theguient of the first purchase order by
Actavis and shall from time to time be adjustethi@a manner set forth in this Agreement.

(a) The Commercial Supply Price shall initially ¢eculated as a standard per-unit cost based orrveak’'s Cost of Goods
therefor in the manner set forth on Exhibit Dlerrimack shall provide Actavis with an itemizatiof such costs.

(b) Approximately [**] days prior to the end of dacalendar year, the Parties shall discuss ane agren the Commercial Supply
Price for the Bulk Product, which will be effectias of the first day of the following calendar yeEne Commercial Supply Price shall be
increased or decreased to reflect any documentedase or decrease in Merrimagicost of Goods to manufacture the Bulk Produdndtthe
preceding calendar year; provided, however, if Megsick’s Cost of Goods to manufacture increasesorehises by at least [**] percent
([**1%) during any calendar year, Merrimack shatbpide Actavis with notice and reasonable documentaeflecting such change and shall
be permitted to immediately adjust the Commerciadf@y Price to reflect such adjustment for all fetpurchase orders during such year.

(c) Merrimack shall use Commercially Reasonabl@iE$fto optimize its manufacturing processes so a@ecrease its Cost of
Goods, including negotiating raw material costs.

(d) Actavis shall have the right to have a pubticaunting firm of its own selection, except onevtom Merrimack may have
reasonable objection, and at its own expense (&xseprovided below), examine the relevant bookkranords of account of Merrimack
during reasonable business hours upon reasonabtenpitten notice to Merrimack and not more oftéan [**], for not more than the [**]
previous years, to determine whether the CommeSgeipply Price was calculated appropriately hereuritlan audit finds that Merrimack’s
Cost of Goods for Bulk Product supplied to Actaising a calendar year was less than [**] percgi%) of the estimated Cost of Goods
used to determine the Commercial
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Supply Price for such calendar year, (i) Merrimabkll promptly refund the amount by which such GdsBoods was below [**] percent
([**1%) of the applicable Commercial Supply Pridé@) Merrimack shall pay or reimburse Actavis ftietreasonable cost of the audit, and
(iii) the Commercial Supply Price for the balandéeéhat year shall become the amount that such alediérmined to be Merrimadkactual Cos
of Goods for Bulk Product. The public accountingfiperforming the audit shall treat as confidentiad shall not disclose to Actavis any
information other than the information set forththis Section and information which could otherwligegiven to Actavis pursuant to any
provision of this Agreement.

4.3 Purchase Estimate and Order.

(a) Unless otherwise agreed to by the Partiegaat [**] months prior to Actavisanticipated date of commercial launch of the E
Product, Actavis shall deliver to Merrimack a nofjiforecast of Actavis’ projected launch quantgguirements of Bulk Product for
Commercial Supply. Thereafter, Actavis shall deltgeMerrimack a rolling [**] month forecast thahall be updated no less often than [**] or
more often than [**].

(b) The first [**] months of this forecast shall binding and the remaining [**] months shall be fuinding. Merrimack shall use
the binding portion of the Actavis forecasts toerthe raw materials necessary to fulfill Actavi@'ecasted Bulk Product requirements, taking
into account necessary lead times.

(c) At least [**] days prior to the delivery datetdorth in any purchase order, Actavis shall pdeviMerrimack with a firm order for
the quantities of the Bulk Product required by Addain full batch sizes. Unless there is a boda fiusiness reason for doing so, the firm orde
shall also be in an amount which is not less tharbinding portion in the most recent forecast.

(d) If Actavis fails to place purchase orders thakrequire all of the ordered amounts of raw migtis that Merrimack purchased in
reliance on the binding portion of Actavis’ foretgsActavis shall purchase any excess raw matdrials less any materials Merrimack is able
to return to the vendor or use in its businesanfMerrimack for the cost of such raw materialsadidition, Actavis shall pay any FTE Costs
and Out-of-Pocket Expenses incurred by Merrimaakliance on the binding portion of Actavis’ forsta

(e) If the amount reflected in such purchase oesteeeds [**] percent ([**¥]%) of the quantities dfé Bulk Product in the last
forecast submitted by Actavis to Merrimack for spehiod, Merrimack shall not be obligated to, mstead shall use its Commercially
Reasonable Efforts to, supply Actavis with suchrgities of the Bulk Product which exceeds [**] pent ([**]%) of the forecast quantity. For
the avoidance of doubt, Merrimack shall be obligatesupply Actavis with such quantities up to amduding [**] percent ([**]%) of the
forecasted quantities of Bulk Product for suchqubin the last forecast submitted to Merrimack.

(fH If Merrimack fails to deliver at least [**] peent ([**]%) of the Bulk Product ordered by Actawisthin [**] business days after
the delivery date specified in (i) [**] consecuti¥etavis orders that were covered by an applichbiding forecast by Actavis or
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(ii) [**] orders that were covered by an applicabiading forecast by Actavis during any calendaary@n either case, a_* Supply Deficienty
then, in addition to any other rights hereundeurodter applicable law, Actavis may revise any thetstanding orders and estimates for the
affected Calendar Quarters without liability.

(g) No terms or conditions contained in any purehasler, acknowledgment, invoice, bill of ladingceptance or other writing or
documents issued by either Party shall be effeandaonly the terms and conditions contained is itreement shall govern with respect to
the supply of Bulk Product.

4.4Payment. An invoice will be issued by Merrimack upon deliy of the Bulk Product to Actavis. Actavis shadlypsuch invoices
within [**] days after receipt of the invoice, swdujt to actual receipt by Actavis of Bulk Produatéhich such invoice is issued. Actavis shall
have the right to withhold payment for all or aroriipn of an invoice for which it has a reasondissis to dispute. All payments shall be madk
by Actavis to Merrimack in U.S. Dollars by wire tisfer to a bank and account designated by Merrimack

4.5Delivery . Merrimack shall deliver the Bulk Product EXW (IG&coterms 2010) Merrimack’s manufacturing facilign the same
day the Bulk Product is delivered to Actavis ordesignee, Merrimack will email or fax to Actaviéesignated representative a signed
Certificate of Analysis certifying that each lothmatch in such shipment was tested and meets #uifisptions for the Bulk Product and
otherwise meets each of the warranties set for8eiction 4.9 and Section 9.2 hereof. Test spetiicsand test results must be included for
each test with the Certificate of Analysis.

4.6 Quality . Within [**] months after the Effective Date, thrarties will enter into a quality agreement (th@uality Agreement) with
respect to the manufacture and supply of the Butkd&ct by Merrimack to Actavis hereunder. The teohihe Quality Agreement, as amen
from time to time by mutual written agreement af tharties hereto, shall be incorporated hereimisyréference. To the extent any of the te
of the Quality Agreement conflict with the termstbis Agreement, the terms of the Quality Agreensdat|l control solely as to quality issues
related to the Product and its manufacture andettmes of this Agreement shall control as to allkotmatters. Merrimack shall perform quality
and stability testing on the Bulk Product consisteith U.S. industry practices and the Quality Agmeent. Merrimack may designate a Third
Party to perform such quality and stability testinmpn [**] days prior notice, subject to Actavistitten approval, which approval shall not be
unreasonably withheld, delayed or conditioned. Meack shall remain responsible for the performaame results of such quality and stability
testing notwithstanding the designation of a Tiftedty to perform such testing. Without limiting tleeegoing, Merrimack shall promptly
notify Actavis of any adverse reactions or othdetyaor toxicity problems known to Merrimack regemgl the Bulk Product. Actavis shall be
responsible for maintaining a worldwide safety Bate for the Finished Product and for submittihgegjuired safety and adverse event reg
to applicable Regulatory Authorities relating te fhinished Product.

4.7Nonconforming Supply. Actavis shall verify the quantity, appearance enemical identity of all Bulk Product received Agtavis
according to the methods and procedures agreedhyptire Parties within [**] days after receipt ofiIR Product by Actavis

15



or its CMO. Within such [**] day period, Actavis tihe CMO shall inform Merrimack in writing of anysgdrepancies in the description,
guantity and/or identity of the Bulk Product reavand the information contained in the documectsmpanying each shipment of such B
Product. If Actavis or the CMO fails to inform Méamack of any damage to the Bulk Product withinfibregoing [**] day period (unless the
defect in the Bulk Product is not readily discolseabased on the agreed upon methods and procgdmetéctavis or its CMO cannot prove
that such damage occurred prior to delivery to Wistathen Merrimack shall have no obligation toypde the remedies described below. In
event that any quantity of the Bulk Product sugplig Merrimack to Actavis hereunder does not comyith its specifications or any of the
other warranties set forth in Sections 4.9 anch@r2of (collectively, the “ Warrantié¥ Actavis shall have the right, at its electi¢n,

(i) receive as soon as possible replacement qyanitthe quality specified in such specificatiomsl@onforming to such Warranties, subject to
returning to Merrimack such nonconforming quantfty,receive a refund from Merrimack of the purehgprice paid by Actavis for such
nonconforming quantities of Bulk Product, or (iiéceive from Merrimack a credit equal to the pusghprice paid by Actavis for such
nonconforming quantities of Bulk Product against purchase price of future orders of Bulk Prodalttsuch remedies shall be at Merrimack’s
sole cost and expense (including the cost of Aleded for any such replacement quantity). Merrimatks cost, should apply Commercially
Reasonable Efforts, including overtime to expedi@acement quantities which conform to the Waresnin the event that any concurrent
quality control testing conducted by the Partiesdrees as to the conformance of any Bulk Produbtet Warranties, the Parties shall ende

to settle such matter amicably and constructivelyvieen themselves. In the event that the Partilet® feettle such matter, the Parties shall
agree to refer such allegedly nonconforming quawfithe Bulk Product to a neutral laboratory asead upon between the Parties. The result
of the neutral laboratory shall be final and bimgdirpon the Parties solely with respect to the is&u® whether the disputed Bulk Product
conforms to the Warranties. All expenses incurneguch analysis will be borne by Actavis unlessréseilts of the neutral laboratory confirm
that the disputed Bulk Product does not conforitihéoWarranties.

4.8Supply .

(a) Merrimack acknowledges that Actavis requirest@ne Delivery for at least [**] percent ([**]%) oits orders; provided that
failure to satisfy such requirement shall not citat a breach of this Agreement, and Merrimackl st have any liability for any failure to
satisfy such requirement.

(b) Merrimack shall promptly notify Actavis if M@mack determines that the delivery of any ordef bél delayed.

(c) In the event that there is a Supply Deficiencyoth Partiestepresentatives on the Steering Committee unaniipagsee that
is necessary to establish and qualify another neauifing facility as a backup source of manufaotfor the Bulk Product, Merrimack shall
provide to a mutually agreed Third Party manufamtuat Actavis’' request, copies of all documentafiocluding formulations, manufacturing
procedures and protocols, quality control procesiuata and other Merrimack Know-How, Developmesthinology, Licensed Technology,
etc.) necessary or useful for the manufacture aledse of the Bulk
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Product. In connection with the foregoing, Merritkaball also assist in the transfer to such ThadyPmanufacturer of all analytical methods,
manufacturing procedures and Know-How used by Mexck hereunder with respect to its manufactureraleése of the Bulk Product.
Merrimack’s FTE Costs and Out-of-Pocket Expensesafiucting such activities shall be included ird&idnal Costs; provided, however, if
such activities resulted from a Supply Deficiendyieh did not result from manufacturing, packagimgleipping problems outside the
reasonable control of Merrimack or from Force MageMerrimack shall be solely responsible for sk@t Costs and Out-dPocket Expense

4.9 Supply Warranty . Merrimack warrants that (a) Bulk Product supplied\ctavis hereunder shall conform with all qualit
requirements (including those set forth in the @ualgreement) and applicable Product specificatjamhich specification for the Bulk Prod
is attached hereto as Exhibit Bnd shall not be adulterated or misbranded withénmeaning of any Applicable Law, and (b) suctkBu
Product shall be manufactured no more than [**] therprior to the applicable delivery date therefogvided, however, that Merrimack may
manufacture the conformance/exhibit batches up*torjonths prior to the delivery date therefor.

4.10API . If the Steering Committee determines that Actatisuld supply Merrimack with the API required fbe manufacture of the
Bulk Product or any Additional Product, the followgiadditional provisions shall apply:

(a) Delivery; Title. Actavis shall deliver the API to Merrimack’s mdacturing facility no later than [**] days prior tihe date
Merrimack is scheduled to commence the manufactittee batch. Title to the API shall at all time=ldng to and remain with Actavis.

(b) Sole Use Merrimack agrees that any API received by it frAotavis shall only be used by Merrimack in coni@tivith the
manufacture of the Product.

(c) Verification. Actavis shall provide a certificate of analyss €ach shipment of API supplied. Merrimack shaliify the
guantity, appearance and chemical identity of &l feceived by Merrimack by using United StatesrRPlz@opeial (* USP) and European
Pharmacopeial (* EP monograph testing within [**] days after receipt APl by Merrimack. Within such [**] day period/errimack shall
inform Actavis in writing of any discrepancies besm the USP and EP monograph testing of the ARiwed and the information contained in
the documents accompanying each shipment of suth AP

(d) Discrepancy If Merrimack notifies Actavis of a discrepancytire USP and EP monograph testing of the API wislich [**]
day period, Actavis shall use Commercially ReastmBfforts to ship additional API within the timenod necessary for Merrimack to
manufacture the Product in accordance with thedsded manufacturing date for the applicable pureta@ser, but if Actavis is unable to
supply such API in such time period, Actavis shallresponsible for any and all costs associatddavitesulting from any manufacturing
delay, and Merrimack shall not be required to aehi®n Time Delivery with respect to such purchaskeo If Merrimack informs Actavis of
any discrepancies in the USP and EP monograpingestithe API after such [**] day period, then Agigshall use
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Commercially Reasonable Efforts to supply Merrimadth additional API sufficient to manufacture theheduled Product in accordance with
the applicable purchase order, but if Actavis iahla to supply such additional API, Actavis maya&ror postpone the scheduled manufactur
without any liability to Merrimack for such delay.

(e) Damage If Merrimack fails to inform Actavis of any damagp the API within the foregoing [**] day perioth@é Merrimack
cannot prove that such damage occurred prior fwatglto Merrimack, then Merrimack shall remedy Isdailure or damage in the manner
specified below.

(f) Other Damage or LossExcept for any damage or loss resulting from (ier than one caused by the negligence of
Merrimack), flood, tornado, earthquake or otheraidbod beyond Merrimack’s ability to control orttee extent caused by Actavis’ negligence
or willful misconduct or to the extent attributaltéeordinary course yield losses during manufactdiBulk Product, Merrimack shall assume
all responsibility and liability for, and shall éefd, indemnify and hold Actavis harmless from agdiast, any loss of or damage to the API
occurs while Merrimack has custody and control dkierAPI. Such responsibility and liability shatimmence upon the receipt of the API at
Merrimack’s manufacturing facility and end upon tdivery of the Product.

(g) Remedy. If any loss or damage to the API occurs as desdrabove (i) Merrimack shall, at Actavis’ optiamdeexpense, return
the API to Actavis or dispose of same accordingdtavis’ instructions, and (i) if Merrimack is ngsnsible for any damage or loss described
above, shall credit or refund to Actavis the cdsgueh API and its return or disposal.

(h) API Yield. After Merrimack has supplied at least [**] batsh&f Product to Actavis for each batch size, thei€ashall
mutually agree upon an acceptable yield loss ferARI used in the manufacture of the Product dtlibtch size, on either a per batch or an
annual basis. After Merrimack has supplied at Ifd$batches of Product, that yield shall be relexsded and, if appropriate, adjusted by the
Parties to reflect long term API yield for the méamiure of the Bulk Product. If Merrimack thereaféxceeds that agreed upon yield loss, a
credit shall be given to Actavis towards the pusghaf future Product in an amount equal to Actadiect material cost for the lost API
beyond the agreed upon yield loss or, if Merrimacko longer manufacturing that Product, a refuhsugh amount. Actavis shall document
cost of API supplied to Merrimack in connectiontwény claim for loss.

4.11Access to PremisesUpon reasonable prior notice, each Party shalinftime to time during the Term, allow applicable
representatives of the other Party to reasonabilyand inspect such Party’s facilities used inrtfenufacture, storage, packaging, testing,
shipping and holding of any Product and shall ptevieasonable access to its quality control doctetien for purposes of an inspection or
audit. Such inspections shall occur during normalifess hours and on reasonable prior notice aaltlshconducted in a manner that allows
the inspected Party to restrict access to any @iy or otherwise secret areas of its facilibesontents thereof that are not used in the
development, manufacture, testing or packagingRioauct; provided that such inspection and admitl ®ccur no more frequently than [**].
Additionally, each Party may conduct “for causeSpections or audits in the event of recalls or odvents. Government authorities, including
without limitation Regulatory Authorities, shall
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have the right to inspect each Party’s facilitipsmi their request. Each Party shall promptly ndtily other Party, and keep it fully informed of
and respond to its requests regarding, the restitey regulatory inspection, comments, resporesésrs or notices received from the FDA, or
other applicable Regulatory Authorities, which teleo or may impact any Product or the manufacameksupply of any Product hereunder.
Each Party shall use Commercially Reasonable Bfforpromptly correct any undisputed non-compliamcether deficiencies noted in the
above inspections and audits by the other PargngrRegulatory Authority at its sole expense.

ARTICLE 5
COMMERCIALIZATION; PAYMENTS

5.1Commercialization . After approval of the Regulatory Dossier for adRrct by the Regulatory Authority, and Actavis’ egat of
sufficient quantities of Product for commercialiah (as identified in writing by Actavis), Actawddall use Commercially Reasonable Efforts
to market and sell the Product in the Territorgvyided, however, that Actavis shall have sole basonable discretion as to the manner and
extent of such commercialization of such Produatl(iding as to issues concerning labeling, lauraths] terms of sale and pricing and
customer contracts). Additionally, Actavis shal/eahe right in its sole but reasonable discretipostpone or delay the commercial launc
the Product or interrupt or cease the marketingsate of a Product in the event litigation is theead or pending with respect to such Produc
Commencing in the year prior to the commercial &uaf any Product, and continuing thereafter fertamainder of the Term, Actavis shall
provide to Merrimack annual commercialization plansl reports summarizing Actavis’ commercializatativities with respect to the
applicable Product over the preceding year, oudjrActavis’ plans for the commercialization of siRtoduct for the ensuing calendar year an
reporting on Actavis’ progress in the prior yeaerMmack shall have the right to comment on andasstions about such plans and reports,
and Actavis shall reasonably consider any such cemsrand reasonably respond to any such queriesNrerrimack.

5.2 Consideration. During the Term of this Agreement, subject totleec2.3(b) hereof, Actavis shall pay Merrimackexqgentage of the
Net Profit for Product being marketed, in accordawith the following:

(a) [**] percent ([**]%) of Net Profit earned froraales of the Finished Product and either (i) [*&fgent ([**]%) or (ii) such other
percentage as may be agreed upon by the Partigsgmiito Section 2.3(c), of Net Profit earned figates of Additional Product that utilizes
the Licensed Technology or otherwise received niarg@pproval based on development work performedtiole or in part by Merrimack.

(b) To the extent the Net Profit is negative in gayticular Calendar Quarter or quarters, Actalilde entitled to accrue and set
off such shortfall against any positive Net Profiany subsequent Calendar Quarter or quartersiged that (i) no such set off against Net
Profit shall reduce any Calendar Quarter Net Ppafiitment by more than [**] percent ([**]%) of then@unt otherwise payable to Merrimack
(and Actavis shall be permitted to carry forwarddget off against Net Profits in subsequent Cale@larters any such shortfall amount
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that Actavis was not able to apply during such Gadde Quarter due to the limitation set forth irstproviso), and (ii) Merrimack shall not have
any obligation to pay any share of any such shibttfat Actavis is not able to set off pursuanthis Section 5.2(b). Notwithstanding the
foregoing proviso or anything to the contrary heréx) if the negative Net Profit is the directuttof a Supply Deficiency or a recall resulting
from the actions or inaction of Merrimack in breaftMerrimack’s obligations under this Agreementtavis shall be permitted to set off
against the entire Net Profit amount otherwise ple/to Merrimack, and (y) the limitation set foith(ii) above shall not in any way limit
Merrimack’s indemnification or other obligationsder this Agreement.

(c) Each payment shall be made within [**] dayseathe end of each Calendar Quarter and shall dgeanied by a written rept
setting forth in reasonable detail the quantitiPadduct sold in each country in the Territory (asasured in saleable units of Product) and
Actavis’ calculations of Net Sales and Net Prddit uch period. Any adjustments to be made in sgfgpayments previously made to
Merrimack due to rebates, returns and the likel] bleafactored into the calculation of subsequentrpents.

(d) Within [**] days after the beginning of each nth, Actavis shall provide Merrimack with a writteon-binding good faith
estimate of Net Sales and Net Profit for the FiedsProduct and each Additional Product for therpradendar month.

5.3Records and Audits. Merrimack shall have the right to audit or hayaualic accounting firm of its own selection, extepe to
whom Actavis may have reasonable objection, aritd aivn expense (except as provided below), exathiaeelevant books and records of
account of Actavis during reasonable business hagpos reasonable prior written notice to Actavid ant more often than [**], to confirm tt
accuracy of the calculation of the payment of coestion for the preceding [**] years. If an aufilitds an underpayment by Actavis, Actavis
shall promptly pay the full amount of such underpayt and, if the underpayment is more than [**Joeet ([**]%) of the consideration due
under this Agreement in any calendar year for wkigth audit is conducted, shall pay or reimburseriiteck for the reasonable cost of the
audit. The public accounting firm performing thedashall treat as confidential, and shall not ltise to Merrimack any information other than
information which could otherwise be given to Maraick pursuant to any provision of this Agreement.

5.4 Currency of Payments. All payments under this Agreement shall be madd.5. Dollars by wire transfer to such bank act@s
Merrimack may designate from time to time. Any payns due hereunder on Net Sales outside of thed)Sitates shall be payable in U.S.
Dollars at the average of the rate of exchangaettrrency of the country in which the Net Salesraade as reported in the New York edi
of The Wall Street Journalfor the last [**] business days of the quarteriidnich the consideration is payable.

5.5No Tax Withholding . Unless required due to Merrimack’s assignmenhisf Agreement to an entity outside the United &t air
Merrimack’s redomiciliation outside of the Uniteth&s, no payment hereunder shall be subject tthalding of income taxes owed by
Merrimack, and Actavis shall not withhold any sahount from any payment to Merrimack hereunder.
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ARTICLE 6
RECALLS

6.1 Product Recalls. In the event Actavis is ordered by a Regulatoryhuty or reasonably believes it is necessary todoet a recall,
field correction, market withdrawal, stock recoviemy other similar action (a_* Recd)lwith respect to any of the Product in the Temyt
Actavis shall determine how best to proceed anll Beaesponsible for conducting such Recall. Recall is due to Merrimack’s breach of its
obligations under this Agreement, including withbmritation the Warranties, then Merrimack shabbmptly reimburse Actavis for all Out-of-
Pocket Expenses incurred by Actavis in connectitgh such Recall and shall replace the Commerciab8ureturned to Actavis as a result of
the Recall or destroyed as a result of the Recattordance with the timing set forth in Sectiohlereof. If the Recall is partially attributable
to a breach of each Party’s obligations underAlgissement, the Parties shall share all costs apdrses resulting from the Recall in the same
proportion as their respective responsibility foe Recall. In all other cases, Actavis shall bdarasts and expenses resulting from the Recall
subject to its indemnification rights hereunder.

ARTICLE 7
INTELLECTUAL PROPERTY

7.1License. Merrimack hereby, on behalf of itself and its iAdites, grants to Actavis and its Affiliates arckisive (even as to
Merrimack and its Affiliates), fully paid-up liceasunder the Licensed Technology, to sublicensé&emzave made, use, sell, distribute, impor
or export or otherwise exploit, anywhere in therifery, the Product; provided that Merrimack retathe exclusive right, subject to Section
to manufacture or have manufactured Bulk ProducFioished Product. For the avoidance of doubt,dmw, subject to Section 2.6,
Merrimack retains the right under the Licensed hebdbgy to make, have made, use, sell, distributielicense, import or export or otherwise
exploit, anywhere in the Territory, products otttean the Product, including by manufacturing Butkdrict that may be incorporated into
Other Products. Any amounts received by Actavisitnéffiliates in connection with the sublicensingtransfer of the Licensed Technology
or Development Technology shall, after deductiamfisuch revenues of any costs incurred by Actawisiis Affiliates relating to such
transaction (including but not limited to costsatelig to the registration of duplicate RegulatolgsBiers and the transaction giving rise to the
revenues received), be included in Net Profits ineder.

7.2 Patent Filings. The Parties shall jointly own the DevelopmentAredogy, and Actavis will, according to the decigadopted by
the Steering Committee, prepare and file any patpplications relating to the Development Techngldderrimack shall cooperate, as
reasonably requested by Actavis, in connection suith preparation, filing, prosecution and mainteea Merrimack shall, in its sole but
reasonable discretion, prepare and file any ansuah patent applications relating to, underlyin@rising out of the Licensed Technology and
shall take any other similar actions to secureaanh, protect or perfect its intellectual propeigts related to the Licensed Technology and
shall maintain and prosecute any patent or othelléctual property rights resulting therefrom. &gt shall, cooperate, as reasonably requ
by Merrimack, in connection with such preparatifiling, prosecution and maintenance.
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7.3Infringement By Third Party of Intellectual Propert y .

(a) In the event of any infringement by a ThirdtiParCompeting Product (* Competitive Infringemes)t{) of the Development
Technology, Actavis shall have the first right le fin action against any such infringing ThirdtiPar seek abatement of the infringement by
such Third Party. Merrimack shall reasonably coafeewith Actavis in any such action brought by Ataincluding by being joined as a
party, at Actavis’ expense. Upon learning of anghsGompetitive Infringement, each Party shall pridynipform the other in writing of such
infringement and shall supply the other with alidence that it possesses pertaining to said irgrimgnt. Any amount recovered by Actavis in
enforcing rights in the Development Technology agasuch Competitive Infringements shall, afterudgidn from such recoveries of any out-
of-pocket costs of enforcement, be included in Rreffits hereunder. If Actavis elects not to enfatoe Development Technology against such
a Competitive Infringement within [**] days aftezdrning of such Competitive Infringement, Merrimatiall thereafter have the sole right to
enforce the Development Technology against suchp@titive Infringement, in which case Actavis shraetisonably cooperate with Merrimack
in any such action brought by Merrimack, includmgbeing joined as a party, at Merrimack’s expeMserrimack shall retain any amount that
it recovers from enforcing rights in the Developm&achnology against such Competitive Infringements

(b) In the event of any Competitive Infringementtod Licensed Technology, Merrimack shall havefittse right to file an action
against any such infringing Third Party or seektaiment of the infringement by such Third Party.ais$ shall reasonably cooperate with
Merrimack in any such action brought by Merrimaickluding by being joined as a party, at Merrimacé&kpense. Upon learning of any such
Competitive Infringement, each Party shall promjifiprm the other in writing of such infringementdashall supply the other with all
evidence that it possesses pertaining to saichigérnent. Any amount recovered by Merrimack in esifay rights in the Licensed Technology
against a Competitive Infringement shall, afterwdihn from such recoveries of any out-of-pockeftsmf enforcement, be equally shared by
the Parties; payable to Actavis within [**] dayseafMerrimacks receipt thereof. Any other amount recovered byrieack in enforcing right
in the Licensed Technology shall be retained byriveck. If Merrimack elects not to enforce Licengazthnology that solely and exclusively
relates to a Product and does not relate to angr@ttoduct against such a Competitive Infringermétitin [**] days after learning of such
Competitive Infringement, Actavis shall thereaft@ve the right to enforce such Licensed Technotbgysolely and exclusively relates to a
Product and does not relate to any Other Prodwdhafgsuch Competitive Infringement, in which cBgsrimack shall reasonably cooperate
with Actavis in any such action brought by Actavig;luding by being joined as a party, at Actaeigpense. Actavis shall retain any amoun
recovers from enforcing rights in the Licensed Texthgy that solely and exclusively relate to a Ricicand do not relate to any Other Product
against such Competitive Infringements.
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7.4 Infringement of Third Parties’ Rights; Certain Generic Drug Filings.

(a) In the event of any claim by a Third Partyifaither Party determines, that the manufactuaks er use of the Bulk Product or
Finished Product (as applicable) or filing of an BA with respect thereto infringes the intellectpedbperty rights of a Third Party, Actavis
shall have the sole right and obligation, so logsgights to such Bulk Product or Finished Produetl@ensed to Actavis hereunder, to defend
and indemnify Merrimack from and against such clainActavis’ expense, including any judicial or adistrative proceedings relating to such
claim. If Merrimack is put on notice of any suchioh, Merrimack shall provide prompt notice to Adsef any such claim. Merrimack agrees
to assist and cooperate with Actavis in resolvimghsclaim. The procedures for indemnification unithés Section 7.4 shall be the same as t
set forth in Section 10.3. Actavis will reimburseiMmack for all reasonable Out-of-Pocket Expernsesrred by Merrimack in the course of
providing requested assistance and cooperatioocordance with this Section 7.4(a).

(b) Without limiting the foregoing, and notwithstiing Section 7.4(a) above, Actavis and its attosr&hall prepare any
certifications or notices required to be filed etidered to the FDA or Third Party in connectiorttwbbtaining Regulatory Approval for
Product that requires an assessment as to whatheranufacture, use and sale of Product woulchigdriany valid Third Party patent listed
with the FDA, including without limitation such d¢#ications and notices required pursuant to Sesti05(j)(2)(A) and (B) of the U.S. Federal
Food, Drug, and Cosmetic Act, as amended. Merrinagckes to assist and cooperate with Actavis ipgregion of such certifications and
notices, in accordance with the terms describekiction 7.4(a). Actavis shall have the sole right authority to determine whether any paten
held by a Third Party shall be challenged in cotinaowith the pursuit of any Regulatory Approvabashall have the sole right to control all
decisions that relate to or could impact such gatkallenge (including without limitation appointnteof counsel, strategies related to the
prosecution of the Regulatory Approval or any rdditigation, defense of any litigation or clairhinfringement, settlement (including Prod
launch date), etc.). Actavis will reimburse Merrikdor all reasonable Out-of-Pocket Expenses irxlilry Merrimack in the course of
providing its assistance and cooperation in aceurelavith this Section 7.4(b).

(c) The obligation of Actavis to indemnify Merrimiaander this Article 7 is premised and continggmdru Merrimack’s
representation and warranty that the Licensed Taolyg existing as of the Effective Date is lawfulwned by or licensed to Merrimack and
has not been misappropriated from any Third Partythat, to the best of Merrimack’s knowledge athefEffective Date, Merrimack’s
manufacture and supply of Bulk Product in accordanith this Agreement will not infringe any ThiréRy intellectual property rights;
provided that Merrimack disclaims all other repreaons and warranties, whether express or imptieat the Licensed Technology or any
Product does not or will not infringe Third Pargtent rights. Accordingly, notwithstanding the fgoéng, Merrimack shall indemnify Actavis
and its Affiliates for any claim for which it isdlicially determined that the Licensed Technology baen misappropriated in breach of such
representation and warranty.
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ARTICLE 8
CONFIDENTIALITY AND PUBLIC DISCLOSURE

8.1 Confidentiality . Each Party will treat as confidential the Confitial Information of the other Party, and will taét necessary
precautions to assure the confidentiality of sudbrimation. Each Party agrees to return to therd®agty or destroy upon the expiration or
termination of this Agreement all Confidential Infieation acquired from such other Party, excepbaith information it may be required to
retain under Applicable Law, and except for onecdpy of such information to be retained by suchyPalegal department and except for
copies of laboratory books which Merrimack will vge to keep for audits and inspections. Until sticte as the expiration or termination of
this Agreement and a period of [**] years theregfteither Party shall, without the other Partypress prior written consent, use or disclose
any such Confidential Information for any purpo$igeo than to carry out its obligations hereundectEParty, prior to disclosure of such
Confidential Information to any employee, consultanadvisor shall ensure that such person is baumditing to observe the confidentiality
provisions of this Agreement. The obligations ofifidentiality shall not apply to information thdttet receiving Party is required by law or
regulation or a court of competent jurisdictiongdisclose; provided, however, that the receivingyPshall so notify the disclosing Party of its
intent (so as to provide the disclosing Party soaable opportunity to seek relief from such respiidisclosure) and cooperate with the
disclosing Party on reasonable measures to pritteconfidentiality of the Confidential Information

8.2 Public Disclosure. Attached as Exhibit 5 a form of joint press release that the Parteagelagreed to issue promptly following the
Effective Date. Following such initial press releasxcept for such disclosure as is deemed negegséine reasonable judgment of a Party, to
comply with Applicable Laws, including under dissioe requirements of applicable securities reguiatbr stock exchange rules, no public
announcement, news release, statement, publicatipresentation relating to the existence of thgse®ment, the subject matter hereof, or
either Party’s performance hereunder will be maikout the other Party’s prior written approval,igthapproval shall not be unreasonably
withheld or delayed.

ARTICLE 9
GENERAL REPRESENTATIONS AND WARRANTIES
9.1By Each Party. Each Party hereby represents and warrants totttee Party as of the Effective Date as follows:

(a) Corporate ExistenceSuch Party is a corporation duly organized, Wakkkisting and in good standing under the lawthef
jurisdiction in which it is incorporatel

(b) Authorization and Enforcement of ObligatiarfSuch Party (a) has the corporate power and atytlaord the legal right to enter
into this Agreement and to perform its obligatitreseunder and (b) has taken all necessary corpactiten on its part to authorize the
execution and delivery of this Agreement and thégpmance of its obligations hereunder. This Agreatrhas been duly executed and
delivered on behalf of such Party, and constitatiegal, valid, binding obligation, enforceable iagasuch Party in accordance with its terms.
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(c) Consents All necessary consents, approvals and authasizaf all governmental authorities and other Ressequired to be
obtained by such Party in connection with its perfance of this Agreement have been obtained.

(d) No Conflict. The execution and delivery of this Agreement tredperformance of such Party’s obligations hereua) do not
conflict with or violate any requirement of Appllzi@ Laws and (b) do not conflict with, or constiwt default under, any material contractual
obligation of such Party.

9.2By Merrimack . Merrimack warrants that (a) the Bulk Product Ebaldeveloped materially in accordance with theddgpment
Plan, (b) it is the lawful owner or licensee of ttieensed Technology, (c) no equipment, suppliasilify, funds or trade secret information of
any Third Party (unless Merrimack has obtainedigefit rights thereto) have been or will be usedvsrrimack in carrying out the duties
Merrimack contemplated by this Agreement, (d) nad Party shall have any claim on or interest ia Bulk Product, and (e) to the best of
Merrimack’s knowledge as of the Effective Date, Ntaack’s manufacture and supply of Bulk Produca@tordance with this Agreement will
not infringe any Third Party intellectual properights; provided that Merrimack disclaims all otlepresentations and warranties, whether
express or implied, that the Licensed Technologgnyr Product does not infringe Third Party pateagtits.

9.3By Actavis . Actavis warrants that (a) the Finished Produetldie developed in accordance with the DeveloprRtart and (b) no
equipment, supplies, facility, funds or trade ser®rmation of any Third Party (unless Actavistabtained sufficient rights thereto) have
been or will be used by Actavis in carrying out thaies of Actavis contemplated by this Agreement.

ARTICLE 10
INDEMNIFICATION; INSURANCE; LIMITATION OF LIABILITY

10.1By Actavis . Actavis agrees to defend, indemnify and hold Meaick and its directors, officers, employees, repngatives and
agents harmless from and against any and all dostgs, liability and expenses (including reastmatiorney’s fees) (“ Lossésresulting
from claims made by any Third Party to the extetdting to or arising out of (a) Actavis’ Developmié\ctivities or performance of its
obligations under this Agreement, (b) the developtn@anufacture, marketing, distribution or saléofducts by Actavis, including Third
Party claims that the development, manufactureketing, distribution or sale of Products infringasy Third Party patent rights and Third
Party claims based on personal injury, death opgnty damage arising from the development, manufactnarketing, distribution or sale of
any Product, (c) a breach of any obligation, coménaarranty or representation by Actavis contaimmethis Agreement, or (d) any negligent or
intentionally wrongful act or omission of Actavisits directors, officers, employees, represengstior agents, in each case except to the exte
to, or for matters for, which Merrimack would be&uéred to indemnify Actavis under Section 10.2 kelo
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10.2By Merrimack . Merrimack agrees to defend, indemnify and holtbiis and its directors, officers, employees, repngatives and
agents harmless from and against any and all Laesetting from claims made by any Third Partyhe extent relating to or arising out of
(a) Merrimack’s Development Activities or perforntanof its obligations under this Agreement, (b) alsym that the Licensed Technology
constitutes a misappropriation of any intellectoraiperty or proprietary rights of any Third Pangtyovided that Merrimack does not defend,
indemnify or hold Actavis or its directors, offisgemployees, representatives or agents harmtassclaims that Products infringe Third Party
patent rights, (c) a breach of any obligation, card, warranty or representation by Merrimack cioetz in this Agreement, or (d) any
negligent or intentionally wrongful act or omissiohMerrimack or its directors, officers, employes=presentatives or agents, in each case
except to the extent to, or for matters for, whiatiavis would be required to indemnify Merrimackden Section 10.1 above.

10.3Procedures for Control of Third Party Claims . The Party entitled to make a claim for indemmifion under this Article 10 shall
be referred to as the “ Indemnified Pargnd the Party required to indemnify such clairalsbe referred to as the “ Indemnifying Partyn
order for an Indemnified Party to be entitled tg amdemnification provided for under this Agreemamtespect of, arising out of or involving
claim or demand, made by any Third Party agairestiidemnified Party (a “ Third Party Claity) such Indemnified Party must notify the
Indemnifying Party in writing of the Third Party & within [**] days after receipt by such Indemei Party of written notice of the Third
Party Claim; provided, however, that failure toeggsuch notification shall not affect the indemrafion provided hereunder except to the ex
the Indemnifying Party shall have been actuallyarially prejudiced as a result of such failurea [Third Party Claim is made against an
Indemnified Party, the Indemnifying Party shalldyitled to participate in the defense thereof apdn notice to the Indemnified Party, to
assume the defense thereof; provided that (i)ritderhnifying Party’s counsel is reasonably satisfigcto the Indemnified Party and (ii) the
Indemnifying Party shall thereafter consult witle indemnified Party upon the Indemnified Partyas@nable request for such consultation
from time to time with respect to such suit, actirproceeding. If the Indemnifying Party assumeshadefense, the Indemnified Party shall
have the right (but not the duty) to participatéha defense thereof and to employ counsel, attsexpense, separate from the counsel
employed by the Indemnifying Party. The IndemnifyParty shall be liable for the fees and expentesunsel employed by the Indemnified
Party for any period during which the IndemnifyiRgrty has not assumed the defense thereof, binndeennifying Party shall not be liable to
the Indemnified Party for any legal expenses sulseity incurred by the Indemnified Party in conm@ttwith the defense thereof. Whether or
not the Indemnifying Party defends or prosecutgsTdrird Party Claim, the Parties hereto shall coapeein the defense or prosecution thereof
Such cooperation shall include the retention apaiiithe Indemnifying Party’s request) the providiothe Indemnifying Party of records and
information which are reasonably relevant to sublrdrParty Claim, and making employees or any othéemnified Party available on a
mutually convenient basis to provide additionabmfation and explanation of any material providecelinder. Whether or not the
Indemnifying Party shall have assumed the defehsaeltird Party Claim, the Indemnified Party shadt admit any liability with respect to, or
settle, compromise or discharge, such Third Pal@ynCwithout the Indemnifying Partg’prior written consent, which shall not be unreaddy
withheld. The Indemnifying Party shall be entittedsettle a Third Party Claim so long as sucheamitint does not impose any obligation or
burden (including loss of goodwill) on the Indenieif Party. For the avoidance of doubt, an agreeimgttie Indemnifying Party to a Product
launch date as part of a settlement to a ThirdyR2lgim does not impose an obligation or burdethenindemnified Party.
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10.4Insurance . For the Term and for a period of [**] years thegter, each Party agrees to obtain and maintairpoeinensive general
liability insurance, including Products Liabilitiodily Injury and Property Damage Insurance wittoanbined single limit of not less than
$[**] per occurrence and in the aggregate annualfgvided, however, that Actavis can satisfy surdurance requirements through a self-
insurance program. The Merrimack insurance shatlenActavis as an additional insured, and Merrimgtekll have its insurance carrier or
carriers furnish to Actavis certificates that alsurance required under this Agreement is in f@uaeh certificates to indicate any deductible
and/or self-insured retention and the effectiveirtion dates of the policies, and such certifisatestipulate that Actavis shall be given [**]
days written notice of cancellation or non-reneufahe policy.

10.5LIMITATION OF LIABILITY . NOTWITHSTANDING ANYTHING TO THE CONTRARY IN THISAGREEMENT, EXCEPT
WITH RESPECT TO A BREACH OF ARTICLE 8, A PARTY'S RRINGEMENT OF THE OTHER PARTY'S INTELLECTUAL
PROPERTY AND/OR PROPRIETARY RIGHTS AND THIRD PARTGLAIMS SUBJECT TO THE INDEMNIFICATION OBLIGATIONS
SET FORTH IN THIS ARTICLE 10, NEITHER PARTY SHALLBLIABLE TO THE OTHER PARTY FOR ANY CONSEQUENTIAL,
INCIDENTAL OR INDIRECT DAMAGES, INCLUDING FOR LOSTPROFITS, OR LOSS OF OPPORTUNITY OR USE OF ANY KIND
SUFFERED BY THE OTHER PARTY, WHETHER IN CONTRACTORT OR OTHERWISE.

ARTICLE 11
TERM AND TERMINATION

11.1Term . This Agreement shall become effective on the @&iffe Date. Unless sooner terminated in accordariitethis Agreement,
the term of this Agreement shall expire with resge@ach Product, ten (10) years after Actavistfsale of the applicable Product in the
Territory (the “Initial Term"), and shall automatically renew for additionabt(2) year periods (each a “ Renewal T&fmanless notice not to
renew is delivered at least eighteen (18) montlws o the end of the then current term (the Ihifiarm and the Renewal Terms collectively
herein referred to as the “ Tefn

11.2Termination for Breach . Either Party may terminate this Agreement witlitten notice to the other Party at any time dutimg
term of this Agreement if the other Party is in en&l breach of any term of this Agreement, andriwcured such breach within [**] days
after written notice requesting cure of the breasttept that in the case of a Supply Deficiency dugs not result from Force Majeure,
Merrimack shall have [**] days after written notite cure such breach.

11.3Termination for Insolvency or Bankruptcy . This Agreement may be terminated prior to theiraxijon of its Term upon written
notice by either Party: (i) in the event that thieep Party hereto shall (1) apply for or conserthtbappointment of, or the taking of possession
by, a receiver, custodian, trustee or liquidatoitslf or of all or a substantial part of
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its property, (2) make a general assignment fob#reefit of its creditors, (3) commence a voluntzage under the U.S. Bankruptcy Code (or
foreign equivalent), as now or hereafter in eff¢ioe “ Bankruptcy Cod#), (4) file a petition seeking to take advantadgawy law (the “
Bankruptcy Laws) relating to bankruptcy, insolvency, reorganipati winding-up, or composition or readjustment ebts, (5) fail to
controvert in a timely and appropriate manner,cguéesce in writing to, any petition filed agaiitsn any involuntary case under the
Bankruptcy Code, or (6) take any corporate actortfe purpose of effecting any of the foregoing(id if a proceeding or case shall be
commenced against the other Party hereto in angt obsompetent jurisdiction, seeking (1) its lidation, reorganization, dissolution or
winding-up, or the composition or readjustmenttsfdebts, (2) the appointment of a trustee, recetustodian, liquidator or the like of the
Party or of all or any substantial part of its asser (3) similar relief under any Bankruptcy Laws an order, judgment or decree approving
any of the foregoing shall be entered and contimstayed for a period of sixty (60) days; or areoffdr relief against the other Party hereto
shall be entered in an involuntary case under #rakBiptcy Code.

11.4Termination for Convenience. Actavis may terminate this Agreement, on nin&@) (days’ written notice to Merrimack, in the
event (i) it reasonably determines that the furtf@relopment or sale of the Product has becomeitedly or commercially nowdable, (i) any
Intellectual Property of any Third Party is infridy misappropriated or otherwise violated by theufecture, import, use, sale or distribution
of the Product, and such rights are not violatethieysale of other Competing Products, (iii) its@aably determines that there is an
unacceptable risk from a product liability perspestand such risks are not present in other Coimgp&roducts, or (iv) any regulatory
authority in the Territory requires the cessatiboroa material change in the Product.

11.5Effect of Expiration or Termination . Upon expiration or termination of this Agreemeahg Parties shall have the following rights
and remedies:

(a) In the event Actavis terminates this Agreenmmsuant to Section 11.4 or Merrimack terminatés Algreement pursuant to
Section 11.2 or 11.3, Actavis shall (i) reimburserimack for all Development Activities conducteteathe Effective Date that were
completed or are in progress as of the date ofgtaotice of such termination, in accordance vifth prorated part of the Development
Activities performed up to the date of Actavis’ iwetof termination, including any FTE Costs and-OisPocket Expenses incurred in the
conduct of such Development Activities, to the exsuch amount exceeds the amount previously pditerrimack pursuant to Section 2.2
(i) at Merrimack’s request, transfer to Merrimaalkregulatory filings, correspondence, documentatdata and safety databases for Product:
and all contracts between Actavis and Third Palitarfid finish manufacturers of Finished Productd &iii) grant to Merrimack a fully paid-up,
non-royalty-bearing, perpetual, nexelusive license, with the right to grant subliees, under any patents and other intellectual pryppe/nec
or controlled by Actavis and necessary or usefutie development, manufacture, use, offer for, s&lke or importation of Products in the
Territory.

(b) In the event this Agreement expires or terngadbr any reason, all of Actavis’ rights and liserin and to the Licensed
Technology shall terminate.
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(c) In the event (i) this Agreement expires or tmates due to an election by Actavis pursuant wi&e 11.1 not to renew or
Merrimack terminates this Agreement pursuant tdi&ed 1.2 or 11.3, then the restrictions on Actansl its Affiliates in Section 2.6 shall be
extended to survive for a period of [**] years afseich expiration or termination or (ii) this Agmeent expires or terminates due to an election
by Merrimack pursuant to Section 11.1 not to remevixctavis terminates this Agreement pursuant @iSe 11.2 or 11.3, then the restrictions
on Merrimack and its Affiliates in Section 2.6 dHz# extended to survive for a period of [**] yeafter such expiration or termination, but in
either event such restrictions shall not applyrtp Additional Products.

(d) Articles 6 and 10 and Sections 4.9, 4.10,8.4,11.5, 12.4,12.6, 12.8, 12.9, 12.10 and 1&hbH survive expiration or
termination of this Agreement. In addition, unlesiserwise expressly set forth herein, no expiratiotermination of this Agreement shall have
any effect on any other obligation or representasiod warranty under this Agreement arising pasuch expiration or termination.

ARTICLE 12
MISCELLANEOUS

12.1Independent Supplier Status. It is expressly agreed and understood that Macknincluding its employees and/or subcontractors
is performing services under this Agreement asidapendent supplier for Actavis and neither Merdknaor any of its employees or
subcontractors is an employee or agent of Actalidiability to the persons actually providing s&ces under this Agreement or related to the
providing of such services, to Merrimack, includimgt not limited to payment of wages or other congag¢ion, withholding of taxes and sim
charges related to such wages or other compensatidnwvorker's compensation, shall be the solearsipility of Merrimack.

12.2Expenses Except as otherwise expressly provided hereich @arty to this Agreement shall pay its own expsris connection
with the negotiation of this Agreement, the perfanoe of its obligations hereunder, and the consuiomaf the transactions contemplated
herein.

12.3Amendment; Maodification . No amendment, modification or supplement of armvision of this Agreement shall be valid or
effective unless made in writing and signed by kg duthorized officer of each Party.

12.4Waiver . No provision of this Agreement shall be waivedamy act, omission, course of dealing or knowlealge Party or its
agents except by an instrument in writing expressiving such provision and signed by a duly autteat officer of the waiving Party.

12.5Force Majeure . Except as to payments required under this Agregnfeany default or delay occurs which preventsnaterially
impairs a Party’s performance and is due to a chegend the Partg'reasonable control, and provided that the detaudelay is not caused
or the fault of such Party (* Force Majelijeincluding but not limited to a shortage of miaés, an act of God, flood, fire, explosion,
earthquake, casualty, accident, war, revolution| commotion, blockade or embargo, injunction, Ja&oclamation, order,
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regulation or governmental demand, the affectetyaall promptly notify the Party in writing of ei cause and shall exercise Commercially
Reasonable Efforts to resume performance undeAtiisement as soon as possible. Neither Partybwillable to the other Party for any loss
or damage due to such cause, and the Term with@etxtended thereby. Neither Party may terminaseAgreement because of such default o
delay except upon thirty (30) days’ prior writtegtice to the other Party if the default or delag kaisted for five (5) months and is continuing
at the end of the thirty (30) day notice period.

12.6Notices. All notices to be given hereunder shall be intiwg, shall be effective when received, and shaltiblivered personally, by
facsimile or other electronic transmission (recemtfied), mailed by registered or certified m@#turn receipt requested), postage prepaid, o
sent by express courier service, to the Partigseafbllowing addresses (or at such other addi@sa Party as shall be specified by like notice,
also effective only upon receipt thereof):

Notices to Actavis: with a copy tc:
Watson Laboratories, In Actavis, Inc.

Morris Corporate Center |

400 Interpace Parkway, Bldg.
Parsippany, New Jersey 07C
Attention: VP Business Developme

Notices to Merrimacl:

Merrimack Pharmaceuticals, Ir
One Kendall Square, Suite B72
Cambridge, Massachusetts 02:
Attention: President, Merrimack

Morris Corporate Center |
400 Interpace Parkway, Bldg.
Parsippany, New Jersey 07C
Attention: General Couns

with a copy tc:

Merrimack Pharmaceuticals, Ir
One Kendall Square, Suite B72
Cambridge, Massachusetts 02:
Attention: General Counsel

Healthcare Solution

12.7Assignment. This Agreement and all of the provisions herdwflisbe binding upon and inure to the benefit & Barties hereto and
their respective successors and permitted asdigither Party may assign any of its rights, lialg or obligations hereunder without the prior
written consent of the other Party and any assigrinvéhout such consent shall be void. Notwithstagdanything to the contrary in this
Section, either Party may assign all or certaiitsofights, liabilities and obligations hereunddthsut the consent of the other Party to any ¢
Affiliates or in connection with a sale of all arlsstantially all of any Product or the busines#/ich this Agreement relates; it being
understood that Actavis currently intends to conde non-U.S. aspects of this Agreement througlffiliate, Actavis Group PTC ehf.

12.8No Strict Construction . The language used in this Agreement shall be ddeémbe the language chosen by the Parties hereto
express their mutual intent, and no rule of starstruction shall be applied against either Party.

12.9Complete Agreement This Agreement, together with all Exhibits attedthereto, contains the complete agreement betilieen
Parties and supersedes any prior understandingsragnts or representations by or between theeBaviritten or oral, which may have
related to the subject matter hereof in any way.
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12.10Governing Law . The laws (without regard to the conflicts of lpvevisions) of the State of Delaware shall govdrgaestions
concerning the construction, validity and interptigin of this Agreement and the performance ofothlegations imposed by this Agreement.

12.11Counterparts . This Agreement may be executed in one or moreteoparts, each of which shall be deemed to beigmal, and
all of which shall be considered one and the sarslment.

12.12Severability . If any provision of this Agreement shall be hildalid, illegal or unenforceable, the validitygkdity or
unenforceability of the other provisions of thisrAgment shall not be affected thereby, and theak Is deemed substituted for the provision
at issue a valid, legal and enforceable provis®gimilar as possible to the provision at issue.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, this Agreement is executed as of the dates writatow.

WATSON LABORATORIES INC . MERRIMACK PHARMACEUTICALS, INC
By:  /s/ Sigurdur O. Olafsson By:  /s/ Robert J. Mulroy

Name Sigurdur O. Olafsson Name Robert J. Mulroy

Title: President, Actavis Pharma Title: President + CEO

Date: Nov. 25, 2018 Date: November 25, 201
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EXHIBIT A
DEVELOPMENT PLAN / RESPONSIBILITIES MATRIX

Merrimack will be responsible to use commerciatlpsonable efforts to complete all activities relatethe development of the Bulk Product
and certain activities related to the Finished Bobdas identified below or in the Responsibilitatvix. Merrimack’s responsibilities will
include:

[*]

Actavis will be responsible to use commerciallys@zable efforts to complete all activities for thanufacture of the Finished Product and
certain activities related to the development effimished Product, as identified below or in tlesponsibility Matrix. Actavis responsibilities,
some or all of which may be performed by a CMO| imitlude:

[**]
Notwithstanding the foregoing, Actavis may requbst Merrimack perform [**].

Merrimack will supply Bulk Product to Actavis fané purpose of ex-U.S. development, regulatory amangercialization activities. Other than
providing data and support for Actavis’ ex-U.S.idgties on a to be agreed upon basis, Merrimack slaze no other responsibilities outside
the United States. Actavis shall be responsiblefgrand all clinical development, regulatory, Bived Product manufacturing and commercia
activities outside the United States, and all eslatosts



Responsibilities Matrix

Activity Actavis Merrimack
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[-k*] [**] [**]
[-k*] [**] [**]
[-k*] [**] [**]
[-k*] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[-k*] [**] [**]
[-k*] [**] [**]
[-k*] [**] [**]
[-k*] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[-k*] [**] [**]
[-k*] [**] [**]
[-k*] [**] [**]
[-k*] [**] [**]
[**] [**] [**]
[**] [**]
[**] [**] [**]
[**] [**] [**]
[-k*] [**] [**]
[-k*] [**] [**]
[-k*] [**] [**]
[-k*] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[-k*] [**] [**]

* For “Assist” activities, the Party will bear itavn costs (subject, in the case of Merrimack, imbeirsement as and to the extent set

forth in Section 2.2(ii))
** If the Parties agree this will be a Delegatedi®ity, Merrimack will assume primary responsibjliand will charge Actavis the
Additional Costs incurred in performing such adtiv
*kk Each Party shall have primary responsibility toradd deficiencies related to their earlier actgil

Fhkx With any costs from outside vendors (e.g., Althegihg paid directly by Actavis or handled as an ifiddal Cost.

**xxk - Merrimack shall be solely responsible for thainical study budget for the agreed upon clinjwadtocol, provided the total cost is not
more than [**]% of the cost of the current clinigaiotocol. If the Parties agree to move ahead witbvised protocol that exceeds suct
amount, the Parties shall share the costs aboVve[s(J% amount in the same proportion as they wliare Net Profits (i.e., [**]%
Actavis / [**]% Merrimack). The Party incurring shicosts shall invoice the other Party for the ofherty’s share of that cost, and the
other Party shall pay such invoices within [**] dagfter its receipt of that invoic
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EXHIBIT B
INITIAL FTE RATES
Additional Product Program (excluding Section 2)B($[**]
Regulatory Affairs: $[**]
Quality Assurance: $[**]
Quality Control: $[**]

Manufacturing: $[**]



EXHIBIT C
MILESTONE PAYMENTS

Actavis shall make Milestone Payments to Merrimiacticcordance with the following:

. USD $2,000,000 upon the Parties’ agreemenherutS. clinical protocol and clinical program (e notwithstanding Section 2.2, shall
be payable within [**] days)

[**] .



EXHIBIT D
COMMERCIAL SUPPLY PRICE

Assuming a production level of approximately [*] Bulk Product per year, the Commercial Supply @igcestimated to be between $[**] and
$[**] per gram.

Commercial Supply Price is comprised of:
+ Direct Costt
[*]
» Allocated Overhead, which shall not include (a)ts@nd charges related to or occasioned by unusedfacturing capacity; (b) tl

manufacture of other products at such Party’sifas!t (c) amortization of property, plant or equignt not specifically related to
manufacturing of Product; and (d) any allocatiogefieral corporate overhe

(]

Facility and QC lab overhead allocated based onbreuraf weeks used for manufacture of Bulk Prodwet ¢**] weeks.



EXHIBIT E

BULK PRODUCT SPECIFICATIONS

Test Method Reference  Specification*
Quality
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
Strength
[**] [**] [**]
[**] [**] [**]
Purity
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
Identity
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]
[**] [**] [**]

* Or as otherwise agreed by the Part



EXHIBIT F
INITIAL PRESS RELEASE
Merrimack and Actavis Announce Nanotechnology Collaoration
Leverages Merrimack’s Nanotechnology Platform and@ertise to Develop Specialty Pharmaceuticals

CAMBRIDGE, MASS. and DUBLIN—(Globe Newswire)—[Dated013—Merrimack Pharmaceuticals, Inc. (NASDAQ: MRCa
biopharmaceutical company discovering, developimd) @eparing to commercialize innovative medicipased with companion diagnostics
for the treatment of cancer, and Actavis plc, dglpintegrated specialty pharmaceutical compagay announced that the companies have
entered into a collaboration agreement. Under ¢ineeanent, Merrimack will utilize its proprietaryn@iposomal technology platform to
develop and manufacture various pharmaceuticalystsdor Actavis to commercialize around the world.

“This opportunity further validates Merrimack’s rdiposomal technology platform, which we have usedevelop MM-398 and MM-302, as
well as other preclinical programs,” stated [Nami#le] at Merrimack. Under this collaboration, we are able to advaneedttvelopment of ol
commercial infrastructure and utilize our manufaiciy capacity to generate upside revenue oppoitsniv help fund our core R&D programs.
Actavis is a dynamic company with significant exjser marketing specialty products around the glabé, we think they will be a great
partner.”

Under the terms of the agreement, Merrimack istdégo receive up to $15.5 million, including $21Gllion upfront and the remainder in
committed near-term funding and development, regafaand commercial milestone payments relatetieditst product to come out of the
collaboration. In addition, Merrimack will receigedouble-digit share of profits on future globdkeseaof any commercialized products derived
from the collaboration. Merrimack will be resporsifor manufacturing bulk product at its Cambridiygss. nanoliposomal manufacturing
facility.

“We are pleased to enter this agreement with Medknaad take advantage of their expertise in nanstimal development and manufactur
capabilities,” stated Sigurdur O. Olafsson, Prasiedé Actavis Pharma. “We are excited to be workivith them and their technology and
believe that together we can help meet the needat@nts around the world.”

About Merrimack

Merrimack is a biopharmaceutical company discogriteveloping and preparing to commercialize intiseamedicines paired with
companion diagnostics for the treatment of canderrimack applies its systems biology-based apgrdadiomedical research throughout the
research and development process. Merrimack clyreas six oncology therapeutics in clinical deysient.



About Actavis

Actavis plc (NYSE: ACT) is a global, integrated sjadty pharmaceutical company focused on develgpimnufacturing and distributing
generic, brand and biosimilar products. Actavis ¢labal headquarters in Dublin, Ireland and U.Sniadstrative headquarters in Parsippany,
New Jersey, USA

Actavis Pharma markets generic, branded genegagclebrands and Over-the-Counter (OTC) producitsare than 60 countries. Actavis
Specialty Brands is a global branded specialty phaeutical business focused principally in the bggland Women'’s Health therapeutic
categories, as well as Gastroenterology and DetagptoActavis Specialty Brands also has a portfofidive biosimilar products in
development in Women'’s Health and Oncology. Act&isbal Operations has more than 30 manufactunirabdistribution facilities around
the world, and includes Anda, Inc., a U.S. pharratical product distributor.

For press release and other company informatiait, Actavis’ Web site at http://www.actavis.com

Forward-looking statements

To the extent that statements contained in thissprelease are not descriptions of historical fdltsy are forwardeoking statements reflectir
the current beliefs and expectations of managemeaude pursuant to the safe harbor provisions oPthate Securities Litigation Reform Act
of 1995, as amended.

Forward-looking statements include any statememtsiaMerrimack’s strategy, future operations, fattinancial position and future
expectations and plans and prospects for Merrimeutt,any other statements containing the wordscipate,” “believe,” “estimate,”
“expect,” “intend,” “may,” “plan,” “predict,” “progct,” “target,” “potential,” “will,” “would,” “could,” “should,” “continue,” “hope” and similar
expressions. In this press release, Merrimackigdod-looking statements include statements abauakility to develop and manufacture
products under the collaboration and the receiptrofit share, milestone and other payments urtdeagreement. Such forward-looking
statements involve substantial risks and unceraithat could cause Merrimack’s clinical developtrrograms, future results, performance
or achievements to differ significantly from thasegressed or implied by the forward-looking stateteeSuch risks and uncertainties include,
among others, the uncertainties inherent in th&tion of future clinical trials, availability alata from ongoing clinical trials, expectations for
regulatory approvals, development progress of Meck’s companion diagnostics and other matterscitnaitl affect the availability or
commercial potential of Merrimack’s drug candidategsompanion diagnostics. Merrimack undertakesbimation to update or revise any
forward-looking statements. Forward-looking statataeshould not be relied upon as representing Mewk's views as of any date subsequer
to the date hereof. For a further description efrieks and uncertainties that could cause actsallts to differ from those expressed in these
forward-looking statements, as well as risks ratato Merrimack’s business in general, see theK'Rectors” section of Merrimack’s
Quarterly Report on Form 10-Q filed with the Setiesi and Exchange Commission (SEC) on NovembedB3 2nd other reports Merrimack
files with the SEC.



Statements contained in this press release thatteehon-historical facts are forward-looking staents that reflect Actavis’ current
perspective of existing information as of the dzftéhis release. It is important to note that Actagoals and expectations are not predictior
actual performance. Actual results may differ matlyrfrom Actavis’ current expectations dependimgpn a number of factors, risks and
uncertainties affecting Actavislusiness. These factors include, among otherglitfieulty of predicting the timing and outcome thfe pending
patent litigation; the difficulty of predicting thteming or outcome of product development effoitisjuding FDA and other regulatory agency
approvals and actions, if any; the impact of coiitigetproducts and pricing; the timing and sucaoefssroduct launches; difficulties or delay:
manufacturing; the availability and pricing of thiparty sourced products and materials; successfupliance with FDA and other
governmental regulations applicable to Actavis’ &ndhird party manufacturers’ facilities, prodsieind/or businesses; changes in the laws ar
regulations; and such other risks and uncertaintéailed in Actavis’ periodic public filings witlhe SEC, including but not limited to Actavis,
Inc.’s Annual Report on Form 10-K for the year eth@xcember 31, 2012 (as revised pursuant to A¢tladgss Current Report on Form 8-K
dated as of June 17, 2013, which was filed withSR€ on June 18, 2013) and Quarterly Reports omA®-Q for the periods ended

March 31, 2013, June 30, 2013 and September 3@, 20t Actavis plc’s Quarterly Report on Form 1@e®the period ended September 30,
2013. Except as expressly required by law, Actdigslaims any intent or obligation to update thieseard-looking statements. Statements in
this press release attributed to Merrimack Pharotarads, Inc. or its representatives reflect thems of Merrimack Pharmaceuticals, Inc. alone
and should not be considered or construed as statsrof Actavis plc.
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* wholly owned

SUBSIDIARIES OF THE REGISTRANT

Name
Merrimack Pharmaceuticals (Bermuda) Lt
Merrimack Pharmaceuticals UK Limitet

Silver Creek Pharmaceuticals, |

Jurisdiction of Incorporation

Bermuda
UK

Delaware

Exhibit 21.1



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtiee Registration Statements on Forms S-3 (188:1386369) and

S-8 (Nos. 333-180996 and 333-186370) of Merrimae&rmaceuticals, Inc. of our report dated March®4,£Lrelating to the financial
statements, which appears in this Form 10-K.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
March 4, 2014



Exhibit 31.1
CERTIFICATIONS
[, Robert J. Mulroy, certify that:
1. I have reviewed this Annual Report on Form 16fHlerrimack Pharmaceuticals, Inc.;

2. Based on my knowledge, this report does notadorany untrue statement of a material fact or endttate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, niatadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c¢) Evaluated the effectiveness of the registragisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coueyehis report based on such
evaluation; and

d) Disclosed in this report any change in the teghid's internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invadweaanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Date: March 4, 2014 /s/ Robert J. Mulroy
Robert J. Mulroy
President and Chief Executive Offic
(Principal Executive Officer




Exhibit 31.2
CERTIFICATIONS
[, William A. Sullivan, certify that:
1. I have reviewed this Annual Report on Form 16fHlerrimack Pharmaceuticals, Inc.;

2. Based on my knowledge, this report does notadorany untrue statement of a material fact or endttate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, niatadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c¢) Evaluated the effectiveness of the registragisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coueyehis report based on such
evaluation; and

d) Disclosed in this report any change in the teghid's internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invadweaanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Date: March 4, 2014 /s/ William A. Sullivan
William A. Sullivan
Chief Financial Officer and Treasut
(Principal Financial Officer




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 on Form 10{fMerrimack Pharmaceuticals, Inc. (the “Company) the period ended
December 31, 2013 as filed with the Securitiesxethange Commission on the date hereof (the “R8pthie undersigned, Robert J. Mulroy,
President and Chief Executive Officer of the Compédrereby certifies, pursuant to 18 U.S.C. Secti8b0, that to his knowledge:

(1) the Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgwAct of 1934; and

(2) the information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the
Company.

Date: March 4, 2014 /s/ Robert J. Mulroy
Robert J. Mulroy
President and Chief Executive Offic
(Principal Executive Officer




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 on Form 10{fMerrimack Pharmaceuticals, Inc. (the “Company) the period ended
December 31, 2013 as filed with the Securitiesxethange Commission on the date hereof (the “R8pthie undersigned, William A.
Sullivan, Chief Financial Officer and Treasureititd Company, hereby certifies, pursuant to 18 U.Sdction 1350, that to his knowledge:

(1) the Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgwAct of 1934; and

(2) the information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the
Company.

Date: March 4, 2014 /s/ William A. Sullivan
William A. Sullivan
Chief Financial Officer and Treasut
(Principal Financial Officer




