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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

4| ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2010
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934.
For the transition period from to

Commission File Number 000-23186
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The number of shares of Common Stock, par valuk, $f0the Registrant outstanding as of March 7,1204s
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ITEM 1. BUSINESS
Forward-Looking Statements

This report includes forward-looking statementspdmticular, statements about our expectationgefiseplans,
objectives or assumptions of future events or perémce are contained or incorporated by referamtieis report.
We have based these forward-looking statementsipnuwrent expectations about future events. Whéeoelieve
these expectations are reasonable, forward-loaitetgments are inherently subject to risks andrteioges, many
of which are beyond our control. Our actual resoitg/ differ materially from those suggested by ¢hesward-
looking statements for various reasons; includivasé discussed in this report under the headingk‘Ractors.”
Given these risks and uncertainties, you are caetimot to place undue reliance on forward-loolitagements.
The forward-looking statements included in thisot@re made only as of the date hereof. We dandértake and
specifically decline any obligation to update afiyh@se statements or to publicly announce thdteestiany
revisions to any forward looking statements toagffuture events or developments. When used ingghert, unless
otherwise indicated, “we,” “our,” “us,” the “Compghand “BioCryst” refers to BioCryst Pharmaceutigalinc.

Our Business

We are a biotechnology company that designs, opgisnand develops novel drugs that block key enzymes
involved in therapeutic areas of interest to usaarof interest are determined primarily by therstfic discoveries
and the potential advantages that our experienaegidiscovery group develops in the laboratory glatith the
potential commercial opportunity of these discosgriWe integrate the disciplines of biology, criystaaphy,
medicinal chemistry and computer modeling to digcand develop small molecule pharmaceuticals tirabe
process known as structure-based drug design.

Structure-based drug design is a drug discoveryoagp by which we design synthetic compounds from
detailed structural knowledge of the active sitesrzyme targets associated with particular diseaste use X-ray
crystallography, computer modeling of moleculaustiures and advanced chemistry techniques to foctlse
three-dimensional molecular structure and actiteectiaracteristics of the enzymes that controutaailbiology.
Enzymes are proteins that act as catalysts for mialybiological reactions. Our goal generallyasdesign a
compound that will fit in the active site of an gne and thereby interfere with the progressioniséase. We
currently have three principal products:

< Peramivir, a neuraminidase inhibitor for the pat@rtteatment of influenze
« BCX4208, a next generation purine nucleoside phoryidise “PNF") inhibitor for gout; anc

» Forodesine, a PNP inhibitor for cutaneous ITgmphoma (“CTCL”") and chronic lymphocytic leukéan
(HCLLH).

In addition to our principal products, we invesomr drug discovery team and retain exclusive sdbtother
compounds in a number of therapeutic areas. Traspaunds are currently in podinical development and inclu
potent inhibitors of parainfluenza hemagglutiniauraminidase, influenza neuraminidase, hepatit\N®@
polymerase, JAK inhibitors, plasma kallikrein amtfitional PNP inhibitors. We will continue to evate and test
these compounds to determine which should be tidrarard into clinical testing.

We are a Delaware corporation originally founded®86. Our headquarters are in North Carolina 8645
Emperor Blvd., Suite 200, Durham, North Carolin@@3 where the telephone number is (919) 859-1302. O
Alabama office is located at 2190 Parkway Lake BrBirmingham, Alabama 35244, where the telephamaber
is (205) 444-4600-or more information about us, please visit our sitebat www.biocryst.com. The information
our website is not incorporated into tForm 1(-K.
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Recent Corporate Highlights

Peramivir

Collaborative Agreements In January 2007, the U.S. Department of Healthtdmman Services (“HHS")
awarded us a $102.6 million, four-year contracttfier advanced development of peramivir for thettneat of
influenza. During 2009, peramivir clinical developm shifted to focus on intravenous delivery aredtteatment of
hospitalized patients. To support this focus, a&aper 2009 contract modification was awarded terakthe
intravenous (“i.v.”) peramivir program by 12 montsd to increase funding by $77.2 million. On Felby24,
2011, we announced that HHS had awarded us ar@audi$55.0 million contract modification, intendexfund
completion of the Phase 3 development of i.v. péraufor the treatment of patients hospitalizedwinhfluenza.
This contract modification brings the total awaraini HHS to $234.8 million and extends the conttaan by
24 months through December 31, 2013, providing ifugn¢hrough completion of Phase 3 and the filing afew
drug application (“NDA") to seek regulatory approfer i.v. peramivir in the U.S.

In February 2007, we established a collaboratilegicmship with Shionogi & Co., Ltd. (“Shionogi"pf the
development and commercialization of peramivirapah. In January 2010, Shionogi received marketim
manufacturing approval for i.v. peramivir in Japangd we received a third and final regulatory ntdas payment «
$7.0 million in January 2010 as a result of thiprapal. We may receive future commercial event shdae
payments of up to $95.0 million from Shionogi. Stagi has commercially launched peramivir under the
commercial name RAPIACTARin Japan. Shionogi has received the indicatiorsngfle dose administration of
300 mg i.v. peramivir for adult uncomplicated sewdonfluenza infection, as well as single and fipldtdose
administration of 600 mg i.v. peramivir for the igats at high-risk for complications associatedhwiiifluenza.
Shionogi is authorized to supply peramivir as €itn800 mg i.v. bag or a 150 mg vial for i.v. dimfusion.

On October 27, 2010, we announced that Shionogréaelved approval of an additional indication dise of
i.v. peramivir to treat children and infants witlfluenza in Japan. Shionogi has stated that ihdgeo secure an
adequate supply of RAPIACTAto treat approximately one million people during tipcoming influenza season,
and that it is taking steps to ensure its manufagjicapability and a stable supply to meet urgkmhands.

On March 9, 2011, we announced that we had conthie®30.0 million financing transaction to monetize
certain future royalty and milestone payments umdedicense agreement (the “Shionogi Agreementth w
Shionogi, pursuant to which Shionogi licensed fregrthe rights to market peramivir in Japan andpjroved for
commercial sale, Taiwan.

As part of the transaction, we transferred to JBRaRy Sub LLC (“Royalty Sub”), our newly-formed why-
owned subsidiary, certain rights under the Shioggeement, including the right to receive futuogalty and
milestone payments under the Shionogi Agreemenpaksof the transaction, we also transferred tgaRyp Sub the
right to receive payments under a new Japanes&gadllar foreign currency hedge arrangement theaput into
place in connection with the transaction. Our dmlation with Shionogi remains unchanged as atre$tihe
transaction.

As part of the transaction, Royalty Sub issued $3fillion in aggregate principal amount of its PhéR
Senior Secured 14.0% Notes due 2020 (the “PhaRM#&<pin a private placement exempt from registrationean
the Securities Act of 1933, as amended (the “Stesarct”). The PhaRMA Notes bear an interest odit#4.0%,
with interest payable annually on September 1siaech year, beginning September 1, 2011, and ciintidegal
maturity date. The royalty and milestone paymehtmy, that Royalty Sub will be entitled to receiunder the
license agreement with Shionogi, together with payyments made under the currency hedge arrangemefitinds
that may be available from certain accounts of Rgy&ub (including an interest reserve account), lvé the
principal source of payment of principal of, antehest and any premium on, the PhaRMA Notes. TiaRRIA
Notes are secured by a security interest grantéRidyyalty Sub in its rights to receive payments urride Shionog
Agreement and the currency hedge arrangementf, itdl ather assets and a pledge by us of our equityership
interest in Royalty Sub. The PhaRMA Notes are non-
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callable prior to March 9, 2012. On or after Mag;i2012, the PhaRMA Notes may be redeemed at amgyrior tc
maturity, in whole or in part, at the option of Rdty Sub at specified redemption premiums.

The PhaRMA Notes have a final legal maturity of 8&mber 1, 2020. Under the terms of the PhaRMA Notes,
when Shionogi payments (together with any paymeratde under the currency hedge arrangement) recejved
Royalty Sub exceed Royalty Sub’s ongoing expensddtee interest payments due annually on the PhaRIdgt&s,
the excess will be applied to the repayment ofgipial of the PhaRMA Notes until they have been praifdill.
Accordingly, depending on payments from Shiondgg, PhaRMA Notes may fully amortize and be repaidro
the final legal maturity date. We remain entitledéceive any royalties and milestone paymentse@ia sales of
peramivir by Shionogi following repayment of thed®MA Notes. The PhaRMA Notes constitute obligatiohs
Royalty Sub, and are non-recourse to us excepietextent of our pledge of our equity interest ay&ty Sub as
part of the collateral securing the PhaRMA Notdse PhaRMA Notes are not convertible into our equity

We received net proceeds of approximately $23.0anifrom the transaction after transaction cosid a
establishment of a $3.0 million interest reserveoaat by Royalty Sub which will be available tohebver any
interest shortfalls on the PhaRMA Notes throught&aper 1, 2013.

In connection with the issuance by Royalty SukthefPhaRMA Notes, we entered into a foreign currdrexjge
arrangement to hedge certain risks associatedolvithges in the value of the Japanese yen relatitrest
U.S. dollar. Under the currency hedge arrangenvemtiave the right to purchase dollars and sellatenrate of 10
yen per dollar for which we may be required to pgyremium in each year from 2014 through 2020, igexi/the
currency hedge arrangement remains in effect. Angay of $2.0 million will be required if, on May 18 the
relevant year, the US dollar is worth 100 yen sslas determined in accordance with the currendgene
arrangement. In conjunction with establishing tedde currency arrangement, we will be requirecbst pollateral
to the counterparty, which may cause us to expegi@dditional quarterly volatility in our earnings a result. We
will not be required at any time to post collateateeding the maximum premium payments remainaygliple
under the currency hedge arrangements. In estatgisie hedge, we provided initial funds of approately
$2.0 million to support our potential hedge obligas. Subject to certain obligations we have inneation with the
PhaRMA Notes, we have the right to terminate theericy hedge arrangement with respect to the 2baigh
2020 period by giving notice to the counterpartpipto May 18, 2014 and payment of a $2.0 milliemtination
fee.

On August 16, 2010, we announced that our partmeeisCross Corporation (“Green Cross”) had received
marketing and manufacturing approval from the KorEaod & Drug Administration for i.v. peramivir teeat
patients with influenza A & B viruses, includingneiemic HIN1 and avian influenza. Green Cross reckikie
indication of single dose administration of 300 ivg peramivir. Green Cross intends to launch pérarander the
commercial name PeramiFflin Korea.

Clinical Trials. On January 13, 2011, we announced top-line efalin our completed Phase 3 safety and
virology study of peramivir (“303”). This study was open-label, randomized trial of the anti-vaetivity, safety
and tolerability of i.v. peramivir administeredredt as a once-daily infusion of 600 mg or a twiedydinfusion of
300 mg to 234 adult and adolescent subjects hdigpitawith confirmed or suspected influenza infentiThe
primary endpoint of the study was the change ilu@rfza virus titer in nasopharyngeal samples, nredswy log10
tissue culture infective dose50 (“TCID50"). Fortydf patients who contributed to the primary efficaoalysis had
a positive baseline culture, 20 for the 300 mg éadeaily group and 24 for the 600 mg once-daily grand both
dose regimens were generally safe and well-toldratkee frequency and severity of adverse eventssimaitar in
the two groups, and was consistent with the prafilmfluenza patients hospitalized during the
2009-2010 pandemic. Serious adverse events (“SAEs® reported in 20 percent of patients. Overalitaiity
within 28 days of initial peramivir treatment wag ®ercent; no deaths were attributed to study,dind no safety
signals were identified. The analysis of the corebdiimtent To Treat Infected (“ITTI") population shied median
time to resolution of fever was 25.3 hours; timelinical resolution, 92.0 hours; time to allevaatiof symptoms,
145 hours; and time to resumption of usual acésit26.8 days. Further analyses of the data a@irgngand we wi
submit detailed analyses for presentation at anmpty medical meeting.
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Our ongoing Phase 3 efficacy study of i.v. peram{#801”) is a multicenter, randomized, double-bljn
controlled study to evaluate the efficacy and safét600 mg i.v. peramivir administered once-dddy five days in
addition to standard of care (“SOC"), compared @CSalone, in adults and adolescents who are hdigpifadue to
serious influenza.

BCX4208

In September 2009, we announced the initiation @irgcal study of BCX4208 for the treatment of goQur
first gout clinical trial 201 was a Phase 2, randmd, double-blind, placeboentrolled study to evaluate the effici
and safety of various doses of orally administd8€K4208 in subjects with gout. The trial contairte@ parts: part
one, which was a parallel-group study of multiptsels of BCX4208 randomized against a placebo aridvpa,
which was a sequential-group study of escalatimpd@f BCX4208, randomized against placebo.

On April 28, 2010, we announced positive top-linsuits from a planned interim analysis of part ohthis
clinical study. The study’s primary endpoint was tthange in serum uric acid (“sUA”) concentratiftera21 days
of treatment compared to baseline concentratiar poi treatment. Part one of the study randomifeddut patient
with sUA concentrations greater than or equal teg2dL to placebo or to one of three different doasfeBCX4208
(40 mg, 80 mg, 120 mg) administered once-daily2fbdays. All three doses of BCX4208 demonstrated a
statistically significant reduction in sUA levelsrapared to placebo at day 22. BCX4208 also denetesta
statistically significant difference in the progort of subjects with sUA levels less than 6 mg/dhmpared to
subjects treated with placebo, on day 22. Amonggpts with a baseline SUA concentration below 1@dhgup to
63% showed sUA levels below 6 mg/dL on day 22. B@20&lwas generally safe and well-tolerated at trseslo
evaluated in part one of this study. Reductionsaripheral blood lymphocytes were observed in p&itreated
with BCX4208. Overall, the frequency of adverserggen each of the BCX4208 treatment groups wasperable
to that observed in the placebo group.

We announced on August 5, 2010 that we achieveitiyitop-line results in part two of this clinicaludy.
Part two of the study was designed to sequentialluate the safety and efficacy of up to thredédrigloses
(160 mg, 240 mg and 320 mg once-daily) of BCX4208] included various stopping criteria relateddthtsafety
and efficacy. The primary endpoint of part two luktstudy was the change in SUA concentration a2@a
following 21 days of once-daily treatment, compat@tiaseline SUA concentration prior to treatm&itce all pre-
specified efficacy criteria were met following admstration of the 240 mg dose, the 320 mg dosegveas not
initiated and the study was stopped. Both dos&(X4208 evaluated in part two met the primary eritpof the
study. BCX4208 also demonstrated a statisticafipificant difference in the proportion of subjeatsh SUA levels
less than 6 mg/dL, compared to subjects treatel plétcebo, on day 22. Overall, the frequency ofaskr events in
each of the BCX4208 treatment groups was compatalileat observed in the placebo group. Additicrtatiies
designed to evaluate longer-term exposure are ddedarther define the safety and tolerability fijeoof
BCX4208.

Detailed results from this clinical study were gneted at the American College of Rheumatology mgeti
Atlanta, Georgia on November 8, 2010. The postackmed that BCX4208 doses administered at 40130, 160
and 240 mg once-daily monotherapy rapidly and ficamtly reduced sUA in patients with gout. BCX4208s
generally safe and well-tolerated at all dosesuatel in the study.

Additionally, on June 1, 2010, we announced thatwgee initiating a second Phase 2 study of BCX4208
patients with gout. The study was designed to exalthe urate-lowering activity and safety of sal’/doses of
BCX4208 alone and in combination with selected dadeallopurinol administered once-daily. On Sepienl6,
2010, we announced positive top-line results frore $tudy. A dose-response was demonstrated farGX4208
and allopurinol, and the combination of BCX4208 atidpurinol was shown to be superior to eithermgdalone in
sUA reduction. In five of these nine combinationwgps, 80 percent or more of the patients achiewsdifa
concentration of less than 6 mg/dL. Combinationwer doses of BCX4208 with allopurinol showed itigid or
synergistic effects in SUA reduction. The doseB©6%4208 alone and in combination with allopurinebiated in
the study were generally safe and well-tolerated.
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On December 22, 2010, we announced the initiatf@aRhase 2b study of BCX4208 as add-on therapgpin
patients who have not responded adequately towallogd therapy alone. This randomized, double-hlithase-
response 250-patient study is designed to evatbateafety and efficacy of BCX4208 in combinatioithw
allopurinol in gout patients who have failed toaleéhe sUA objective of <6 mg/dL following treatmevith
allopurinol 300 mg alone. The primary endpointted study is the proportion of subjects with SUAm@/dL at day
85. The study utilizes a parallel-group design/)eating BCX4208 at doses of 5 mg, 10 mg, 20 mgy4Qand
placebo administered once-daily for 12 weeks, mlmioation with allopurinol’s standard dose of 30§.m

We also plan to initiate a long-term safety stufiiBéXxX4208 in 2011.

Forodesine

On September 15, 2010, we announced preliminarditeresults from our pivotal multinational, optabel,
single-arm trial evaluating 200 mg once-daily daaibdesine in the treatment of relapsed or refrgo®rCL. The
study’s primary endpoint was objective response, @¢fined as complete or partial cutaneous respthias is
sustained for at least 28 days, in patients witr Istage disease who had previously receivedhat three systemic
therapies for their disease. Eleven of 101 (119%4@bnfidence interval: 6-19%)) later stage patiemolled
achieved a partial cutaneous response, while nerpatachieved a complete response. Of the rentplatar stage
patients, 56 (55%) had stable disease as theirégmdnse, 30 (30%) had progressive disease, withds@an time to
progression of 353 days, and four (4%) were noluadde. Oral forodesine was generally safe and-teddrated in
this study.

Also on September 15, 2010, we announced intersultsefrom our exploratory Phase 2 study to ingesé the
efficacy and safety of forodesine as monotherap¥id._. In this open-label, single-arm, multi-censtudy,
forodesine was administered orally at 200 mg tvdagy for 28-day cycles in 25 previously treatedlQbatients.
The primary endpoint of the study was overall resgorate. Consistent with results of previous ctihtrials,
forodesine was generally safe and well-toleratetthim study.

On December 4, 2010, we presented new data fravsthdy that confirmed forodesine’s clinical adtivin the
treatment of CLL at the 52nd Annual American Soc@tHematology Meeting & Exposition held in Orland
Florida. An analysis conducted after all patienésevfollowed througk 6 months showed that six of 23 response-
evaluable patients demonstrated a partial resporfeeodesine, resulting in a response rate of @6qnt.
Forodesine 200 mg orally-administered twice-daiswenerally safe and well-tolerated in this stddhe pattern,
frequencies and severity distribution of adversenéywere generally consistent with CLL-associgisor bone
marrow function and immunodeficiency, prior theesgpand co-morbidities.

We are exploring the interest level of potentiatpars as a possible path forward for the futuneetigwment of
forodesine in the U.S. Absent a U.S. partner, waatglan to conduct additional studies of forodesir file an
NDA with the U.S. Food and Drug Administratic‘FDA").

In September 2010, we disclosed results from thedfesine pivotal study in CTCL, interim resultsrfréhe
Phase 2 exploratory study in CLL, and our intentmdetermine if there is interest by a partnehsU.S. to
continue with further development, regulatory fijjiand commercialization. To date, we have not foaméhtereste
partner. We have shared this information with Mphdirma International Holdings Limited (“Mundiphartpa
along with our decision not to continue further elepment of forodesine in the U.S. Mundipharmadwgsessed
disappointment regarding the development of forimdeand this outcome. On February 21, 2011, wevedea
letter from Mundipharma legal counsel notifying us that they intendedtttize the dispute resolution provisions
our agreement with them, which includes meetingseoior management and the later possibility ofttation.

License Agreement with Albert Einstein College oflicine of Yeshiva University and Industrial Resear
Ltd. ("AECOM” and “IRL" respectively).

In May 2010, we entered into an amendment to teride Agreement dated June 27, 2000, as subsaquentl
amended (the “License Agreement”), by and amongnasAECOM and IRL (the “Licensors”).
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The amendment further amended the License Agreetmentgh which we obtained worldwide exclusive tigto
develop and ultimately distribute any drug candidahat might arise from research on a series &f iBNibitors,
including forodesine and BCX4208. Under the terinthe amendment, the Licensors agreed to accegutuction o
one-half in the percentage of future payments veckifrom third-party sublicensees of the licensBiéP hhibitors
that must be paid to the Licensors. This redudtioes not apply to (i) any milestone payments we reagive in th
future under our license agreement dated Februa@d6 with Mundipharma and (ii) royalties receifeain our
sublicensees in connection with the sale of licdq@seducts, for which the original payment rate wamain in
effect. The rate of royalty payments to the Liceadmased on net sales of any resulting product rogades remains
unchanged.

In consideration for the modifications to the liseragreement, we issued to the Licensors shams of
common stock with an aggregate value of approxily&®.9 million and paid the Licensors approximat#90,000
in cash. Additionally, at our sole option and sebje certain agreed upon conditions, any futune-rayalty
payments due to be paid by us to the Licensorsrthdd_icense Agreement may be made either in éagthares c
our common stock, or in a combination of cash drades.

Our Business Strategy

Our business strategy is to maximize sustainablieeMay moving our drug candidate portfolio fromatigery
through clinical development, registration andmétely to the market. We believe that our streigth early stage
discovery and development of drug candidates. Wedraide to market, distribute and sell our product
Alternatively, we may rely on partners, licenseeg athers to provide for the marketing, distribatend sales of
our products. The principal elements of our stnatee:

¢ Focusing on High Vali-Added Structure-Based Drug Design Technologi®ge utilize structurdsased drus
design, which incorporates multiple scientific didines including biology, crystallography, medialn
chemistry and computer modeling, in order to méfatiently develop new therapeutic candidates. &trce-
based drug design is a process by which we dedilyjngacandidate through detailed analysis of tieyewe
target, which the drug candidate must inhibit idesrto stop the progression of the disease or diésoWe
believe that structure-based drug design is a gowol for efficient development of small-moleeudirug
candidates that have the potential to be safegtaéféeand relatively inexpensive to manufacturer Ou
structure-based drug design technologies typiadlbw us to design and synthesize multiple druglaiates
that inhibit the same enzyme target. We believe dtriategy can lead to broad patent protectioreahdnce
the competitive advantages of our compou

« Selecting Inhibitors that are Promising CandidatesCommercialization. We test multiple compounds to
identify those that are most promising for clinidalvelopment. We base our selection of promising
development candidates on desirable product clarstits, such as initial indications of safety afficacy.
We believe that this focused strategy allows uslitoinate unpromising candidates from considerasioone
without incurring substantial clinical costs. Ind#gbn, our preference is to select drug candidatethe basi
of their potential for relatively efficient Phaseathd Phase 2 clinical trials. We may augment cgrinal
discovery programs through the selective in-licegif potential drug development targets or eadges
compounds for these specific targets. We may asoour technical expertise and network of academic
industry contacts to evaluate and select promisiteyme targets to license for the discovery of kmal
molecule pharmaceutical

« Entering into Contractual Relationshig An important element of our business stratedy sontrol fixed
costs and overhead through contracting and entartodicense agreements with third parties. Wentaén a
streamlined corporate infrastructure that focuseseapertise. By contracting with other specialty
organizations, we believe that we can control ¢astable our drug candidates to reach the market mo
quickly and reduce our business risk. We genepip to advance drug candidates through initial eamtly-
stage drug development. We seek to retain full pcodghts to our drug candidates within speciatigrkets,
while relying on collaborative arrangements withidtparties for drug candidates within larger maskear
outside our area of expertise. Potential thirdypalliances
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could include preclinical development, clinicaMglopment, regulatory approval, marketing, sates a
distribution of our drug candidates. We believetpanships are a good source of development payments
license fees, future event payments and royalfiesy also reduce the costs and risks, and incttease
effectiveness, of late-stage product developmegtlatory approval, manufacturing and marketing.afée
willing to license a drug candidate to a partnairuany stage of the development process we deterto
be beneficial to us and to the ultimate developnagxitcommercialization of that drug candid:

Our Principal Products
The following table summarizes our drug candidatedinical development as of March 7, 2011:

Program and Candidate Diseast

Category/Indication Delivery Form  Development Stag Rights
Neuraminidase Inhibitor (peramivir)

Viral (Acute Influenza V. Pivotal BioCryst (U.S.)

Viral (Seasonal Influenza) V. Approved Shionogi (Japan and Taiwan)/

Green Cross (Kore:
PNP Inhibitor (BCX4208)

Gout Oral Phase : BioCryst

PNP Inhibitor (forodesine™

CTCL Oral Pivotal BioCryst (U.S.)/Mundipharm
CLL Oral Phase : (EU, Australia, Asia

* We are exploring the interest level of potentiatipers as a possible path forward for the futuneettgpment of
forodesine in the U.S. Absent a U.S. partner, waatglan to conduct additional studies of forodesr file an
NDA with the FDA.

Peramivir — Neuraminidase Inhibitor

Overview

In 1987, scientists at The University of Alabam&mmingham (“UAB”), in collaboration with our sagists,
began determining the molecular structure of tfleémza neuraminidase enzyme from several diffestrains of
the influenza virus, using X-ray crystallographybSequently, our scientists and UAB’s scientistmsately
initiated the design of inhibitors to these enzymsisg structurdsased drug design. In order to have exclusives
to the UAB inhibitors, we licensed the influenzair@minidase program from UAB in 1994. Our sciestist
proceeded to complete the studies of the neuraagriénzyme’s molecular structure needed to desigmpand
tight binding inhibitors to the enzyme. Our scistgisubsequently discovered peramivir and sevéral potent
inhibitors to target the active site of the neunsidase enzyme.

Peramivir is an intravenously administered investtanal anti-viral agent that rapidly delivers higlasma
concentrations to the sites of infection. Peramiiibits the interactions of influenza neuramiridaan enzyme th
is critical to the spread of influenza within thesh Peramivir is an inhibitor of influenza A andvBuses, including
strains of influenza viruses that may be resisiaatvailable neuraminidase inhibitors. Becausdefsimilarities of
the neuraminidase active sites among the diffesains of the influenza virus, peramivir is a patieroadspectrun
inhibitor and can be effective in the treatment prelzention of influenza irrespective of the strafrthe virus. The
availability of an intravenous (i.v.) neuraminidasghibitor may be important in treating patientspitalized with
severe and potentially life-threatening influenyaebsuring that the appropriate dose is adminidter@ich may be
a concern with currently available oral or inhatedi-influenza agents.

The influenza virus causes an acute viral disehdgeaespiratory tract. Unlike the common cold aode
other respiratory infections, seasonal flu can eagvere iliness, resulting in life-threatening ptioations.
According to the Centers for Disease Control are/&mtion (the “CDC"), an estimated 5% to 20% of
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the American population suffers from influenza aaltyy and there are approximately 3,000 to 49,000dlated
deaths per year in the U.S. Most at risk are yatmigiren, the elderly and people with seriously poomised
immune systems. With the concern of avian influesizd the possible threat of a pandemic, many govents
throughout the world have been stockpiling antiviiaigs, such as Roche’s neuraminidase inhibiteg|tamivir.
There is interest in many of these governmentdydticg the U.S. government to find additional vaes and
antivirals to address a potential pandemic sitmatio

Collaborations

HHS. In January 2007, HHS awarded us a $102.6 milfiom;-year contract for the advanced development of
peramivir for the treatment of influenza. During0®2Q peramivir clinical development shifted to foarsintravenou
delivery and the treatment of hospitalized patiehtssupport this focus, a September 2009 contnactification
was awarded to extend the i.v. peramivir programi®ynonths and to increase funding by $77.2 millibmrough
December 31, 2011, $157.6 million has been recegrés revenue under the contract with HHS to stgmbivities
related to the i.v. peramivir development program.

On October 29, 2010, HHS contacted us informal§arding our proposal. During those informal
communications, HHS indicated that we should exptmrtain changes to our currently ongoing Phase 3
peramivir study for the treatment of hospitalizedignts with serious influenza, including poteryiahcreasing the
size of the study. The necessity for a second gisitidy in acute, uncomplicated outpatient popahastwas
discussed by HHS and the FDA and was deemed ursaydsr a label indication for acute, complicated
hospitalized patients. We previously disclosed #athad submitted a proposal for a second comtnadification tc
HHS for additional funding toward completion of tdified Phase 3 development of i.v. peramivirisTgroposal
included an additional outpatient efficacy studye Wso previously disclosed that HHS had approved
start-up activities for the Phase 3 program unlderixisting contract. HHS indicated that it plamsdimburse
authorized start-up costs as well as terminati@tscelated to this outpatient efficacy study.igiht of these
communications by HHS, we did not move forward with outpatient study.

On January 13, 2011, we announced that, baseddss tecent discussions between HHS and the FDAade
submitted a revised contract proposal to HHS seehdditional funding to enable completion of thegéh3
development plan for i.v. peramivir. In the reviggmhtract proposal, we identified changes to thegieof our
ongoing 301 study that could increase the likelthoba positive clinical outcome.

On February 24, 2011, we announced that HHS haddedais a $55.0 million contract modification, imded
to fund completion of the Phase 3 developmentvofieramivir for the treatment of patients hosjtad with
influenza. This contract modification brings théataward from HHS to $234.8 million and extends tontract
term by 24 months through December 31, 2013, phogitlinding through completion of Phase 3 and tiregf of
an NDA to seek regulatory approval for i.v. peraimin the U.S. This contract modification supports
implementation of our proposed changes to study BA& modifications to the study include:

¢ Changing the primary efficacy analysis of sitiedy to focus on a subset of approximately 16{&ptt not
treated with neuraminidase inhibitors as SOC, deoto provide the greatest opportunity to demansta
statistically significant peramivir treatment effe

* Increasing the total study target enrolliment to §0bjects from the current target of 445 subje
« Adding at least 45 more clinical site locationsdditional countries

These changes are expected to increase the anfdimeaequired to complete enroliment in this oimgp
study. The actual time to reach completion of dnreht will depend on the prevalence and severitpfiienza, as
well as the ability of the more than 265 investigatites to successfully enroll patients.

Under the defined scope of work in the contrachwiHS for the development of peramivir, a proceas w
undertaken to validate a U.S.-based manufactuttherelated method for producing commercial bedabf
peramivir active pharmaceutical ingredient (“APIRs a required outcome of this validation proceasyé quantitie
of peramivir API were produced. In accordance witin accounting practices, we
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recorded all costs associated with this validagimtess as research and development expenses$tatements of
Operations. Simultaneously, revenue from the HH8reaot was also recorded in our Statement of OpeIstHHS
subsequently reimbursed us for these costs and ngrobursement from HHS, the associated peramil?ir Becam
property of the U.S. government.

Under the terms of the contract, if we determireeamount of peramivir API produced under the cantisain
excess of what is necessary to complete the cantvaccan acquire any excess peramivir AP| at toase for our
own purposes. We believe that as a result of theufaaturing campaign described above, more peraRi has
been produced than is required to support U.S latmy approval. Therefore, we determined thateheas an
excess of up to $5.0 million of peramivir APl maactiured under this validation process. HHS is rgivig our
estimate calculation, but has acknowledged thkgsast half of the amount in our estimate is indexckess to the
requirements of the HHS contract. We are evaluatingther any of the excess peramivir API will beded by us
to support other contracts, partners, or activitesl if so, the acquisition process to obtainekeess peramivir API
from HHS. Acquisition of a portion or all of the@esss peramivir API from HHS will impact our finaati
statements.

In January 2006, the Company received FDA FastKkTdasignation for peramivir. In September 2009, we
received a Request for Proposal (“RFP”) from HHSt@ supply of i.v. peramivir for the treatmentooitically ill
influenza patients. In October 2009, the FDA grdrate Emergency Use Authorization (“EUA”) for i.\eqamivir,
which expired in June 2010 with the expirationted tleclared emergency. As a result, peramivir ig ooly
available in the U.S. through clinical trials. On\wwmber 4, 2009 we received an initial order fol000 courses of
i.v. peramivir (600 mg once-daily for five days) fan aggregate purchase price of $22.5 million.shipped the
entire order from existing i.v. peramivir inventaryHHS on November 4, 2009.

Under the Indefinite Delivery Indefinite Quantitprtract issued to us on November 3, 2009, the minirand
maximum quantities of i.v. peramivir that may beened by HHS are 1,000 and 40,000 treatment cquasése
same unit price as the first order. We are alsaired to maintain the ability to manufacture additl courses for
treatment or prophylaxis, dependent on the voluntksize of anti-viral orders received from HHS. &Asn the
RFP, we initiated manufacture of approximately 080,courses of i.v. peramivir at a cost of appratety
$10.0 million, so that we would have additionalentory available in advance of potential ordersaddition, we
have sufficient quantities of API of i.v. peramigivailable to produce up to 350,000 additional sesr Separate
from the RFP process, we have donated and traadfearHHS an initial supply sufficient for 1,200ucees of i.v.
peramivir 600 mg once-daily for five days.

Shionogi. Effective February 28, 2007, we entered into@hse, Development and Commercialization
Agreement, as amended, supplemented or otherwiddiemb(the “Shionogi Agreement”), an exclusiveditse
agreement with Shionogi to develop and commer@&aleramivir in Japan for the treatment of seasandl
potentially lifethreatening human influenza. Under the terms oSthienogi Agreement, Shionogi obtained right
injectable formulations of peramivir in Japan ircleange for a $14.0 million upfront payment. Thetise provides
for potential future milestone event payments @@21.0 million) and commercial event milestonerpamts (up to
$95.0 million) in addition to double digit (betwe&@ and 20% range) royalty payments on producssale
peramivir. Generally, all payments under the Ship#mreement are nonrefundable and moeditable, but they a
subject to audit. Shionogi will be responsible dirdevelopment, regulatory, and marketing cost¥apan. The ter
of the agreement is from February 28, 2007 untihteated by either party in accordance with theoBbgi
Agreement. Either party may terminate in the exdrsn uncured breach. Shionogi has the right dfiouit cause
termination. In the event of termination all licerend rights granted to Shionogi shall terminatk srall revert
back to us. We developed peramivir under a licérisa UAB and will owe sublicense payments to UABthe
upfront payment and any future event payments amdj@lties received by us from Shionogi. In Octob@08, we
and Shionogi amended the Shionogi Agreement torekflee territory covered by the agreement to inellidiwan
and to provide rights for Shionogi to perform a §h8& clinical trial in Hong Kong.

In January 2010, Shionogi received marketing andufseturing approval for i.v. peramivir in Japandave
received a third and final regulatory milestonerpapt of $7.0 million that month as a result of this
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approval. We may receive future commercial evemestone payments of up to $95.0 million from Shigino
Shionogi has commerecially launched peramivir urtdiercommercial name RAPIACTAIn Japan.

In October 2010, we announced that Shionogi hagived approval of an additional indication for ufe.v.
peramivir to treat children and infants with infhea in Japan.

On March 9, 2011, we announced that JPR Royaltyl$4ah our newly created wholly-owned subsidiarye(th
“Royalty Sub”), completed a private placement ttitational investors of $30.0 million in aggregatincipal
amount of the PhaRMA Notes. The PhaRMA Notes, whighobligations of Royalty Sub, are secured by
(i) Royalty Sub’s rights to receive royalty paynmefiom Shionogi in respect of commercial sales APRACTA @
in Japan and, if approved for commercial sale, @ai{the “Territory”), as well as future milestongyments
payable by Shionogi under the Shionogi Agreementédined below) and all of Royalty Sub’s othereéssand
(i) a pledge by us of our equity interest in Ray&ub.

In connection with the issuance of the PhaRMA NateRoyalty Sub, we entered into a purchase ared sal
agreement (the “Purchase and Sale Agreement”) datedl March 9, 2011 between us and Royalty SubeUthe
terms of the Purchase and Sale Agreement, we @naadfto Royalty Sub, among other things, (i) égints to
receive certain royalty and milestone payments fBhionogi arising under the Shionogi Agreement, @hthe
right to receive payments under a Japanese yerdU8 ébreign currency hedge arrangement (as furdescribed
below, the “Currency Hedge Agreement”), put intagd by us in connection with the transaction. @f th
$30.0 million in gross proceeds from the sale efffnaRMA Notes by Royalty Sub, $3.0 million wasdisefund
an interest reserve account, and after fees aadding expenses in connection with the transactiomsiet proceet
to us were approximately $23.0 million. We and Rigy&ub have agreed to certain covenants in thetse and
Sale Agreement that are intended to preserve tlie wh the assets purchased from us by Royalty Bl .Purchas
and Sale Agreement includes customary represengatiearranties and covenants by us and customary
indemnification and other provisions typical fosassale agreements in structured financing traiosecfor
pharmaceutical royalty payments.

The PhaRMA Notes were issued by Royalty Sub undén@enture, dated as of March 9, 2011 (the
“Indenture”), by and between Royalty Sub and U.&nlBNational Association, as Trustee (the “TrusteRfincipal
and interest on the PhaRMA Notes issued by Royalty are payable from, and are secured by, thesrighbyalty
and milestone payments under the Shionogi Agreetremiferred by us to Royalty Sub and paymenemyf made
to Royalty Sub under the Currency Hedge AgreeniRaygments may also be made from the interest resenamint
and certain other accounts established in accoedaith the Indenture. Principal on the PhaRMA Naseequired
to be paid in full by the final legal maturity dateDecember 1, 2020, unless the PhaRMA Notesegaid,
redeemed or repurchased earlier. The PhaRMA Notaedeemable by Royalty Sub beginning March 922451
described below. The PhaRMA Notes bear interetsteatate of 14% per annum, payable annually ineasren
September 1st of each year, beginning on Septeini2&11 (each, a “Payment Date”).

Royalty Sub’s obligations to pay principal and net& on the PhaRMA Notes are obligations solelRofalty
Sub and are without recourse to any other perseiuyding us, except to the extent of our pledgewfequity
interests in Royalty Sub in support of the PhaRMatds.

Various accounts have been established in accoedaitic the Indenture, including, among others,itherest
reserve account as well as a collections accotmtvhich royalty and milestone payments under thier®gi
Agreement will be made. In addition, we may, b« ot obligated to, make capital contributions tapital
account that may be used to redeem, or on up t@ceesion pay any interest shortfall on, the PhaRWbes.

On each Payment Date in respect of the PhaRMA Nfateds will be applied by the Trustee in the ordkr
priority set forth below:

« first, to Royalty Sub for the payment of all taxaged by Royalty Sub, if an
« second, to the payment of certain expenses of Rogab not previously paid or reimburs:
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third, to the Trustee for distribution to thelders of the PhaRMA Notes, all interest due aaghple on the
PhaRMA Notes, including any accrued and unpaid-é@stedue on prior Payment Dates, and any accrugd an
unpaid interest on such unpaid interest, compouadedally, taking into account any amounts paidhftbe
interest reserve account and capital account om Bagment Date

fourth, as long as no event of default untlerRhaRMA Notes has occurred and is continuinghen
September 1, 2014 Payment Date, the Septembed %,y ment Date or the September 1, 2016 Payment
Date, to the interest reserve account, the amdfuanty) set forth in a written direction to the Btae from
Royalty Sub; provided, that such application ofdsntogether with any such prior application ofdsnshall
not exceed $2,100,000 in the aggreg

fifth, to the Trustee for distribution to thelders of the PhaRMA Notes, principal paymentshenPhaRMA
Notes (without premium or penalty), allocated ptaramong the holders of the PhaRMA Notes, urgi
outstanding principal balance of such PhaRMA Nb&sbeen paid in ful

sixth, after the PhaRMA Notes have been paifdli, to the Trustee for the payment of principland
interest on, subordinated notes, if any, issueRdyalty Sub as permitted by the Indenture for thaFEMA
Notes in certain circumstance

seventh, after the PhaRMA Notes have beenipdidl, to the ratable payment of all other olaligpns under
the Indenture for the PhaRMA Notes until all sualoants are paid in full; ar

eighth, after the PhaRMA Notes and all amoomtsrg under the Indenture have been paid in falRoyalty
Sub, all remaining amount

If the amounts available for payment on any Payraté are insufficient to pay all of the interegedn a
Payment Date, unless sufficient capital is contebuio Royalty Sub by us as permitted under thenide or the
interest reserve account is available to make pagiment, the shortfall in interest will accrue e at the interest
rate applicable to the PhaRMA Notes compoundedahnuf such shortfall (and interest thereon) @& paid in full
on or prior to the next succeeding Payment DatéEaant of Default” under the Indenture will occliivents of
Default under the Indenture include, but are mottéd to, the following:

failure to pay interest on the PhaRMA Notee da any Payment Date (other than the final legglinty
date or any redemption date) in full on or priothe next succeeding Payment Date, together with an
additional accrued and unpaid interest on any éstemnot paid on the Payment Date on which it wagrally
due;

failure to pay principal and premium, if amyd accrued and unpaid interest on the PhaRMA Ntéke
final legal maturity date, or failure to pay theleenption price when required on any redemption;

failure to pay any other amount due and payabder the Indenture and the continuance of sefdull for a
period of 30 or more days after written notice dudiis given to Royalty Sub by the Trust

failure by Royalty Sub to comply with certaiovenants set forth in the Indenture or the PhaRW\#tes,
provided, that, if the consequences of the faitize be cured, such failure continues for a perfd@Dadays
or more after written notice of the failure hasreg@/en to Royalty Sub by the Trustee at the dio@cbf
holders of a majority of the outstanding principalance of PhaRMA Notes, and, except in respeat of
covenant, obligation, condition or provision alreagialified in respect of Material Adverse Changs (
defined in the Indenture), such failure is a Matefidverse Change

Royalty Sub becomes subject to a Voluntary Bankyupt an Involuntary Bankruptcy (each as definethi
Indenture);

any judgment or order for the payment of moimegxcess of $1,000,000 (not paid or covered byriance)
shall be rendered against Royalty Sub and eithenforcement proceedings have been commencedyby an
creditor upon such judgment or order or (i) thisrany period of 30 consecuti
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days during which a stay of enforcement of suclyiment or order, by reason of a pending appeal or
otherwise, shall not be in effe

* Royalty Sub becomes an investment company reqtored registered under the Investment Company £
1940, as amende

* Royalty Sub is classified as a corporatiopuiblicly traded partnership taxable as a corpondiio
U.S. federal income tax purpos

< we shall have failed to perform any of our eoants under the Purchase and Sale Agreement endasiure
is a Material Adverse Change;

« the Trustee shall fail to have a first-prigniterfected security interest in any of the coliatsecuring the
PhaRMA Notes or in any of the equity in Royalty Siéedged by us

The Indenture does not contain any financial comena he Indenture includes customary representagod
warranties of Royalty Sub, affirmative and negatiegenants of Royalty Sub, the above-described Sven
Default and related remedies, and provisions reggrthe duties of the Trustee, indemnificationtwd Trustee, and
other matters typical for indentures used in stmext financings of this type.

Prior to March 9, 2012, the PhaRMA Notes will netredeemable by Royalty Sub. Thereafter, the PhaRMA
Notes will be redeemable at the option of Royalip &t any time at a redemption price equal to #regntage ¢
the outstanding principal balance of the PhaRMAeddieing redeemed specified below for the periadhiich the
redemption occurs, plus accrued and unpaid inténestigh the redemption date on the PhaRMA Notéggbe

redeemed:

Redemption
Payment Dates (Between Indicated Date Percentage
From and including March 9, 2012 to and includingrih 8, 201 107.0%
From and including March 9, 2013 to and includingrivh 8, 201« 103.5(%
From and including March 9, 2014 and theree 100.0%

In connection with the issuance by Royalty SukthefPhaRMA Notes, we entered into the Currency Hedge
Agreement to hedge certain risks associated widingés in the value of the Japanese yen relatitreett.S. dollar.
Under the Currency Hedge Agreement, we have tlie tigpurchase dollars and sell yen at a rate 6fyEh per
dollar for which we may be required to pay a premin each year from 2014 through 2020, providedGbheency
Hedge Agreement remains in effect. A payment od $2illion will be required if, on May 18 of the mlant year,
the US dollar is worth 100 yen or less as deterthineaccordance with the Currency Hedge Agreenient.
conjunction with establishing the Currency Hedgee®gnent, we will be required to post collaterathe
counterparty, which may cause us to experienceiadédl quarterly volatility in our earnings as auét. We will not
be required at any time to post collateral excegtlie maximum premium payments remaining payabtieuthe
Currency Hedge Agreement. In establishing the hedgeprovided initial funds of approximately $2.@lon to
support our potential hedge obligations. Subjecetdain obligations we have in connection with BiaRMA
Notes, we have the right to terminate the Currdtegige Agreement with respect to the 2016 throudtd 2@riod
by giving notice to the counterparty prior to Ma, 2014 and payment of a $2.0 million terminatiee.f

Green Cross In June 2006, we entered into an agreement wigeiCross to develop and commercialize
peramivir in Korea. Under the terms of the agreemm®@reen Cross will be responsible for all develepin
regulatory, and commercialization costs in Kore& Mteived a one-time license fee of $250,000.| Totiare
milestone payments would be equally modest. Then$ie also provides that we will share in profiwiteng from
the sale of peramivir in Korea, including the safigeramivir to the Korean government for stockmglipurposes.
Furthermore, Green Cross will pay us a premium @segost to supply peramivir for development angl tuture
marketing of peramivir products in Korea. Both pgthave the right to terminate in the event ofiacured materi
breach. In the event of termination all rights ajaaterials, products and other information wdaddransferred to
us.
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In August 2010, we announced that Green Crossédwved marketing and manufacturing approval froen t
Korean Food & Drug Administration for i.v. peramivd treat patients with influenza A & B virusesciuding
pandemic H1N1 and avian influenza. Green Crosswedghe indication of single dose administratiér360 mg
i.v. peramivir. Green Cross intends to launch pévarander the commercial name PeramiPlun Korea.

Other Collaborations In addition to Shionogi and Green Cross, we favangements with several compal
outside the U.S. to represent us and peramivirgmilynfor stockpiling purposes.

Clinical Trials

In July 2007, we initiated a Phase 2 clinical tal.v. peramivir to compare the efficacy and safaf i.v.
peramivir to orally administered oseltamivir in jpaits who require hospitalization due to acuteufiza. The
primary objective of the study was to evaluate timelinical stability, which is a composite endpiotomprised of
normalization of temperature, oxygen saturatiogpir@atory rate, systolic blood pressure and heaet iThis type of
endpoint has previously been used in pneumoniaestublut not in influenza. Secondary objectivethefstudy
included evaluation of viral shedding, mortalitiinical relapse and time to resumption of usuaivit@s. We
presented the results at the Xl International Syshyo on Respiratory Viral Infection held in Bangkdtailand in
February 2009, with additional analyses (as nobexv@) presented at the 48th Annual IDSA meetin@otober 22
2010.

In September 2009, we announced that we weretingiawo Phase 3 studies of i.v. peramivir for treatment
of hospitalized patients with serious influenzae ombined enroliment target for these studiesapasoximately
700 patients, and approximately 300 study locatamestargeted to participate in these studies ¢iobhese studie
are intended to support U.S. regulatory approvahoperamivir as a treatment for influenza.

On January 13, 2011, we announced top-line reBolts our completed 303 study. This study was amepe
label, randomized trial of the anti-viral activisafety and tolerability of i.v. peramivir admirgstéd either as a once-
daily infusion of 600 mg or a twice-daily infusiofi 300 mg to adult and adolescent subjects hogpatalvith
confirmed or suspected influenza infection. Treattweas planned for 5 days with an extension todgsdn
patients who needed additional treatment.

The study enrolled 234 patients aged 14 to 92 yaaniag the 2009-2010 H1N1 pandemic of whom
200 patients (85%) had a duration of illness of@rthan 48 hours. Peramivir was administered togzdients;
170 patients (74%) had received prior treatmertt witeltamivir. At study entry 158 patients (69%é¢ded
supplemental oxygen and 39 patients (17%) werstensive care. The median duration of peramivattreent was
five days (range, 1-11 days). The ITTI populationgisted of 127 patients with influenza confirmgdiT-PCR,
viral culture, or serology.

The primary endpoint of the study was the changefinenza virus titer in nasopharyngeal samplesasared
by TCID50. Forty-four patients had a positive basetulture, 20 for the 300 mg twice-daily group &4 for the
600 mg once-daily group. Similar reductions in I8gICID50 viral titer were observed over the firStHours in the
two treatment groups, -1.66 (95% CI -2.32, -0.6i)300 mg peramivir twice-daily and -1.47 (95% CI89, -0.75)
for peramivir 600 mg once-daily.

Both dose regimens of i.v. peramivir were genersélie and well-tolerated. The frequency and sevefit
adverse events was similar in the two groups, aaslaensistent with the profile of influenza patsehospitalized
during the 2009-2010 pandemic. SAEs were reporta@ipercent of patients. Of the total SAEs remhrtme case
of elevated liver enzymes was attributed to theystirug and all other SAEs were attributed to ofhetors. The
most common SAEs reported were respiratory failacete respiratory distress syndrome, septic shodkacute
renal failure. Overall mortality within 28 days ioftial peramivir treatment was 8.7 percent; notteavere
attributed to study drug. No safety signals weentdied.

The analysis of the combined ITTI population showeztlian time to resolution of fever was 25.3 hotinse
to clinical resolution, 92.0 hours; time to alleiea of symptoms, 145 hours; and time to resumptibn
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usual activities, 26.8 days. Further analyses ®fidita are ongoing, and we will submit detailedyaes for
presentation at an upcoming medical meeting.

Our 301 study is an ongoing, multicenter, randonhizivuble-blind, controlled study to evaluate tffeeacy
and safety of 600 mg i.v. peramivir administeredesdaily for five days in addition to SOC, compatedsOC
alone, in adults and adolescents who are hosthtizie to serious influenza. The modification to @ntract with
HHS announced on February 24, 2011 provides fofdl@ving changes to study 301:

« Changing the primary efficacy analysis of siedy to focus on a subset of approximately 16@&pes not
treated with neuraminidase inhibitors as SOC, deoto provide the greatest opportunity to demasta
statistically significant peramivir treatment effe

« Increasing the total study target enroliment to §06jects from the current target of 445 subje

¢ Adding at least 45 more clinical site locagan geographical regions where neuraminidase itaingbare not
widely used, possibly including sites in India @ldina.

These changes are expected to increase the anfdimeaequired to complete enroliment in this oimgp
study. The actual time to reach completion of dnreht will depend on the prevalence and severitpfiienza, as
well as the ability of the more than 265 investigatites to successfully enroll patients.

Data related to i.v. peramivir was presented abtith Annual Interscience Conference on Antimicabbi
Agents and Chemotherapy (“ICAAC") Meeting on Septeml5, 2010. The first poster presentation coredutiat
there is no evidence of a pharmacokinetic intesadbetween i.v. peramivir (600 mg) with oral oseliar (75 mg)
or oral rimantadine (100 mg) when administered #immeously in hospitalized patients with influenZae second
poster presentation concluded that i.v. peramiiniaistered at two single doses (600 mg and 1200wag not
associated with QTc prolongation or other repoian abnormalities, and that peramivir was gehesafe and
well-tolerated.

Additional data related to i.v. peramivir was presel at the 48th Annual Infectious Diseases Soakty
America (“IDSA”) meeting on October 22, 2010. Thestfposter presentation concluded that peramivii a
oseltamivir treatment resulted in similar clinicaltcomes in patients hospitalized with influenzghie overall study
population (N=137). However, in the sub-grafpnfluenza B infected patients (N=32), peramive@atment resulte
in significantly faster reduction of viral repliéan and showed a trend to more rapid normalizatiociinical
outcomes compared to oral oseltamivir treatmenis plesentation concluded that the resumption ahab
activities four days earlier in the peramivir-tredisubjects may be a clinically meaningful outcothat these
findings may reflect superior antiral activity of peramivir compared to oseltamigigainst influenza B, and that
findings should be further investigated. The secooster presentation described the effects of émtha infection o
lymphocyte and neutrophil populations, and conadiuithat in placebo- or oseltamivéentrolled trials, peramivir he
no apparent effects on leukocyte counts or riskeaftropenia in patients with influenza. Resultsengnawn from a
analysis of data from five randomized Phase 2 drab® 3 clinical trials which included over 2,200uanza
patients treated with peramivir or a control.

In July 2009, Shionogi announced positive resultsvio Phase 3 clinical trials of i.v. peramivir. & ktudies
were sponsored by Shionogi and conducted durin@@38-2009 influenza season. Shionogi and GreessQro-
conducted the portion of the studies in Korea. Baxfa.v. peramivir of 300 mg and 600 mg, admimistkein single
and multiple doses, were found to be generally aatewell-tolerated in these trials. Shionogi pnesé the data at
the 2009 ICAAC/IDSA annual meeting in San Francjgealifornia.

Shionogi previously completed a Phase 2 studyoperamivir administered via a single dose infaosiothe
outpatient setting for treatment of seasonal imfage Shionogi presented the data at the 2008 ICAR®A annual
meeting in Washington, D.C.
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Current Development Stratec

Our plan is to continue developing i.v. peramilfiraddition to the progress made clinically, we dnalso mad
significant progress in the manufacturing and tokigy work required to advance the program towaadipct
approval.

Purine Nucleoside Phosphorylase PNP”) Inhibitors

Overview

PNP is a purine salvage pathway enzyme that imBaktor the proliferation of T-cells and B-cellBypically,
T- and B-cells are an essential part of the bothgiaune system, but when they multiply uncontroNathley can
cause various forms of cancer. Inhibiting PNP poaduselective suppression of T- and B-cells, intyeaipoptosis
in both types of cells. Selective inhibition of P&uses certain nucleosides, including deoxyguaapgi
accumulate. As the concentration of deoxyguandsicreases within T-cells, it is converted by speatihzymes to
dGTP. A high concentration of dGTP in T-cells cauar imbalance in the intra-cellular trinucleot®l and thus
causes cell death.

Collaborations and In-License Relationships
AECOM and IRL

In June 2000, we licensed a series of potent PNiBitors from AECOM and IRL (collectively, the
“Licensors”). The license agreement was amendd&dlyn2002, April 2005, December 2009 and May 20T
lead drug candidates from this collaboration aredesine and BCX4208. We have obtained worldwiddusive
rights to develop and ultimately distribute theseany other, drug candidates that might arise fresearch on the
PNP inhibitors. We have the option to expand the@gent to include other inventions in the fielddeay the
investigators or employees of the Licensors. Weeteyreed to use commercially reasonable effordgvelop these
drugs. This license agreement may be terminatagstat any time by giving 60 days advance notide tine event
of material uncured breach by the Licensors.

In addition, we agreed to pay certain milestonempayts for each licensed product, which range in the
aggregate from $1.4 million to almost $4.0 milliper indication, for future development of theseihitbrs, single
digit royalties on net sales of any resulting prtduade by us, and to share approximately one gueftuture
payments received from third-party sublicensedb@ficensed PNP inhibitors, if any. We also agreepay annual
license fees ranging from $150,000 to $500,00Qlitakle against actual royalties and other paymeunésto the
Licensors.

In May 2010, we and the Licensors agreed to furtimeend the terms of the license agreement. Unddetins
of the amendment, the Licensors agreed to accegutuetion of one-half in the percentage of futuagrpents
received from third-party sublicensees of the lgghPNP inhibitors that must be paid to the Licensbhis
reduction does not apply to (i) any milestone payts&e may receive in the future under our liceagreement
dated February 1, 2006 with Mundipharma and (iattes received from our sublicensees in connaaiiith the
sale of licensed products, for which the originayment rate will remain in effect. The rate of by@ayments to
the Licensors based on net sales of any resultiodugt made by us remains unchanged.

In consideration for the modifications to the liseragreement, we issued to the Licensors shams of
common stock with an aggregate value of approxily&®.9 million and paid the Licensors approximat#90,000
in cash. The consideration issued to the Licensdased to the modification began to be amortizeexpense in
May 2010 and will end in September 2027, whichhisexpiration date for the last-to-expire paterneced by the
agreement. We also agreed to pay certain feesnomégsions incurred by the Licensors in connectidth w
subsequent sales of the shares issued pursudms aotendment.

Additionally, at our sole option and subject totagr agreed upon conditions, any future non-roypétyments
due to be paid by us to the Licensors under tlem$ie agreement may be made either in cash, insstiaoer
common stock, or in a combination of cash and share
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Mundipharma. In February 2006, we entered into an exclusiegalty bearing right and license agreement
with Mundipharma for the development and commeizasibn of forodesine, a PNP inhibitor, for useoimcology.
Under the terms of the agreement, Mundipharma iéthiights to forodesine in markets across EurApia, and
Australasia in exchange for a $10.0 millionfapat payment. In addition, Mundipharma contribus®.0 million o
the documented out-of-pocket development costgtiediby us in respect of the current and plannatstas of the
effective date of the agreement, and Mundipharnllecanduct additional clinical trials at their oveost up to a
maximum of $15.0 million. The license provides parssibility of future event payments totaling $Ibhillion for
achieving specified development, regulatory androential events (including certain sales level antefwilowing
a products launch) for certain indications. In addition, Hgreement provides that we will receive royalfrasiging
from single digits to mid teens) based on a peegbf net product sales, which varies dependiiog ughen
certain indications receive NDA approval in a majarket country and can vary by country dependimthe pater
coverage or sales of generic compounds in a p&ticountry. Generally, all payments under the egrent are
nonrefundable and non-creditable, but they areestiltp audit. We licensed forodesine and other PikBitors
from AECOM and IRL and will owe sublicense paymetatshese third parties on the upfront paymentpeve
payments, and royalties received by us from Munalipta.

For five years, Mundipharma will have a right akfinegotiation on existing backup PNP inhibitoesadevelog
through Phase 2b in oncology, but any new PNP itdiwill be exempt from this agreement and wd weitain all
rights to such compounds. We retained the rightsrmdesine in the U.S. and Mundipharma is oblidatg the
terms of the agreement to use commercially reasertorts to develop the licensed product in #reitory
specified by the agreement. The agreement willioaatfor the commercial life of the licensed produdut may b
terminated by either party following an uncured enizi breach by the other party or in the eventpitesexisting
third party license with AECOM and IRL expiresmty be terminated by Mundipharma upon 60 daysewritt
notice without cause or under certain other coodgias specified in the agreement and all riglais, anaterials,
products and other information would be transfetradk to us at no cost. In the event we termiraegreement
for material default or insolvency, we could hasgay Mundipharma 50% of the costs of any independata
owned by Mundipharma in accordance with the terhib@agreement.

We deferred the $10.0 million up-front payment thvas received from Mundipharma in February 2006s Th
deferred revenue began to be amortized to revenkiebruary 2006 and will end in October 2017, wliscthe date
of expiration for the last-to-expire patent covebydhe agreement. The costs reimbursed by Mundipador the
current and planned trials of forodesine were @edras revenue when the expense was incurredthp to
$10.0 million limit stipulated in the agreement.

BCX4208
Overview

BCX4208 is a next generation PNP inhibitor with fflrgential for once-a-day dosing suitable for cliton
administration. Studies have shown that BCX4208 hease utility in diseases dependent on T-cellseBs and uri
acid reduction, with broad applications in inflantorg and autoimmune diseases. We believe that BOZ42a
good candidate to control gout because data frpnioa Phase 2 clinical trial of BCX4208 for psot@sdicated a
dose related reduction in uric acid that was snsethfor the duration of drug exposure.

Clinical Trials

In September 2009, we announced the initiation dirgcal study of BCX4208 for the treatment of gowhich
is caused by elevated levels of uric acid in blod@. believe that BCX4208 is a good candidate tdrobgout
because data from a prior Phase 2 clinical tri@©¥X4208 for psoriasis indicated a dose relatedicgdn in uric
acid that was sustained for the duration of drygpsxre. Our gout clinical trial was a Phase 2, oamded, double-
blind, placebo-controlled study to evaluate thécaffy and safety of orally administered BCX4208ibjects with
gout. The trial contained two parts: part one, Whi@s a parallel-group study of
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multiple doses of BCX4208 randomized against agilacand part two, which was a sequential-groupysbfid
escalating doses of BCX4208, randomized againsepa

On April 28, 2010 we announced positive top-lingules from a planned interim analysis of part ohthis
clinical study. The study’s primary endpoint was tthange in SUA concentration after 21 days otrimeat
compared to baseline concentration prior to treatnfeart one of the study randomized 60 gout pttieith SUA
concentrations greater than or equal to 8 mg/dhlaoebo or to one of three different doses of BA)8}2& PNP
inhibitor, administered once-daily for 21 days. thiee doses of BCX4208 demonstrated a statistisahificant
reduction in sUA levels compared to placebo at2i2yBCX4208 doses of 40 mg, 80 mg and 120 mg per da
showed median reductions in sUA levels of 2.7,a88 3.4 mg/dL, respectively.

The median reductions of sUA concentrations fos¢hthiree doses ranged from 32.2% to 34.6% of Inaseli
level. BCX4208 also demonstrated a statisticatiypiicant difference in the proportion of subjeatish SUA levels
less than 6 mg/dL, compared to subjects treate plétcebo, on day 22. Among patients with a basedlnA
concentration below 10 mg/dL, up to 63% showed $&iA&ls below 6 mg/dL on day 22.

BCX4208 was generally safe and well-tolerated atdbses evaluated in part one of this study. Reshsin
peripheral blood lymphocytes were observed in pitreated with BCX4208. The protocol includedogiag rules
for total lymphocyte counts and CD4+ cell countkhecertain thresholds; no subjects were discoetihior these
reasons, and all 60 subjects completed the firstgbahis study. Overall, the frequency of advessents in each of
the BCX4208 treatment groups was comparable tootsdrved in the placebo group. All patients reseiv
prophylactic medicine for gout flares; the inciderof gout flares observed was low.

We announced on August 5, 2010 that we achieveitiy®p-line results in part two of this clinicsiudy,
after completion of dose cohorts at 160 mg andr@d@er day. The primary endpoint of part two oftsiudy was
the change in sUA concentration at day 22, follga2i days of once-daily treatment, compared toliveessUA
concentration prior to treatment. Data was evatliating least square means (“LSMHd an analysis of covariar
(“ANCOVA") model with factors for treatment and tedisie SUA.

All doses of BCX4208 evaluated met the primary amigipof the study, including both doses studiegant
two. BCX4208 doses of 160 mg and 240 mg per dawstd_SM reductions in sUA levels of 3.6 and 4.5 dhgat
day 22 (p<0.001 for both doses), compared to placélange of -0.02 mg/dL. The LSM reduction of SUA
concentration percent change from baseline level38a7% for the 160 mg dose and 46.0% for the 24 @lose
(p<0.001 for both doses). BCX4208 also demonstratsigtistically significant difference in the poopon of
subjects with sUA levels less than 6 mg/dL, comgaoesubjects treated with placebo, on day 22.drbportion of
subjects achieving sUA levels less than 6 mg/dL &% for the 160 mg dose and 77% for the 240 mg,dos
compared to 0% in the placebo group.

Part two of the study was designed to sequentisibfuate the safety and efficacy of up to threddrigloses
(160 mg, 240 mg and 320 mg once-daily) of BCX4208] included various stopping criteria relateddthtsafety
and efficacy. Enrollment in the study was closddrahe 240 mg treatment group achieved two efficiopping
criteria: greater than 4 mg/dL reduction in sUAnfrbaseline, and greater than 60% of patients acigelJA
concentration below 6 mg/dL.

BCX4208 was generally safe and well-tolerated lad@des evaluated in this study. Reductions inpberial
blood lymphocytes were observed in patients treaitd BCX4208. The protocol included individual et
stopping criteria for CD4+ cell counts below ceartdiresholds; no subjects were discontinued far rts@ison.
Overall, the frequency of adverse events in each@BCX4208 treatment groups was comparable toothserved
in the placebo group. Additional studies desigreevaluate longer-term exposure are needed toefudifine the
safety and tolerability profile of BCX4208.

Detailed results from this clinical study were gneted at the American College of Rheumatology mgeti
Atlanta, Georgia on November 8, 2010. The postackmed that BCX4208 doses administered at 40130, 160
and 240 mg once-daily monotherapy rapidly and &amtly reduced sUA in patients with gout. BCX4208s
generally safe and well-tolerated at all dosesuatel in the study.
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Additionally, on June 1, 2010, we announced thatweee initiating a Phase 2 study of BCX4208 aloné ia
combination with allopurinol in patients with go@n September 16, 2010, we announced positiveinep-¢sults
from this randomized, double-blind, multi-centdagebo-controlled Phase 2 study. The study wagdedito
evaluate the urate-lowering activity and safetgeferal doses of BCX4208 alone and in combinatiim selected
doses of allopurinol administered once-daily.

The study utilized a factorial design. The primangpoint was change in sUA after 21 days of treatme
compared to baseline concentration prior to treatntgighty-seven gout patients with SUA concentradigreater
than or equal to 8 mg/dL were randomized to recBi@X4208 at daily doses of 20 mg, 40 mg and 80 mg
administered orally as monotherapy or in combimatidth allopurinol at daily doses of 100 mg, 200 argl 300 mq
administered orally. A dose-response was demoamsttfat both BCX4208 and allopurinol, and the comalion of
BCX4208 and allopurinol was shown to be superiagitber drug alone in sUA reduction. In five of $kenine
combination groups, 80% or more of the patientseagldl a SUA concentration of less than 6 mg/dL. Gioations
of lower doses of BCX4208 with allopurinol showetdtiive or synergistic effects in SUA reduction.elTthoses of
BCX4208 alone and in combination with allopurinane generally safe and well-tolerated. Consistettit prior
BCX4208 clinical studies, reductions in periphdraiod lymphocytes were observed in patients treadtd
BCX4208. The protocol included stopping rules f@43 cell counts below certain thresholds; no subjaere
discontinued for this reason.

On December 22, 2010, we announced the initiatf@aRhase 2b study of BCX4208 as add-on therapgpin
patients who have not responded to allopurinolapgalone. This randomized, double-blind, dosearsp 250-
patient study is designed to evaluate the safedyefficacy of BCX4208 in combination with allopuohin gout
patients who have failed to reach the sUA objeabifve6 mg/dL following treatment with allopurinoD8 mg alone.
The primary endpoint of the study is the proporiidisubjects with SUA <6 mg/dL at day 85. The stutilizes a
parallel-group design, evaluating BCX4208 at dafésmg, 10 mg, 20 mg, 40 mg and placebo admirgdtence-
daily for 12 weeks, in combination with allopuritsostandard dose of 300 mg.

We also plan to initiate a long-term safety stufiidGX4208 in 2011.

Current Development Strategy

Our plan is to continue developing BCX4208 to appiately determine the safety and efficacy for insgout
patients.

Forodesine
Overview

Forodesine is an orally-available transition-statalog PNP inhibitor. Forodesine has been grantptidn
Drug status by the FDA for three indications: Tkewin-Hodgkin’s lymphoma, including CTCL; CLL andlated
leukemias including T-cell prolymphocytic leukeméault T-cell leukemia, and hairy cell leukemiagddar
treatment of B-ALL. The FDA has also granted “faatk” status to the development of forodesinetfiertreatment
of relapsed or refractory T-cell leukemia, and Sgderotocol Assessment (“SPA”) from the FDA forddesine to
conduct a pivotal clinical trial in CTCL with analrformulation.

Clinical Trials

On September 15, 2010, we announced preliminarditeresults from our pivotal multinational, optabel,
single-arm trial evaluating 200 mg once-daily daaibdesine in the treatment of relapsed or refrgo®rCL. The
study’s primary endpoint was objective response, @defined as complete or partial cutaneous respthias is
sustained for at least 28 days, in patients wittr Istage (stage 1B, Il and IVA) disease who paglviously
received at least three systemic therapies for thsease. Eleven of 101 (11% (95% confidence wate6-19%))
later stage patients enrolled achieved a partt@n@ous response, while no patients achieved aletamgsponse.
Of the remaining later stage patients, 56 (55%)dtallle disease as their best response, 30 (304)rbgressive
disease, with a median time to progression of 3% dand
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four (4%) were not evaluable. The median numbaeriair systemic therapies was four (range 3-15) appmtients
with later stage disease. Oral forodesine was gélpesafe and well-tolerated in this study, and weministered
daily for up to 839 days.

Eligible patients were those with CTCL of stageghBugh IVA whose disease was persistent, proyess
recurrent during or after treatment with at leaséé systemic therapies, one of which must have bes
bexarotene. A total of 144 patients with CTCL, watmedian duration of illness of 52.5 months, wermlled. The
most common adverse events reported were peripbeeaha, fatigue, insomnia, diarrhea, headache anska.

Also on September 15, 2010, we announced intersultsefrom our exploratory Phase 2 study to ingesé th
efficacy and safety of forodesine as monotherap¥id._. In this open-label, single-arm, multi-censtudy,
forodesine was administered orally at 200 mg tvdagy for 28-day cycles in 25 previously treatedlQhatients.
The primary endpoint of the study was overall resgorate. Consistent with results of previous ctihtrials,
forodesine was generally safe and well-toleratetthim study.

On December 4, 2010, we presented new data fravsthdy that confirmed forodesine’s clinical adtivin the
treatment of CLL at the 52nd Annual American Soc@tHematology Meeting & Exposition held in Orland
Florida. An analysis conducted after all patienésevfollowed througk 6 months showed that six of 23 response-
evaluable patients demonstrated a partial resporfeeodesine, resulting in a response rate of @6qmnt.
Forodesine 200 mg orally-administered twice-daiswgenerally safe and well-tolerated in this stddhe pattern,
frequencies and severity distribution of adversenéywere generally consistent with CLL-associgisor bone
marrow function and immunodeficiency, prior theesgpand co-morbidities.

Current Development Strategy

We are exploring the interest level of potentiatpers as a possible path forward for the futuneetigment of
forodesine in the U.S. The timing of future studié$orodesine will be dependent on the resultiibfre partnering
efforts. Absent a U.S. partner, we do not planaieduct additional studies of forodesine or fileNIDA with the
FDA. Mundipharma holds the rights to forodesinenarkets across Europe, Asia, and Australasia uarder
exclusive, royalty bearing right and license agreendated February 2006.

Additional Products

In addition to our principal products, we retairclkessive rights to other compounds in a number efapeutic
areas. These compounds are currently in pre-clideaelopment and include potent inhibitors of jrHftaenza
hemagglutinin, neuraminidase, influenza neuramsegaepatitis C RNA polymerase, JAK inhibitors,spha
kallikrein and additional PNP inhibitors. We wilbtinue to evaluate and test these compounds ¢ordigte which
should be taken forward into clinical testing.

Other Collaborations

Emory. In June 2000, we licensed intellectual propertynf Emory related to the HCV polymerase target
associated with hepatitis C viral infections. Untler original terms of the agreement, the reseanastigators fror
Emory provided us with materials and technicalghsinto the target. We have agreed to pay Emanyisidigit
royalties on sales of any resulting product anshiare in future payments received from other thady partners, if
any. We can terminate this agreement at any timgivigrg 90 days advance notice. Upon terminatioa would
cease using the licensed technology.

UAB. We have had a close relationship with UAB sineeformation. Our former Chairman, Dr. Charles E.
Bugg, was the previous Director of the UAB CentarMacromolecular Crystallography, and our forméie®
Operating Officer, Dr. J. Claude Bennett, was tivener President of UAB, the former Chairman of Erepartment
of Medicine at UAB and a former Chairman of the Bement of Microbiology at UAB. Several of our aarl
programs originated at UAB.
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We currently have agreements with UAB for influemzauraminidase and complement inhibitors. Under the
terms of these agreements, UAB performed spe@§earch for us in return for research paymentdiesase fees.
UAB has granted us certain rights to any discogdrig¢hese areas resulting from research develop&#iAB or
jointly developed with us. We have agreed to paglsi digit royalties on sales of any resulting proidand to shar
in future payments received from other third-pgrdytners. We have completed the research undetttoth
complement and influenza agreements. These tweamgnets have initial 25-year terms, are automaticall
renewable for fiverear terms throughout the life of the last patemwt are terminable by us upon three months n
and by UAB under certain circumstances. Upon teatiom each party shall cease using the other [saptygprietan
and confidential information and materials, thetiparshall jointly own joint inventions and UAB shaesume full
ownership of all UAB licensed products. There isrently no activity between us and UAB on thesesagrents, bi
when we license this technology, such as in the o&athe Shionogi and Green Cross agreements,nomeocialize
products related to these programs, we will owdiceise fees or royalties on amounts we receive.

Government Contracts

Our contract with HHS for the advanced developnaémteramivir is a milestone-driven, cost-plus-fixied
contract. HHS will make periodic assessments ofppagress, and the continuation of the contrabaised on our
performance, the timeliness and quality of delibéga, and other factors. The government has righdier certain
contract clauses to terminate this contract. Thgreot is terminable by the government at any fiondoreach or
without cause.

HHS has indicated that antiviral drugs are an ingdrelement of their pandemic influenza preparssledfort:
and that their strategy includes not only stochpilof existing antiviral drugs but also seeking et antiviral
medications to further broaden their capabiliteesréat and prevent all forms of influenza. Peramisvin the same
class of neuraminidase inhibitors as oseltamivan{iflu) and zanamivir (Relenza). We are committeaibrking
with HHS for the development of these parenterahfdations of peramivir which could be especialseful in
hospital settings or pandemic situations due taathikty to achieve high levels of the drug rapittlyoughout the
body.

Patents and Proprietary Information

Our success will depend in part on our ability bbain and enforce patent protection for our prosluciethods,
processes and other proprietary technologies, meseir trade secrets, and operate without infriggin the
proprietary rights of other parties, both in theitdd States and in other countries. We own or himes to certain
proprietary information, proprietary technologystsd and allowed patents and patent applicationshwalate to
compounds we are developing. We actively seek, velppnopriate, protection for our products, proarigt
technology and proprietary information by meant/@. and foreign patents, trademarks and contractua
arrangements. In addition, we rely upon trade $eamd contractual arrangements to protect ceofaduir
proprietary information, proprietary technology grdducts.

The patent positions of companies like ours areegaly uncertain and involve complex legal and dactt
guestions. Our ability to maintain and solidify guoprietary position for our technology will defkon our succes
in obtaining effective patent claims and enfordingse claims once granted. We do not know whetmgio&our
patent applications or those patent applicatioaste license will result in the issuance of angepts. Our issued
patents and those that may issue in the futuréhase licensed to us, may be challenged, invalkidasndered
unenforceable or circumvented, which could limit ability to stop competitors from marketing rethroducts or
the length of term of patent protection that we rhaye for our products. In addition, the rightsgea under any
issued patents may not provide us with competaiheantages against competitors with similar comgdeuor
technology. Furthermore, our competitors may indejpatly develop similar technologies or duplicatg a
technology developed by us in a manner that doemfimmge our patents or other intellectual prapeBecause of
the extensive time required for development, tgséind regulatory review of a potential products ipossible that,
before any of our drug candidates or those develbyeour partners can be commercialized, any rélpsgent may
expire or remain in force for only a short periotidwing commercialization, thereby reducing anyaatage of the
patent.
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As of March 1, 2011, we have been issued 19 U.@npathat expire between 2015 and 2025 and tleer®
our PNP, serine protease and neuraminidase inhitbtopounds. We have licensed six different cldsompound
representing new composition of matter patents #f&COM and IRL for our PNP inhibitors, plus additad
manufacturing patents related to these PNP inlii@ad one patent from Emory related to hepatitiddtlitionally,
we have over 20 PCT or U.S. patent applicationslipgrrelated to PNP, neuraminidase, RNA or DNA padyase,
Janus Kinase and serine protease inhibitors. Cndtipg applications may not result in issued patearid our
patents may not provide us with sufficient protectagainst competitive products or otherwise berergially
viable.

Our success is also dependent upon the skills, latlye and experience of our scientific and technica
personnel, none of which is patentable. To helpegatcoour rights, we require all employees, consistaadvisors
and partners to enter into confidentiality agreetsiemhich prohibit the disclosure of confidentialdrmation to
anyone outside of our company and, where possidgires disclosure and assignment to us of tteasd,
developments, discoveries and inventions. Thesseaggnts may not provide adequate protection fotrade
secrets, know-how or other proprietary informatiothe event of any unauthorized use or disclosurtée lawful
development by others of such information.

Competition

The pharmaceutical and biotechnology industriesraemsely competitive. Many companies, including
biotechnology, chemical and pharmaceutical comsaaiee actively engaged in activities similar tospincluding
research and development of drugs for the treatofecgncer, infectious, autoimmune, and inflammattisorders.
Many of these companies have substantially grdat@ncial and other resources, larger researchdamdlopment
staffs, and more extensive marketing and manufiagfurganizations than we do. In addition, somé&em have
considerable experience in preclinical testinqyicél trials and other regulatory approval proceguiThere are also
academic institutions, governmental agencies anersesearch organizations that are conductingirelsén areas
in which we are working. They may also market comuia¢ products, either on their own or through abtirative
efforts. We expect to encounter significant contmtifor any of the pharmaceutical products we ptadevelop.
Companies that complete clinical trials, obtainuieed regulatory approvals and commence commesaiak of
their products before their competitors may achieeggnificant competitive advantage.

The pharmaceutical market for products that prevetteat influenza is very competitive. Key comipe
factors for i.v. peramivir include, among otherfficacy, ease of use, safety, price and @fftctiveness, storage ¢
handling requirements and reimbursement. A numbeeoraminidase inhibitors are currently availahl¢he
U.S. and other counties, including Japan, for flegntion or treatment of influenza, including seas flu vaccine
and Roche’s Tamiflu, GlaxoSmithKline’s (“GSK’s") Reza and Daiichi Sankyo’s Inavir. Roche’s neurddare
inhibitor is also approved for prophylaxis of infloza, and both Roche and GSK have i.v. formulatiotinical
trial development. In addition, another potentia@gmpetitive product, Toyama Kagaku’s T-705, isrently in late
stage clinical development. In January 2011, GS#kobanced initiation of a multi-country Phase 3 stofly
intravenous zanamivir (the same active ingredisnhdelenza) in hospitalized patients with infla@nVarious
government entities throughout the world are offglincentives, grants and contracts to encouraditi@uil
investment into preventative and therapeutic agagasnst influenza, which may have the effect ofifer increasin
the number of our competitors and/or providing adages to certain competitors.

In addition to these companies with neuraminidabkéitors, there are other companies working toettgy
additional antiviral drugs to be used against wagistrains of influenza. Another example is Eis@igsgretin for
CTCL. In addition, several pharmaceutical and lwbi®logy firms, including major pharmaceutical cemies,
have announced efforts in the field of structuredobdrug design and in the therapeutic areas akcaimfectious
disease, autoimmune, and inflammatory disordergigisas other therapeutic areas where we are fiogusir drug
discovery efforts.

In order to compete successfully, we must devefopnetary positions in patented drugs for therdigeu
markets that have not been satisfactorily addrelsgenventional research strategies and, in thegss,
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expand our expertise in structure-based drug de€ignproducts, even if successfully tested anctibged, may
not be adopted by physicians over other produadsw@ay not offer economically feasible alternatit@sther
therapies.

Research and Development

We initiated our research and development prograt®86, with drug synthesis beginning in 1987. \ieeh
assembled a scientific research staff with expeitisa broad base of advanced research technoliogiesing
protein biochemistry, X-ray crystallography, chemmisand pharmacology. Our research facilities idelyprotein
biochemistry and organic synthesis laboratoriestirtg facilities, X-ray crystallography, computerdegraphics
equipment and facilities to make drug candidatea emall scale for early stage clinical trials. B@ing in June
2006, we began building an internal clinical depet@nt and regulatory team, based in North Cardtimaanage
the development strategy for our later stage prisdiuring the years ended December 31, 2010, 20092008,
our research and development expenses were $8lighn$72.3 million and $73.3 million, respectiyel

Government Regulation

The FDA regulates the pharmaceutical and bioteagyoindustries in the U.S., and our drug candidates
subject to extensive and rigorous domestic govemmegyulations prior to commercialization. The FBsyulates,
among other things, the development, testing, neatufe, safety, efficacy, record-keeping, labelstgrage,
approval, advertising, promotion, sale and distidsuof pharmaceutical products. In foreign cowegriour products
are also subject to extensive regulation by forgigmernments. These government regulations wil bgnificant
factor in the production and marketing of any pheceautical products that we develop. Failure to dgmyith
applicable FDA and other regulatory requirementsgt stage during the regulatory process may subgem
sanctions, including:

» delays;

< warning letters

* fines;

 product recalls or seizure

* injunctions;

e penalties

« refusal of the FDA to review pending market appt@gplications or supplements to approval applicei
« total or partial suspension of productit

« civil penalties;

« withdrawals of previously approved marketing apgtiigns; anc
 criminal prosecutions

The regulatory review and approval process is lgngixpensive and uncertain. Before obtaining ratgpuy
approvals for the commercial sale of any produgtspr our partners must demonstrate that our ptazhrdidates
are safe and effective for use in humans. The ajppprocess takes many years, substantial expemsgbe
incurred and significant time may be devoted toicél development.

Before testing potential candidates in humans, avey@ut laboratory and animal studies to deterrsafety
and biological activity. After completing preclimictrials, we must file an IND, including a propb&abegin clinica
trials, with the FDA. We have filed 13 INDs to daied plan to file, or rely on future partners 1e,fadditional IND:
in the future as our potential drug candidates adedo that stage of development.

24




Table of Contents

Thirty days after filing an IND, a Phase 1 humanicél trial can start, unless the FDA places allmi the study.

Our Phase 1 trials are designed to determine safetygmall group of patients or healthy volunte®ve also
assess tolerances and the metabolic and pharmacalkigns of our drug candidates at different dogdter we
complete the initial trials, we conduct Phase &4rto assess safety and efficacy and establisbptimal dose in
patients. If Phase 2 trials are successful, wauopartners conduct Phase 3 trials to verify tisailte in a larger
patient population. Phase 3 trials are required~fafA approval to market a drug. A Phase 3 trial mexyuire
hundreds or even thousands of patients and is tis expensive to conduct. The goal in Phase 3dsltect enoug
safety and efficacy data to obtain FDA approvad affug for treatment of a particular disease. Baresclinical
indications that are especially serious and forciwhihere are no effective treatments, such asatefyacancers,
conditional approval can be obtained following Rhadrials.

Initiation and completion of the clinical trial pbes are dependent on several factors includingshtimat are
beyond our control. For example, the clinical siehnnot begin at a particular site until that mteives approval
from its Institutional Review Board (“IRB”), whicteviews the protocol and related documents. Thisgss can
take from several weeks to several months. In gxiditlinical trials are dependent on patient dnreht, but the
rate at which patients enroll in the study depesrds

« willingness of investigators to participate in ads;

« ability of clinical sites to obtain approval frotineir IRB;

« the availability of the required number of eligilsiebjects to be enrolled in a given tr

« the availability of existing or other experimendaligs for the disease we intend to tr

« the willingness of patients to participate; ¢

« the patients meeting the eligibility criter

Delays in planned patient enrollment may resuih@reased expense and longer development timelines.

After completion of the clinical trials of a produgve or our partners must submit a NDA to the FioA
marketing approval before commercialization of pneduct. The FDA may not grant approval on a tinslgis, if
all. The FDA, as a result of the Food and Drug Aulstration Modernization Act of 1997, has six manth review
and act upon license applications for priority #peutics that are for life-threatening or unmet icecheeds.
Standard reviews can take between one and two,yaatan even take longer if significant questianmse during
the review process. The FDA may withdraw any rezplipprovals, once obtained.

In addition to clinical development regulations, arel our contract manufacturers and partners nousply
with the applicable FDA current good manufactunimgctice (“GMP”) regulations. GMP regulations indéu
requirements relating to quality control and qyadissurance as well as the corresponding mainterafirecords
and documentation. Manufacturing facilities arejsatoto inspection by the FDA. Such facilities mhbstapproved
before we can use them in commercial manufactwfraur potential products. We or our contract matrers
may not be able to comply with the applicable GMBuirements and other FDA regulatory requiremeéfitge or
our contract manufacturers fail to comply, our bess, financial condition and results of operatigiisbe
materially adversely affected.

Human Resources

As of March 1, 2011, we had 76 employees, of wh@wwbre engaged in research and development and 24
were in general and administrative functions. @search and development staff, 26 of whom hold Pér.IM.D.
degrees, have diversified experience in biochewipttarmacology, X-ray crystallography, synthetigamic
chemistry, computational chemistry, and medicimeristry, clinical development and regulatory affaiVe
consider our relations with our employees to bisfsatory.
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Available Information

We have available a website on the Internet. Odress is www.biocryst.com. We make available, ke
charge, at our website our Annual Reports on FdrK,1Quarterly Reports on Form 10-Q, Current Report
Form 8-K,and amendments to those reports filed or furnigheduant to Section 13(a) or 15(d) of the Exchalet
as soon as reasonably practicable after we eléctitnfile such material with, or furnish it tche SEC. We also
make available at our website copies of our autlitrmittee charter, compensation committee charteparate
governance and nominating committee charter and¢@de of business conduct, which applies to allesaployees
as well as the members of our Board of Directorsy Amendment to, or waiver from, our code of bussneonduct
will be posted on our website.

Financial Information

For information related to our revenues, profie, Inss and total assets, in addition to othemine
information, please refer to the Financial Stateimend Notes to Financial Statements containeldisnAnnual
Report. Financial information about revenues derifirem foreign countries is included in Note 1 e fFinancial
Statements contained in this Annual Report.

ITEM 1A. RISK FACTORS

An investment in our stock involves risks. You khoonsider carefully the following uncertaintiesdarisks,
which may adversely affect our business, finanmaldition or results of operations, along with aflthe other
information included in our other filings with tt8ecurities and Exchange Commission, before dectdibgy our
common stock. Additional risks and uncertaintiesausrently known to us or that we currently deenbé
immaterial may also adversely affect our businéesancial condition or results of operations.

Risks Relating to Our Business

We have incurred substantial losses since our inth@pin 1986, expect to continue to incur such less and
may never be profitable.

Since our inception in 1986, we have not been talolié. We expect to incur additional losses for the
foreseeable future, and our losses could incremsaaresearch and development efforts progresbetome
profitable, we must successfully manufacture anelig drug product candidates, receive regulatppr@val, and
successfully commercialize or enter into profitaédgeements with other parties. It could be sewerais, if ever,
before we receive royalties from any current ouffaticense agreements or revenues directly fravdymt sales.

Because of the numerous risks and uncertaintiesiassd with developing our product candidatestaed
potential for commercialization, we are unable fedict the extent of any future losses. Even ifdeeachieve
profitability, we may not be able to sustain orrggse profitability on a quarterly or annual ba$isce are unable to
achieve and sustain profitability, the market vadfieur common stock will likely decline.

Our success depends upon our ability to advance praducts through the various stages of development
especially through the clinical trial process.

To receive the regulatory approvals necessanhiisale of our product candidates, we or our pestmelst
demonstrate through preclinical studies and clirtitals that each product candidate is safe afettive. The
clinical trial process is complex and uncertainc&@gse of the cost and duration of clinical triale, may decide to
discontinue development of product candidatesdhatinlikely to show good results in the trialdljkely to help
advance a product to the point of a meaningfulbtmtation, or unlikely to have a reasonable comiakpotential.
We may suffer significant setbacks in pivotal aaditrials, even after earlier clinical trials shpvomising results.
Clinical trials may not be adequately designedxaceted, which could affect the potential outcome analysis of
study results. Any of our product candidates maylpce undesirable side effects in humans. Theseesidcts
could cause us or regulatory authorities to infetru
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delay or halt clinical trials of a product candielathese side effects could also result in the BDfreign
regulatory authorities refusing to approve the paic¢andidate for any targeted indications. We,pautners, the
FDA or foreign regulatory authorities may suspenteominate clinical trials at any time if we oethbelieve the
trial participants face unacceptable health ri€kmical trials may fail to demonstrate that ouoguct candidates a
safe or effective and have acceptable commercidlilty .

Our ability to successfully complete clinical t§a dependent upon many factors, including butinoted to:

« our ability to find suitable clinical sites and gmstigators to enroll patient

« the availability of and willingness of patientsgarticipate in our clinical trials

« difficulty in maintaining contact with patients provide complete data after treatme

 our product candidates may not prove to be eitafer ar effective

« clinical protocols or study procedures may not thecmately designed or followed by the investigat
« manufacturing or quality control problems couldeatfthe supply of drug product for our trials; ¢

« delays or changes in requirements by governmegtalcaes

Clinical trials are lengthy and expensive. We ar partners incur substantial expense for, and d@esighifican
time to, preclinical testing and clinical trialgtycannot be certain that the tests and trialsew#lr result in the
commercial sale of a product. For example, clinidals require adequate supplies of drug and cefit patient
enrollment. Delays in patient enroliment can resulhcreased costs and longer development timesn i we or
our partners successfully complete clinical trfalsour product candidates, we or our partners tigh file the
required regulatory submissions in a timely mararet may not receive regulatory approval for thedpod
candidate.

Our clinical trials may not adequately show that odrugs are safe or effective.

Progression of our drug products through the dinitevelopment process is dependent upon our trials
indicating our drugs have adequate safety profilesshow positive therapeutic effects in the pédieering treated
by achieving pre-determined endpoints accordirtheédrial protocols. Failure to achieve eitherladge could result
in delays in our trials or even require the perfance of additional unplanned trials. This couldilieis delays in th
development of our product candidates and couldtrgssignificant unexpected costs.

If we fail to obtain additional financing, we mayeéunable to complete the development and commeimatibn
of our product candidates or continue our researahd development programs.

As our clinical programs continue to grow and patienrollment increases, our costs will increass. €irrent
and planned clinical trials plus the related depaient, manufacturing, regulatory approval procegsirements,
and additional personnel resources and testingreztjfor supporting the development of our proctarididates
will consume significant capital resources. Ourenges, revenues and burn rate could vary signtficdepending
on many factors, including our ability to raise #iddhal capital, the development progress of ollatmrative
agreements for our product candidates, the amdudahding we receive from HHS for peramivir, the aumt of
funding or assistance, if any, we receive from ptf@vernmental agencies or other new partnershitbsthird
parties for the development of our product candisiathe amount or profitability of any orders fergmivir by any
government agency or other party, the progressesudts of our current and proposed clinical trfalsour most
advanced drug products, the progress made in thefenzturing of our lead products and the progressicour
other programs.

We expect that we will be required to raise addiiacapital to complete the development and
commercialization of our current product candidatied we may seek to raise capital at any time veendmarket
conditions to be favorable. Additional funding, winer through additional sales of securities oratmrative or
other arrangements with corporate partners or fstrer sources, including governmental
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agencies, in general and from any HHS contractipaity, may not be available when needed or omte
acceptable to us. The issuance of preferred or eonstock or convertible securities, with terms arides
significantly more favorable than those of the euntly outstanding common stock, could have thecefiédiluting
or adversely affecting the holdings or rights of existing stockholders. In addition, collaboratareangements m.
require us to transfer certain material rightsuohscorporate partners. Insufficient funds may nequs to delay,
scale-back or eliminate certain of our researchdaatlopment programs.

If HHS were to eliminate, reduce or delay fundingdm our contract, or dispute some of our incurredsts or
other actions taken under the contract, this wolddve a significant negative impact on our revenueash
flows and the development of peramivir.

Our projections of revenues and incoming cash flamssubstantially dependent upon HHS reimbursefoent
the costs related to our peramivir program. If HWSe to eliminate, reduce or delay the fundingtfiis program or
disallow some of our incurred costs, we would hievebtain additional funding for development ofstdirug
candidate or significantly reduce or stop the dapeient effort. Further, HHS may challenge actidiad tve have
taken or may take under our contract, which coelgatively impact our operating results and cashdlo

In contracting with HHS, we are subject to varidu§. government contract requirements, includingegal
clauses for a coseimbursement research and development contraathwaay limit our reimbursement or if we
found to be in violation could result in contraetrhination. U.S. government contracts typicallyteom
extraordinary provisions which would not typicalig found in commercial contracts. For instance egoment
contracts permit unilateral modification by the govment, interpretation of relevant regulations. (ifederal
acquisition regulation clauses), and the abilityetoninate without cause. As such, we may be #addantage as
compared to other commercial contracts. In additid$. government contracts are subject to auditraodificatior
by the government at its sole discretion. If theegament terminates its contract with us for itexa@nience or if we
default by failing to perform in accordance witke ttontract schedule and terms, significant negatiyact on our
cash flows and operations could result.

Our contract with HHS has special contracting reqeiments, which create additional risks of reductian loss
of funding.

We have entered into a contract with HHS for theaaded development of our neuraminidase inhibitor,
peramivir. We also have obligations with HHS untler Indefinite Delivery Indefinite Quantity conttassued in
November 2009. In contracting with HHS, we are sabjo various U.S. government contract requiresy
including general clauses for a cost-reimbursemesgarch and development contract. U.S. governomgrtacts
typically contain unfavorable termination provissoand are subject to audit and modification bygireernment at
its sole discretion, which subjects us to additisisks. These risks include the ability of the UgBvernment to
unilaterally:

« terminate or reduce the scope of our contract;
« audit and object to our contr-related costs and fees, including allocated intlicests.

The U.S. government may terminate its contracth wat either for its convenience or if we defaultféing to
perform in accordance with the contract schedutetarms. Termination for convenience provisionsegalty
enable us to recover only our costs incurred orrodtad, and settlement expenses and profit on tivé wompleted
prior to termination. Termination for default preigns does not permit these recoveries.

As a U.S. government contractor, we are requirazbtoply with applicable laws, regulations and stadd
relating to our accounting practices and are stilbjeperiodic audits and reviews. As part of anghsaudit or
review, the U.S. government may review the adequfcgnd our compliance with, our internal consgstems and
policies, including those relating to our purchgsiproperty, estimating, compensation and manageimi&nmmation
systems. Based on the results of its audits, tie bvernment may adjust our contract-related audsfees,
including allocated indirect costs. In additionaif audit or review uncovers any improper or illegdivity, we may
be subject to civil and criminal penalties and austrative sanctions,
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including termination of our contracts, forfeituwr&profits, suspension of payments, fines and susipa or
prohibition from doing business with the U.S. gowaent. We could also suffer serious harm to ountagjon if
allegations of impropriety were made against usddition, under U.S. government purchasing reguiat some ¢
our costs may not be reimbursable or allowed undercontracts. Further, as a U.S. government cctiotrawe are
subject to an increased risk of investigationsnaral prosecution, civil fraud, whistleblower lavitsuand other legi
actions and liabilities as compared to private@ecbmmercial companies.

If we fail to successfully commercialize or estadilicollaborative relationships to commercialize tan of our
drug product candidates or if any partner terminater fails to perform its obligations under agreents with
us, potential revenues from commercialization ofrquroduct candidates could be reduced, delayed or
eliminated.

Our business strategy is to increase the asset wélour drug candidate portfolio. We believe ibibest
achieved by retaining full product rights or thrbuzpllaborative arrangements with third partieaasropriate. As
needed, potential third-party alliances could idelgreclinical development, clinical developmeagulatory
approval, marketing, sales and distribution of duwrg product candidates.

Currently, we have established collaborative retathips with Mundipharma for the development and
commercialization of forodesine and with each ab8bgi and Green Cross for the development and
commercialization of peramivir. The process of kisshing and implementing collaborative relationshis difficult,
time-consuming and involves significant uncertajmgluding:

e our partners may seek to renegotiate or taataitheir relationships with us due to unsatisfigcttinical
results, a change in business strategy, a changent®l or other reason

 our contracts for collaborative arrangements mapjrex
 our partners may choose to pursue alternative tdabies, including those of our competitc
- we may have disputes with a partner that could teditigation or arbitration

* we do not have day to day control over théviigs of our partners and have limited controéotheir
decisions

 our ability to generate future event paymemd royalties from our partners depends upon Hislities to
establish the safety and efficacy of our produadidates, obtain regulatory approvals and achieaket
acceptance of products developed from our prodardidates

« we or our partners may fail to properly inidamaintain or defend our intellectual properghts, where
applicable, or a party may utilize our proprietarfprmation in such a way as to invite litigatidrat could
jeopardize or potentially invalidate our proprigtarformation or expose us to potential liabili

« our partners may not devote sufficient capitalesources towards our product candidates;
« our partners may not comply with applicable goveentrregulatory requiremen

If any partner fails to fulfill its responsibilitsein a timely manner, or at all, our commercialaaefforts relate
to that collaboration could be reduced, delayettoninated, or it may be necessary for us to assesponsibility
for activities that would otherwise have been #sponsibility of our partner. If we are unable $tablish and
maintain collaborative relationships on acceptadms, we may have to delay or discontinue furtiesrelopment
of one or more of our product candidates, undertakemercialization activities at our own expensérat
alternative sources of funding. Any delay in theelepment or commercialization of our compounds M@everel
affect our business, because if our compounds tipmgress through the development process or ribacimarket
in a timely manner, or at all, we may not receiddiional future event payments and may never vecpioduct or
royalty payments.
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We have not commercialized any products or techigids and our future revenue generation is uncerta

We have not commercialized any products or tectgiesy and we may never be able to do so. We cilyrent
have no marketing capability and no direct or thpedty sales or distribution capabilities and mayubable to
establish these capabilities for products we ptatoimmercialize. In addition, our revenue from abdirative
agreements is dependent upon the status of ouirpcatand clinical programs. If we fail to advanthese
programs to the point of being able to enter intecessful collaborations, we will not receive aatufe event or
other collaborative payments.

Our ability to receive revenue from products we owercialize presents several risks, including:

» we or our collaborators may fail to succedgfobmplete clinical trials sufficient to obtain FOmarketing
approval,

* many competitors are more experienced and sigwéficantly more resources and their productdade
more cost effective or have a better efficacy tertbility profile than our product candidat:

« we may fail to employ a comprehensive andagiffe intellectual property strategy which coulduk in
decreased commercial value of our company and ragtugts;

* we may fail to employ a comprehensive andatiffe regulatory strategy which could result inedag or
failure in commercialization of our produc

 our ability to successfully commercialize guoducts are affected by the competitive landscapéh
cannot be fully known at this tim

« reimbursement is constantly changing which couehtly affect usage of our products; ¢
« any future revenue directly from product salesild depend on our ability to successfully cortelginical
studies, obtain regulatory approvals, manufactmegket and commercialize any approved dri
If our development collaborations with third partse such as our development partners and contrasearch
organizations, fail, the development of our drugqutuct candidates will be delayed or stopped.

We rely heavily upon other parties for many impottstages of our drug development programs, inotpbiut
not limited to:

« discovery of compounds that cause or enaloledical reactions necessary for the progressigheflisease
or disorder, called enzyme targe

« licensing or design of enzyme inhibitors for deymieent as drug product candidat
« execution of some preclinical studies and-stage development for our compounds and produclidates;
* management of our clinical trials, including medliceonitoring and data manageme

« execution of additional toxicology studiestth@ay be required to obtain approval for our praduc
candidates; an

« manufacturing the starting materials and dsuigstance required to formulate our drug produuntstie drug
products to be used in both our clinical trials émdcology studies

Ouir failure to engage in successful collaboratanany one of these stages would greatly impacbosiness.
If we do not license enzyme targets or inhibiteesxf academic institutions or from other biotechgglocompanies
on acceptable terms, our product development sffeould suffer. Similarly, if the contract reseamriyanizations
that conduct our initial or latstage clinical trials, conduct our toxicology se&limanufacture our starting materi
drug substance and drug products or manage ouiategufunction breached their obligations to ugperform their
services inconsistent with industry standards astd n
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in accordance with the required regulations, thisidt delay or prevent the development of our prodaadidates.

If we lose our relationship with any one or mordtadfse parties, we could experience a significateydin both
identifying another comparable provider and thentiazting for its services. We may be unable taineain
alternative provider on reasonable terms, if atkalen if we locate an alternative provider, itikgly that this
provider may need additional time to respond tormeds and may not provide the same type or ld\sdroice as
the original provider. In addition, any provideatiwe retain will be subject to applicable FDA @nt Good
Laboratory Practices (“cGLP”), current Good Manuifeing Practices (“cGMP”) and current Good Clinical
Practices (“cGCP”), and comparable foreign stangldaide do not have control over compliance with¢hes
regulations by these providers. Consequently g@é¢hpractices and standards are not adhered @&y providers,
the development and commercialization of our prodaadidates could be delayed, and our businesmdial
condition and results of operations could be maligradversely affected.

Our development of peramivir for influenza is sulsfeto all disclosed drug development and potential
commercialization risks and numerous additional kis. Any potential revenue benefits to us are highly
speculative.

Further development and potential commercializatibperamivir is subject to all the risks and unaieties
disclosed in our other risk factors relating togldevelopment and commercialization. In additiarteptial
commercialization of peramivir is subject to funthisks, including but not limited to the following

the peramivir i.v. currently in clinical dewgment may not prove to be safe and sufficientigative for
market approval in the United States or other magarkets;

necessary government or other third party ifun@énd clinical testing for further developmenipeframivir
may not be available timely, at all, or in sufficiemounts

the flu prevention or pandemic treatment concerag not materialize at all, or in the near futt

advances in flu vaccines or other antiviradsluding competitive i.v. antivirals, could substially replace
potential demand for peramiv

any substantial demand for pandemic or seasonaieftments may occur before peramivir can be aatety
developed and tested in clinical trie

peramivir may not prove to be accepted bygpasi and physicians as a treatment for seasotagitda
compared to the other currently marketed antidras, which would limit revenue from non-governtan
entities;

numerous large and well-established pharmaag@tnd biotech companies will be competing to ntlee
market demand for flu drugs and vaccir

the only major markets in which patents relgtio peramivir have issued or been allowed ardJifited
States, Canada, Japan, Australia and many comtgeantid extension states of the European Union gwial
patent applications or issued patents for perareiist in other potentially significant marke

regulatory authorities may not make neededmosodations to accelerate the drug testing andoappr
process for peramivir; ar

in the next few years, it is expected thatatéd number of governmental entities will be gramary
potential customers for peramivir and if we are sustcessful at marketing peramivir to these estfoe any
reason, we will not receive substantial revenuesfstockpiling orders from these entiti

If any or all of these and other risk factors o¢eue will not attain significant revenues or grosargins from
peramivir and our stock price will be adverselyeaféd.
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There are risks related to the potential emergense or sale of peramivil

To the extent that peramivir is used as a treatrfoertiLN1 flu (or other strains of flu), there cha no
assurance that it will prove to be generally saf] tolerated and effective. Emergency use of pméra may create
certain liabilities for us. There is no assuraria tve or our manufacturers will be able to fullgehthe demand for
peramivir in the event of additional orders. Furttvee may not achieve a favorable price for addalmrders of
peramivir in the U.S. or in any other country. @ompetitors may develop products that could compéte or
replace peramivir. We may face competition in megkehere we have no existing intellectual propergtection ol
are unable to successfully enforce our intellecpmaperty rights.

There is no assurance that the non-U.S. partnersihgp we have entered into for peramivir will leguany
order for peramivir in those countries. There isaseurance that peramivir will be approved for g@ecy use or
will achieve market approval in additional coundgritn the event that any emergency use is gratitedg is no
assurance that any order by any non-U.S. partnevghibe substantial or will be profitable to ughe sale of
peramivir, emergency use or other use of perarmwany country may create certain liabilities f@: u

Because we have limited manufacturing experience, @epend on third-party manufacturers to manufacéur
our drug product candidates and the materials faurgproduct candidates. If we cannot rely on thircapy
manufacturers, we will be required to incur signifant costs and potential delays in finding new tthiparty
manufacturers.

We have limited manufacturing experience and ordynall scale manufacturing facility. We curreniyyr
upon thirdparty manufacturers to manufacture the materiajsired for our drug product candidates and moshe
preclinical and clinical quantities of our prodeeindidates. We depend on these third-party manufstto
perform their obligations in a timely manner andatordance with applicable governmental regulati@ur third-
party manufacturers may encounter difficulties witheting our requirements, including but not limite problems
involving:

« inconsistent production yield

 product liability claims

« difficulties in scaling production to commercialdavalidation sizes

« interruption of the delivery of materials requiried the manufacturing proces
» scheduling of plant time with other vendors or yrexted equipment failur

* potential catastrophes, such as the recent eakbduaapan, that could strike their facilitieshave an effec
on infrastructure

¢ potential impurities in our drug substancelarg products that could affect availability of guet for our
clinical trials or future commercializatio

 poor quality control and assurance or inadequaiegss controls; ar

« lack of compliance with regulations and speaifons set forth by the FDA or other foreign riegory
agencies

These contract manufacturers may not be able taifaeture the materials required or our drug product
candidates at a cost or in quantities necessanate them commercially viable. We also have norobotver
whether third-party manufacturers breach their empents with us or whether they may terminate olirketo
renew agreements with us. To date, our tpady manufacturers have met our manufacturingireoments, but the
may not continue to do so. Furthermore, changéiseiimanufacturing process or procedure, includingaage in
the location where the drug is manufactured oramgbk of a third-party manufacturer, may requireméview and
approval in accordance with the FBA¢GMPs and comparable foreign requirements. Bvigw may be costly ar
time-consuming and could delay or prevent the lawfa product. The FDA or similar foreign regulgtagencies
at any time may also implement new standards, or
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change their interpretation and enforcement oftexjsstandards for manufacture, packaging or tgsifrproducts.
If we or our contract manufacturers are unableotoy, we or they may be subject to regulatoryacttivil
actions or penalties.

If we are unable to enter into agreements withtaatdil manufacturers on commercially reasonabl@ser if
there is poor manufacturing performance on thegfastir third-party manufacturers, we may not ble &b
complete development of, or market, our productiziates.

Our raw materials, drug substances, and drug ptedue manufactured by a limited group of suppléerd
some at a single facility. If any of these supplieere unable to produce these items, this cogldfgiantly impact
our supply of drugs for further preclinical testiagd clinical trials.

Royalties and milestone payments from Shionogi untlee Shionogi Agreement will be required to be dday
Royalty Sub to service its obligations under itsdRMA Notes, and generally will not be available us for
other purposes until Royalty Sub has repaid in fith obligations under the PhaRMA Notes.

In March 2011, our whollpwned subsidiary Royalty Sub issued $30.0 millioaggregate principal amount
PhaRMA Notes. The PhaRMA Notes are secured prifigipg (i) certain royalty and milestone paymenilar the
Shionogi Agreement, pursuant to which Shionogirigad from us the rights to market peramivir in Jagd, if
approved for commercial sale, Taiwan, (i) righiértain payments under a Japanese yen/U.S. flmiéagn
currency hedge arrangement put into place by asnmection with the issuance of the PhaRMA Notek(an the
pledge by us of our equity interest in Royalty Seyments from Shionogi to us under the ShionogeAment will
generally not be available to us for other purpase# Royalty Sub has repaid in full its obligai®under the
PhaRMA Notes. Accordingly, these funds will be rieed to be dedicated to Royalty Sub’s debt sersive not
available to us for product development or otheppses.

If royalties from Shionogi are insufficient for Roglty Sub to make payments under the PhaRMA Note$f @n
event of default occurs under the PhaRMA Notes, @stors may be able to foreclose on the collatesising
the PhaRMA Notes and our equity interest in Roya8iub, in which case we may not realize the benefit
future royalty payments that might otherwise accrteeus following repayment of the PhaRMA Notes.

Royalty Sub’s ability to service its payment obtigas in respect of the PhaRMA Notes, and our itiiti
benefit from our equity interest in Royalty Subsigject to numerous risks. Peramivir was firstraped for
marketing and manufacturing in Japan in Octobe®20@l has been offered for sale in Japan only sianaary
2010. As a result, there is very little sales igfor peramivir in Japan, and there can be norasse that peramiv
will gain market acceptance in the Japanese markatdition, Shionogi’s sales of peramivir are esed to be
highly seasonal and vary significantly from yeayéar, and the market for products to treat or @néinfluenza is
highly competitive. Under our license agreemenhv@hionogi, Shionogi has control over the commépriacess
for peramivir in Japan and Taiwan. Royalty Sub'Bitgtto service the PhaRMA Notes may be adversdfgcted
by, among other things, changes in or any ternonaif our relationship with Shionogi, reimbursemeagulatory,
manufacturing and/or intellectual property issygeduct recalls, product liability claims and abgigns of safety
issues, as well as other factors. In the eventftinatny reason Royalty Sub is unable to servieligations under
the PhaRMA Notes or an event of default were taioander the PhaRMA Notes, the holders of the PhaRMdtes
may be able to foreclose on the collateral secutieg?haRMA Notes and our equity interest in Rgyaltb and
exercise other remedies available to them undeinttenture in respect of the PhaRMA Notes. In sagnt, we
may not realize the benefit of future royalty payrsethat might otherwise accrue to us followingaygpent of the
PhaRMA Notes and we might otherwise be adversébctfd.
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Shionog’s failure to successfully market and commercializeramivir in Japan would have a material adver
effect on Royalty Sub’s ability to service its adtions on the PhaRMA Notes.

The successful commercialization of peramivir ipaladepends on the efforts of Shionogi and is beyoa
control of us or Royalty Sub. As discussed aboeeamivir has only recently been introduced intothpanese
market, and there can be no assurance that peramilivijain market acceptance in Japan. FuturesdayeShionogi
will depend on many factors, including the incideand severity of seasonal influenza in Japan gaah(both of
which can vary very significantly from year to ygdhe perceived and actual efficacy and safefyeoémivir,
experience of physicians and patients with peraimntaintinued market acceptance, continued avaitaloif supply,
competition, sales and marketing efforts, governaleegulation and pricing and reimbursement iradashionogi
is responsible for the marketing and sale of pevarim Japan, including with respect to the pricifgperamivir in
that market. There are no minimum royalties, skesls or other performance measures required ioin®Qi under
the Shionogi Agreement and Shionogi could in ile sliscretion reduce or cease its sale effortsecdivir in the
Japan, subject to its covenant in the Shionogi &gent to use diligent efforts to commercialize pevé in Japan.
If Shionogi is unable to or fails to successfullgnket and commercialize peramivir, it would haveaterial advers
effect on Royalty Sub’s ability to service its @ations under the PhaRMA Notes and our abilityandfit from our
equity interest in Royalty Sub.

We may be required to pay significant premiums undee foreign currency hedge arrangement enteredarby
us in connection with the issuance by Royalty Sutilee PhaRMA Notes. In addition, because our potiaht
obligations under the foreign currency hedge are rkad to market, we may experience additional qualste
volatility in our earnings attributable to the foiign currency hedge arrangement.

In connection with the issuance by Royalty SukthefPhaRMA Notes, we entered into a foreign currdrexjge
arrangement to hedge certain risks associatedolvithges in the value of the Japanese yen relatitreet
U.S. dollar. Under the currency hedge arrangenvemtnay be required to pay a premium in the amofint o
$2.0 million in each year beginning in May 2014 apmebvided the currency hedge arrangement remaiaffect,
continuing through May 2020. Such payment will bguired if, in May of the relevant year, the sgaderof
exchange for Japanese yen-U.S. dollars (deterniinaccordance with the currency hedge arrangeneast)ch that
the U.S. dollar is worth 100 yen or less. We wdldequired to mark-to-market our potential obligas under the
currency hedge, which may cause us to experiendiathl quarterly volatility in our earnings asesult.
Additionally, we may be required to post cash farkito market risk, pay significant premiums oeantination fee
under the foreign currency hedge agreement enietedby us in connection with the issuance by Riyy8ub of the
PhaRMA Notes.

If we or our partners do not obtain and maintain gernmental approvals for our products under devetopnt,
we or our partners will not be able to sell thesatgntial products, which would significantly harmus business
because we will receive no revenue.

We or our partners must obtain regulatory apprbeébre marketing or selling our future drug produttwe
or our partners are unable to receive regulatopya@l and do not market or sell our future drugducts, we will
never receive any revenue from such product skdeke United States, we or our partners must alif&A
approval for each drug that we intend to commemaalThe process of preparing for and obtaining Ripfroval
may be lengthy and expensive, and approval is mesréain. Products distributed abroad are alscestiltp foreign
government regulation and export laws of the U.&thér the FDA nor foreign regulatory agencies happroved
any of our drug product candidates. Because ofishe and uncertainties in biopharmaceutical dgwalent, our
product candidates could take a significantly lortgme to gain regulatory approval than we expe&ahay never
gain approval. If the FDA delays regulatory apptafeour product candidates, our management’s bikst, our
company’s value and our operating results may suifeen if the FDA or foreign regulatory agencigpive a
product candidate, the approval may limit the iathd uses for a product candidate and/or may reqQoist-
marketing studies.

The FDA regulates, among other things, the receaplng and storage of data pertaining to potential
pharmaceutical products. We currently store mostuofpreclinical research data, our clinical datd aur
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manufacturing data at our facility. While we dorstduplicate copies of most of our clinical datisibé and a
significant portion of our data is included in régpubackups of our systems, we could lose impodatd if our
facility incurs damage. If we get approval to marer potential products, whether in the Unitedt&tar
internationally, we will continue to be subjectaxtensive regulatory requirements. These requiré&rae wide
ranging and govern, among other things:

» adverse drug experience reporting regulati

 product promotion

 product manufacturing, including good manufacturpngctice requirements; ai
 product changes or modificatior

Ouir failure to comply with existing or future regtory requirements, or our loss of, or changeprviously
obtained approvals, could have a material advdfseten our business because we will not recereelpct or
royalty revenues if we or our partners do not neeeipproval of our products for marketing.

In June 1995, we notified the FDA that we submittexrrect data for our Phase Il studies of BCXaplied
to the skin for CTCL and psoriasis. In November3,38e FDA issued a List of Inspectional Observajo
Form FDA 483, which cited our failure to follow gbalinical practices. The FDA also inspected udtune 1996.
The focus was on the two 1995 Phase 2 dose-rastinies of topical BCX-34 for the treatment of CT&hd
psoriasis. As a result of the investigation, theARBsued us a Form FDA 483, which cited our failtardollow gooc
clinical practices. We are no longer developing B8 however, as a consequence of these two igadisths, our
ongoing and future clinical studies may receiveeased scrutiny, which may delay the regulatoryeng@\process.

We face intense competition, and if we are unaldecompete effectively, the demand for our produdtsny,
may be reduced.

The biotechnology and pharmaceutical industrieshagkly competitive and subject to rapid and sufisth
technological change. We face, and will continuéatae, competition in the licensing of desirableedise targets,
licensing of desirable drug product candidates,dmalopment and marketing of our product candgiitam
academic institutions, government agencies, rekéastitutions and biotechnology and pharmaceutioafpanies.
Competition may also arise from, among other things

« other drug development technologi

* methods of preventing or reducing the incidencdiséase, including vaccines; &

* new small molecule or other classes of therapegfgmts

Developments by others may render our product datels or technologies obsolete or noncompetitive.

We and our partners are performing research oewgldping products for the treatment of severadrdisrs
including T-cell mediated disorders €Bll cancers and other autoimmune indications)t,d@uCL, CLL, influenza
and hepatitis C. We expect to encounter significanipetition for any of the pharmaceutical prodwe¢splan to
develop. Companies that complete clinical trialdao required regulatory approvals and commenoeneercial
sales of their products before their competitory azhieve a significant competitive advantage. Ssi¢he case
with Eisai’s Targretin for CTCL and the current neuraminidabébitors marketed by Glaxo Smith Kline and Ro
for influenza. With respect to the neuraminidagehitors, these companies may develop i.v. fornioest that couls
compete with peramivir. Further, several pharmacaliand biotechnology firms, including major phaceutical
companies and specialized structure-based drugrdesimpanies, have announced efforts in the fiesdracture-
based drug design and in the fields of PNP, inthaghepatitis C, and in other therapeutic areagewve have
discovery efforts ongoing. If one or more of oumgetitors’products or programs are successful, the marketdifc
products may be reduced or eliminated.
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Compared to us, many of our competitors and pateodimpetitors have substantially greater:

« capital resource:

 research and development resources, including peesand technolog)
* regulatory experienct

« preclinical study and clinical testing experien

« manufacturing and marketing experience;

« production facilities

Any of these competitive factors could reduce dedrfan our products.

If we fail to adequately protect or enforce our gltectual property rights or secure rights to patsrof others,
the value of those rights would diminish.

Our success will depend in part on our ability #meabilities of our partners to obtain, proteal anforce
viable intellectual property rights including budgtdimited to trade name, trade mark and patertegtmn for our
company and its products, methods, processes hrdtechnologies we may license or develop, togouvesour
trade secrets, and to operate without infringirggghoprietary rights of third parties both domeaticand abroad.
The patent position of biotechnology and pharmacaltompanies is generally highly uncertain, imes complex
legal and factual questions and has recently beesubject of much litigation. Neither the Unitedt8s Patent and
Trademark Office (“"USPTO"), the Patent Cooperafloaaty offices, nor the courts of the United Stated other
jurisdictions have consistent policies nor preditgarulings regarding the breadth of claims allowedhe degree ¢
protection afforded under many biotechnology anarptaceutical patents. Further, we do not have wadlel paten
protection for our product candidates and our lettlial property rights may not be legally proteaobe enforceable
in all countries throughout the world. The validisgzope, enforceability and commercial value o¢heghts,
therefore, is highly uncertain.

Our success depends in part on avoiding the irdgrimgnt of other partiegatents and other intellectual prope
rights as well as avoiding the breach of any liesn®lating to our technologies and products. énuts., patent
applications filed in recent years are confiderftial1l8 months, while older applications are ndblmined until the
patent issues. As a result, avoiding patent inemgnt may be difficult and we may inadvertentlyimde third-
party patents or proprietary rights. These thirdips could bring claims against us, our partnensus licensors that
even if resolved in our favor, could cause us tuirsubstantial expenses and, if resolved agagstauld
additionally cause us to pay substantial damageshér, if a patent infringement suit were brougdéinst us, our
partners or our licensors, we or they could beddrnp stop or delay research, development, manufagtor sales
of any infringing product in the country or couesicovered by the patent we infringe, unless weobsain a licens
from the patent holder. Such a license may notwhédable on acceptable terms, or at all, partidyldithe third
party is developing or marketing a product compatitvith the infringing product. Even if we, ourrpzers or our
licensors were able to obtain a license, the righag be nonexclusive, which would give our compesitaccess to
the same intellectual property.

If we or our partners are unable or fail to adeglyainitiate, protect, defend or enforce our ilgetual property
rights in any area of commercial interest or in payt of the world where we wish to seek regulatgproval for
our products, methods, processes and other teajies|dhe value of the drug product candidatesdduyrce revent
would diminish. Additionally, if our products, mettls, processes, and other technologies or our cocrahase of
such products, processes, and other technologading but not limited to any trade name, traddaoa
commercial strategy infringe the proprietary rigbtother parties, we could incur substantial cobte USPTO an
the patent offices of other jurisdictions have @&bto us a number of patents for our various ineastand we have
in-licensed several patents from various instingioNe have filed additional patent applicationd provisional
patent applications with the USPTO. We have filedimber of corresponding foreign patent applicatiand inten
to file additional foreign and U.S. patent
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applications, as appropriate. We have also filethoetrademark and trade name applications woddwiWe cannc
assure you as to:

the degree and range of protection any patentsaffdid against competitors with similar produc

if and when patents will issu

if patents do issue we can not be sure thawivée able to adequately defend such patentsrdrether or
not we will be able to adequately enforce suchrgater

whether or not others will obtain patents claimaspects similar to those covered by our patenicgifuns.

If the USPTO or other foreign patent office uphgbadgents issued to others or if the USPTO grartenpa
applications filed by others, we may have to:

« obtain licenses or redesign our products or prasesavoid infringemen
« stop using the subject matter claimed in thosenpstter
e pay damage:

We may initiate, or others may bring against ugydtion or administrative proceedings relatednteliectual
property rights, including proceedings before tf&PJO or other foreign patent office. Any judgmetterse to us
in any litigation or other proceeding arising imoection with a patent or patent application counkterially and
adversely affect our business, financial condiiod results of operations. In addition, the co§eng such
proceeding may be substantial whether or not wsareessful.

Our success is also dependent upon the skills, latlge and experience, none of which is patentalbleur
scientific and technical personnel. To help protestrights, we require all employees, consultaadsjsors and
partners to enter into confidentiality agreemehéd prohibit the disclosure of confidential infortioa to anyone
outside of our company and require disclosure astyament to us of their ideas, developments, dedes and
inventions. These agreements may not provide adeguatection for our trade secrets, know-how btieot
proprietary information in the event of any unautbed use or disclosure or the lawful developmegnotiners of
such information, and if any of our proprietaryanhation is disclosed, our business will sufferdaese our
revenues depend upon our ability to license or cemialize our product candidates and any such sweotild
significantly impair the value of such product cafades.

There is a substantial risk of product liability &ims in our business. If we are unable to obtainfcient
insurance, a product liability claim against us ctibadversely affect our business.

We face an inherent risk of product liability expoesrelated to the testing of our product candglathuman
clinical trials and will face even greater risksoumny commercialization by us of our product cdatks. We have
product liability insurance covering our clinicakds in the amount of approximately $11.0 milli&@linical trial anc
product liability insurance is becoming increasjngkpensive. As a result, we may be unable to olstafficient
insurance or increase our existing coverage aasoreble cost to protect us against losses thit bave a material
adverse effect on our business. An individual mirygba product liability claim against us if oneafr products or
product candidates causes, or is claimed to hav&edaan injury or is found to be unsuitable fanomer use. Any
product liability claim brought against us, withwithout merit, could result in:

« liabilities that substantially exceed our pwotliability insurance, which we would then be u&gd to pay
from other sources, if availabl

* an increase of our product liability insuramates or the inability to maintain insurance cegerin the future
on acceptable terms, or at

« withdrawal of clinical trial volunteers or patien

« damage to our reputation and the reputation opooducts, resulting in lower sale
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« regulatory investigations that could require costigalls or product modification
« litigation costs; an
« the diversion of managemss attention from managing our busine

If our facility incurs damage or power is lost fa significant length of time, our business will sff.

We currently store numerous clinical and stabigynples at our facility that could be damaged ffaaility
incurred physical damage or in the event of anrelad power failure. We have backup power systenasidition tc
backup generators to maintain power to all critfoalctions, but any loss of these samples couldlr@ssignificant
delays in our drug development process.

In addition, we currently store most of our preiciai and clinical data at our facility. Duplicatepgies of most
critical data are stored off-site in a bank vafitty significant degradation or failure of our congusystems could
cause us to inaccurately calculate or lose our. dlatss of data could result in significant delay®iur drug
development process and any system failure could bar business and operations.

If we fail to retain our existing key personnel dail to attract and retain additional key personndghe
development of our drug product candidates and thgansion of our business will be delayed or stogpe

We are highly dependent upon our senior manageamehscientific team, the unexpected loss of whose
services might impede the achievement of our dgweénmt and commercial objectives. Competition for ke
personnel with the experience that we requiretenise and is expected to continue to increaseir@bility to
attract and retain the required number of skilled axperienced management, operational and sdogptifsonnel,
will harm our business because we rely upon thessopnel for many critical functions of our busimes

Our stock price is likely to be highly volatile arttie value of your investment could decline sigodtly.

The market prices for securities of biotechnologgnpanies in general have been highly volatile angl m
continue to be highly volatile in the future. Mowveo, our stock price has fluctuated frequently, trebe
fluctuations are often not related to our financedults. For the twelve months ended Decembe2@10, the 52-
week range of the market price of our stock wasf#.43 to $8.37 per share. The following factorgddition to
other risk factors described in this section, mayeha significant impact on the market price of cammon stock:

< announcements of technological innovations or nemdyicts by us or our competito

» developments or disputes concerning patents orrietapy rights;

+ additional dilution through sales of our commorcktor other derivative securitie

* status of new or existing licensing or collaboratagreements and government contre
* announcements relating to the status of our progy

< we or our partners achieving or failing to achieeselopment milestone

« publicity regarding actual or potential mediisults relating to products under developmenadpr our
competitors

« publicity regarding certain public health concefmswhich we are or may be developing treatme
* regulatory developments in both the United Statekfareign countries

 public concern as to the safety of pharmaceutimadyrcts;

 actual or anticipated fluctuations in our operatiegults;

« changes in financial estimates or recommendatigrseburities analyst:
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« changes in the structure of healthcare paymengmsstincluding developments in price control legjish;

e announcements by us or our competitors ofifidgmt acquisitions, strategic partnerships, joaiantures or
capital commitments

+ additions or departures of key personnel or memdieosir board of director:
* purchases or sales of substantial amounts of ook iy existing stockholders, including officersdirectors
» economic and other external factors or other déagir crises; an

« perioc-to-periodfluctuations in our financial result

If, because of our use of hazardous materials, vielate any environmental controls or regulationsahapply
to such materials, we may incur substantial costelaxpenses in our remediation efforts.

Our research and development involves the contreig® of hazardous materials, chemicals and various
radioactive compounds. We are subject to fedetatke sind local laws and regulations governing ges storage,
handling and disposal of these materials and soastenproducts. Accidental contamination or injupnf these
materials could occur. In the event of an accideetcould be liable for any damages that resultamdliabilities
could exceed our resources. Compliance with enmental laws and regulations could require us tarinc
substantial unexpected costs, which would matgréaild adversely affect our results of operations.

Information Regarding Forward-Looking Statements

This filing contains forward-looking statements it the meaning of Section 21E of the SecuritiesHaxge
Act of 1934, as amended, which are subject to saée“harbor” created in Section 21E. All statemettigr than
statements of historical facts contained in tHiadi are forward-looking statements. These forwlaaking
statements can generally be identified by the fiseoads such as “may,” “will,” “intends,” “plans,"believes,”
“anticipates,” “expects,” “estimates,” “predictsgotential,” the negative of these words or siméapressions.
Statements that describe our future plans, stegegitentions, expectations, objectives, goalsraspects are also
forward-looking statements. Discussions contairigge forward-looking statements are principallgtamed in
“Business,” “Risk Factors” and “Management’s Dissios and Analysis of Financial Condition and Resoft
Operations”, as well as any amendments we makesetsections in filings with the SEC. These fodsanking
statements include, but are not limited to, statégmabout:

« the initiation, timing, progress and result®or preclinical testing, clinical trials, and ettresearch and
development efforts

« the potential funding from our contract with HHS fbe development of peramiv
« the potential for a stockpiling order or profit fncany order for peramivi
« the potential use of peramivir as a treatment folN® flu (or other strains of flu

« the further preclinical or clinical developniemd commercialization of our product candidaitesluding
peramivir, forodesine and other PNP inhibitor aegdtitis C development progran

« the implementation of our business modeltagia plans for our business, product candidatds an
technology;

* our ability to establish and maintain collaborasit

¢ plans, programs, progress and potential ssaafesur collaborations, including Mundipharma forodesine
and Shionogi and Green Cross for peram

39




Table of Contents

¢ Royalty Sub’s ability to service its paymebligations in respect of the PhaRMA Notes, andahility to
benefit from our equity interest in Royalty Si

« the foreign currency hedge agreement entertecbly us in connection with the issuance by Rgyalib of
the PhaRMA Notes

 the scope of protection we are able to esthldind maintain for intellectual property rightseoeng our
product candidates and technolo

« our ability to operate our business without infiimggthe intellectual property rights of othe

« estimates of our expenses, future revenues, capgalrements and our needs for additional finagc
« the timing or likelihood of regulatory filings arapbprovals

« our financial performance; ar

« competitive companies, technologies and our inglu

These statements relate to future events or téubure financial performance and involve known amé&nown
risks, uncertainties and other important factoed thay cause our actual results, performance deasments to be
materially different from any future results, perfance or achievements expressed or implied by tloes/ard-
looking statements. Factors that may cause acatsalts to differ materially from current expectasdnclude,
among other things, those listed under “Risk Factagkny forwardiooking statement reflects our current views \
respect to future events and is subject to thedetrer risks, uncertainties and assumptions ngjat our
operations, results of operations, industry andrugrowth. Except as required by law, we assumabtigation to
update or revise these forward-looking statemeortarfiy reason, even if new information becomeslabiai in the
future.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

We lease offices in both Durham, North Carolina Bivthingham, Alabama. Our headquarters, including o
clinical and regulatory operations, are based irhBm, while our principal research facilities avedted in
Birmingham. We believe that our facilities are aadtztg for our current operations.

ITEM 3. LEGAL PROCEEDINGS

None.

ITEM 4. (REMOVED AND RESERVED)
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PART Il

ITEM 5. MARKET FOR REGISTRANTS COMMON EQUITY, RELATED STOCKHOLDER MATTERS AN|
ISSUER PURCHASES OF EQUITY SECURITIE!

Market Information

As of January 3, 2011, our common stock trades©erNASDAQ Global Select Market under the symbol
BCRX. Our common stock previously traded on the BA® Global Market under the same symbol. The foltay
table sets forth the low and high sales pricesuofcommon stock as reported by NASDAQ Global Mafketach
quarter in 2010 and 2009:

2010 2009

Low High Low High
First quartel 6.21 8.3¢ 1.1f 2.3
Second quarte 5.7¢ 8.37 1.6t 4.9¢
Third quartel 4.4: 6.2¢4 3.65 13.4
Fourth quarte 4,65 5.8€ 55t 12.7(C

The last sale price of the common stock on Marc®07,1 as reported by NASDAQ Global Select Markes wa
$4.01 per share.

Holders

As of March 7, 2011, there were approximately 28&lérs of record of our common stock.

Dividends

We have never paid cash dividends and do not patieipaying cash dividends in the foreseeabledutur
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Stock Performance Graph

This performance graph is not “soliciting matefti#,not deemed filed with the SEC and is not to be

incorporated by reference in any filing by us unither Securities Act or the Exchange Act, whethedenaefore or

after the date hereof and irrespective of any gdecorporation language in any such filing. Theck price
performance shown on the graph is not necessadigative of future price performance.

Indexed Comparison Since 2005

PERFORMANCE GRAPH FOR BIOCRYST
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Beginning
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12/31/05 at 12/31/06 at 12/31/07 at 12/31/08 at 12/31/09 at 12/31/10
BioCryst Pharmaceuticals, In $100.0( $ 69.01 $ 36.9( $ 8.1¢ $ 38.5% $ 30.8%
The NASDAQ Stock Marke 100.0( 109.87 119.1¢ 57.42 82.57 97.97
NASDAQ Pharmaceutical Stoc 100.0( 97.8¢ 102.9: 95.7¢ 107.6: 116.6¢

The above graph measures the change in a $10Grmeeisin our common stock based on its closingepoic
$16.75 on December 31, 2005 and its year-end dqguwice thereafter. Our relative performance isitbempared
with the CRSP Total Return Indexes for the NASDAQCcR Market (U.S.) and NASDAQ Pharmaceutical Stocks

Recent Sales of Unregistered Securities

None.
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Issuer Purchases of Equity Securitie

The following table contains information about reghases of our common stock or shares surrendered t

satisfy tax obligations during the fourth quarté2610:

Approximate

Dollar Value
of Shares
Total Number of That May
Total Shares Purchased Yet Be
Number of Average as Part of Publicly Purchased Unde
Shares Price Paid Announced Plans the Plans or
Purchased(1 per Share or Programs Programs
Period
October 201( 68 $ 5.0C — —
November 201( 68 4.8¢ — —
December 201 68 4.91 — —
Total 204 $ 4.9: — —

(1) Amounts represent shares of common stock deliered as payment of withholding taxes due on ttstivg o

restricted stock issued under our Stock Incentiaa.l

ITEM 6. SELECTED FINANCIAL DATA

Years Ended December 31,

2009

2008 2007 2006

2010
Statement of Operations Data:
Total revenue $ 62,38
Research and development exper 82,47:
Net loss (33,859

Amounts per common shal
Basic and diluted net loss per sh

(In thousands, except per share data)

$74,58¢ $5656] $71,23¢ $ 6,21z
72,30 73,327  94,05.  47,08:
(13,45) (24,737 (29,055 (43,619
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Long-term deferred revent

Total stockholder equity
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$ 66,34: $ 94,25¢ $ 63,31« $ 85,00¢ $ 46,23¢
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Accumulated defici (296,579 (262,719 (249,269 (224,536 (195,48)
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

This Annual Report on Form 10-K contains certaatesnents of a forward-looking nature relating ttufe
events or the future financial performance of Big&lr Such statements are only predictions and ¢theabaevents or
results may differ materially from the results dissed in the forward-looking statements. Factoas tould cause
or contribute to such differences include thoseulised below as well as those discussed in othmgsiimade by
BioCryst with the Securities and Exchange Commis

The following Management’s Discussion and Anal{f$#D&A”) is intended to help the reader understaodr
results of operations and financial condition. MD8g"\provided as a supplement to, and should be iead
conjunction with, our audited Financial Statemeautsl the accompanying notes to the financial statesngnd othe
disclosures included in this Annual Report on FA®AK (including the disclosures under “ltem 1A. Risactors”).

Overview
Recent Corporate Highlights
Peramivir

Collaborative Agreements In January 2007, the U.S. Department of Healthtdnman Services (“HHS")
awarded us a $102.6 million, four-year contracttfier advanced development of peramivir for thettneat of
influenza. During 2009, peramivir clinical developm shifted to focus on intravenous delivery aredtteatment of
hospitalized patients. To support this focus, a&aper 2009 contract modification was awarded terakthe
intravenous (“i.v.”) peramivir program by 12 montusd to increase funding by $77.2 million. On Fealoy24,
2011, we announced that HHS had awarded us a $5bidn contract modification, intended to fund cpletion of
the Phase 3 development of i.v. peramivir for teatment of patients hospitalized with influenzhisTcontract
modification brings the total award from HHS to 428million and extends the contract term by 24 theithrough
December 31, 2013, providing funding through coripieof Phase 3 and the filing of a new drug agglan
(“NDA") to seek regulatory approval for i.v. perarmiin the U.S.

In February 2007, we established a collaboratileiomship with Shionogi & Co., Ltd. (“Shionogi”pf the
development and commercialization of peramivirapah. In January 2010, Shionogi received marketi
manufacturing approval for i.v. peramivir in Japangd we received a third and final regulatory ntdas payment c
$7.0 million in January 2010 as a result of thiprapal. We may receive future commercial event shiae
payments of up to $95.0 million from Shionogi. Stogi has commercially launched peramivir under the
commercial name RAPIACTARin Japan. Shionogi has received the indicatiorsngfle dose administration of
300 mg i.v. peramivir for adult uncomplicated sewdanfluenza infection, as well as single and fpidtdose
administration of 600 mg i.v. peramivir for the ieats at high-risk for complications associatedhiiifluenza.
Shionogi is authorized to supply peramivir as &ith800 mg i.v. bag or a 150 mg vial for i.v. difusion.

On October 27, 2010, we announced that Shionogréeglved approval of an additional indication dige of
i.v. peramivir to treat children and infants witifluenza in Japan. Shionogi has stated that indigeo secure an
adequate supply of RAPIACTAto treat approximately one million people during tipcoming influenza season,
and that it is taking steps to ensure its manufagjcapability and a stable supply to meet urgkmhands.

In the first quarter of 2010, we recorded royattyenue of approximately $0.7 million related tcesabf
RAPIACTA ®in Japan and the royalties were paid to us by Sigjoin the second quarter of 2010. RAPIACPA
received accelerated approval in Japan in Jand§ 2o it could be made available as a treatmeidroguring the
H1N1 pandemic. At the time of this approval, RAPIRC® stability testing was ongoing and as a resultpitoeluct
sold during early 2010 had a short shelf life. Dgrthe fourth quarter of 2010, in response to rstpugom
customers to return RAPIACTA&due to the shelf life reaching expiration, Shionclgdse to accept returns for
substantially all of the $0.7 million of productigbed early in 2010 and
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submitted the returns to us for credit. Accordinglhe reversed the $0.7 million of royalty revenaearded in the
first quarter of 2010.

On March 9, 2011, we announced that we had conthie®30.0 million financing transaction to monetize
certain future royalty and milestone payments umdedicense agreement (the “Shionogi Agreementth w
Shionogi, pursuant to which Shionogi licensed fregrthe rights to market peramivir in Japan andpjroved for
commercial sale, Taiwan

As part of the transaction, we transferred to JBRaRy Sub LLC (“Royalty Sub”), our newly-formed why-
owned subsidiary, certain rights under the Shioageement, including the right to receive futuogalty and
milestone payments under the Shionogi Agreemenpakisof the transaction, we also transferred tgaRyp Sub the
right to receive payments under a new Japanes&gamdllar foreign currency hedge arrangement threput into
place in connection with the transaction. Our dmlation with Shionogi remains unchanged as atre$tihe
transaction.

As part of the transaction, Royalty Sub issued $3flillion in aggregate principal amount of its PhéR
Senior Secured 14% Notes due 2020 (the “PhaRMANpte a private placement exempt from registratioler
the Securities Act of 1933, as amended (the “Stesarct”). The PhaRMA Notes bear an interest odit#4.0%,
with interest payable annually on September 1siaech year, beginning September 1, 2011, and ciintidegal
maturity date. The royalty and milestone paymehtmy, that Royalty Sub will be entitled to receiunder the
license agreement with Shionogi, together with payyments made under the currency hedge arrangemefitinds
that may be available from certain accounts of Rgy&ub (including an interest reserve account), vé the
principal source of payment of principal of, antehest and any premium on, the PhaRMA Notes. TiedRRIA
Notes are secured by a security interest grantéRidyyalty Sub in its rights to receive payments uride Shionog
Agreement and the currency hedge arrangementf, itdl ather assets and a pledge by us of our equityership
interest in Royalty Sub. The PhaRMA Notes are nalfable prior to March 9, 2012. On or after Margi2012, the
PhaRMA Notes may be redeemed at any time prioraturity, in whole or in part, at the option of RityaSub at
specified redemption premiums.

The PhaRMA Notes have a final legal maturity of 8&maber 1, 2020. Under the terms of the PhaRMA Notes,
when Shionogi payments (together with any paymeratde under the currency hedge arrangement) recejved
Royalty Sub exceed Royalty Sub’s ongoing expensddtee interest payments due annually on the PhaRIdgt&s,
the excess will be applied to the repayment ofgipal of the PhaRMA Notes until they have been paifdill.
Accordingly, depending on payments from Shiondug, PhaRMA Notes may fully amortize and be repaidro
the final legal maturity date. We remain entitledéceive any royalties and milestone paymentse@ia sales of
permaivir by Shionogi following repayment of thea®MA Notes. The PhaRMA Notes constitute obligatiohs
Royalty Sub, and are non-recourse to us excepietextent of our pledge of our equity interest ay&ty Sub as
part of the collateral securing the PhaRMA Notdse PhaRMA Notes are not convertible into our equity

We received net proceeds of approximately $23.0anifrom the transaction after transaction cosid a
establishment of a $3.0 million interest reservenaat by Royalty Sub which will be available tofhebver any
interest shortfalls on the PhaRMA Notes throught&aper 1, 2013.

In connection with the issuance by Royalty SuthefPhaRMA Notes, we entered into a foreign currdrezjge
arrangement to hedge certain risks associatedolwithges in the value of the Japanese yen relatitrest
U.S. dollar. Under the currency hedge arrangenvemtiave the right to purchase dollars and sellatenrate of 10
yen per dollar for which we may be required to pgyremium in each year from 2014 through 2020, igexi/the
currency hedge arrangement remains in effect. Angay of $2.0 million will be required if, on May 18 the
relevant year, the US dollar is worth 100 yen sslas determined in accordance with the currendgene
arrangement. In conjunction with establishing tedde currency arrangement, we will be requiredi pollateral
to the counterparty, which may cause us to expeeiadditional quarterly volatility in our earnings a result. We
will not be required at any time to post collateateeding the maximum premium payments remainaygliple
under the currency hedge arrangements. In estatgisie hedge, we provided initial funds of approately
$2.0 million to support our potential hedge obligas. Subject to certain obligations we have innaation with the
PhaRMA Notes, we have the right
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to terminate the currency hedge arrangement withaet to the 2016 through 2020 period by givingoeato the
counterparty prior to May 18, 2014 and payment $2# million termination fee.

On August 16, 2010, we announced that our partmeeisCross Corporation (“Green Cross”) had received
marketing and manufacturing approval from the KorEBaod & Drug Administration for i.v. peramivir toeat
patients with influenza A & B viruses, includingrmziemic HIN1 and avian influenza. Green Cross reckilie
indication of single dose administration of 300 ivg peramivir. Green Cross intends to launch pérarander the
commercial name PeramiFfin Korea.

Clinical Trials. On January 13, 2011, we announced top-line efalin our completed Phase 3 safety and
virology study of peramivir (“303”). This study was open-label, randomized trial of the anti-vaetivity, safety
and tolerability of i.v. peramivir administeredret as a once-daily infusion of 600 mg or a twiedydinfusion of
300 mg to 234 adult and adolescent subjects hdigpitiawith confirmed or suspected influenza infeatiThe
primary endpoint of the study was the change ilué@rfza virus titer in nasopharyngeal samples, nredswy log10
tissue culture infective dose50 (“TCID50"). Fortydf patients who contributed to the primary efficacalysis had
a positive baseline culture, 20 for the 300 mg @adaily group and 24 for the 600 mg once-daily graand both
dose regimens were generally safe and well-toldratee frequency and severity of adverse eventssimaitar in
the two groups, and was consistent with the prafilmfluenza patients hospitalized during the
2009-2010 pandemic. Serious adverse events (“SAEs® reported in 20 percent of patients. Overalitality
within 28 days of initial peramivir treatment wag ®ercent; no deaths were attributed to study,dand no safety
signals were identified. The analysis of the corebiimtent To Treat Infected (“ITTI") population shied median
time to resolution of fever was 25.3 hours; timelinical resolution, 92.0 hours; time to allevaatiof symptoms,
145 hours; and time to resumption of usual acésit6.8 days. Further analyses of the data am@mmgnd we wi
submit detailed analyses for presentation at anmpty medical meeting.

Our ongoing Phase 3 efficacy study of i.v. peram#801”) is a multicenter, randomized, double-bljn
controlled study to evaluate the efficacy and safét600 mg i.v. peramivir administered once-dddy five days in
addition to standard of care (“SOC"), compared @CSalone, in adults and adolescents who are héigpifadue to
serious influenza.

BCX4208

In September 2009, we announced the initiation dirgcal study of BCX4208 for the treatment of goQur
gout clinical trial 201 was a Phase 2, randomizedple-blind, placebgentrolled study to evaluate the efficacy i
safety of orally administered BCX4208 in subjectghwgout. The trial contained two parts: part ombich was a
parallel-group study of multiple doses of BCX42@8domized against a placebo and part two, whichavas
sequential-group study of escalating doses of B@&42andomized against placebo.

On April 28, 2010, we announced positive top-liasuits from a planned interim analysis of part ohthis
clinical study. The study’s primary endpoint was tthange in serum uric acid (“sUA”) concentratiftera21 days
of treatment compared to baseline concentratiar poi treatment. Part one of the study randomifeddut patient
with sUA concentrations greater than or equal teg2dL to placebo or to one of three different doaseBCX4208
(40 mg, 80 mg, 120 mg) administered once-daily2fbdays. All three doses of BCX4208 demonstrated a
statistically significant reduction in sUA levelsrapared to placebo at day 22. BCX4208 also denetesta
statistically significant difference in the progort of subjects with sUA levels less than 6 mg/dhmpared to
subjects treated with placebo, on day 22. Amongepts with a baseline sUA concentration below 1@dhgup to
63% showed sUA levels below 6 mg/dL on day 22. B@20&'was generally safe and well-tolerated at trseslo
evaluated in part one of this study. Reductionsaripheral blood lymphocytes were observed in p&itreated
with BCX4208. Overall, the frequency of adverserggen each of the BCX4208 treatment groups wasperable
to that observed in the placebo group.

We announced on August 5, 2010 that we achieveitiymtop-line results in part two of this clinicaludy.
Part two of the study was designed to sequentialbluate the safety and efficacy of up to thre&dédrigloses
(160 mg, 240 mg and 320 mg once-daily) of BCX4208] included various stopping criteria related to
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both safety and efficacy. The primary endpoint aftpwo of this study was the change in sUA coneiun at day
22, following 21 days of once-daily treatment, camga to baseline SUA concentration prior to treatm®ince all
pre-specified efficacy criteria were met followiadministration of the 240 mg dose, the 320 mg dosep was not
initiated and the study was stopped. Both dos&0X4208 evaluated in part two met the primary eriafpof the
study. BCX4208 also demonstrated a statisticafipificant difference in the proportion of subjeatish sUA levels
less than 6 mg/dL, compared to subjects treatel plétcebo, on day 22. Overall, the frequency ofaskr events in
each of the BCX4208 treatment groups was compatatiteat observed in the placebo group. Additiatatlies
designed to evaluate longer-term exposure are ddederther define the safety and tolerability fideoof
BCX4208.

Detailed results from this clinical study were gneted at the American College of Rheumatology mgeti
Atlanta, Georgia on November 8, 2010. The postackmed that BCX4208 doses administered at 40130, 160
and 240 mg once-daily monotherapy rapidly and ficamtly reduced sUA in patients with gout. BCX4208s
generally safe and well-tolerated at all dosesusatall in the study.

Additionally, on June 1, 2010, we announced thatwgee initiating a second Phase 2 study of BCX4208
patients with gout. The study was designed to eatalthe urate-lowering activity and safety of sal’doses of
BCX4208 alone and in combination with selected dadellopurinol administered once-daily. On Segieml6,
2010, we announced positive top-line results frore $tudy. A dose-response was demonstrated farGX4208
and allopurinol, and the combination of BCX4208 atidpurinol was shown to be superior to eithermgdalone in
sUA reduction. In five of these nine combinationwgps, 80 percent or more of the patients achievadifa
concentration of less than 6 mg/dL. Combination®wier doses of BCX4208 with allopurinol showed itigld or
synergistic effects in SUA reduction. The doseB©6%X4208 alone and in combination with allopurinebiated in
the study were generally safe and well-tolerated.

On December 22, 2010, we announced the initiati@aRhase 2b study of BCX4208 as add-on therapgpin
patients who have not responded adequately towallogd therapy alone. This randomized, double-hlithase-
response 250-patient study is designed to evatbateafety and efficacy of BCX4208 in combinatioithw
allopurinol in gout patients who have failed toaledhe sUA objective of <6 mg/dL following treatntevith
allopurinol 300 mg alone. The primary endpointtaf study is the proportion of subjects with sUAm@/dL at day
85. The study utilizes a parallel-group design/)eating BCX4208 at doses of 5 mg, 10 mg, 20 mgy4Qand
placebo administered once-daily for 12 weeks, mlmioation with allopurinol’s standard dose of 30§.m

We also plan to initiate a long-term safety stufiiBéXxX4208 in 2011.

Forodesine

On September 15, 2010, we announced preliminarditeresults from our pivotal multinational, optabel,
single-arm trial evaluating 200 mg once-daily doabdesine in the treatment of relapsed or refrgo®T CL. The
study’s primary endpoint was objective response, @¢fined as complete or partial cutaneous respthias is
sustained for at least 28 days, in patients witr Istage disease who had previously receivedhat three systemic
therapies for their disease. Eleven of 101 (119%4@bnfidence interval: 6-19%)) later stage patiemlled
achieved a partial cutaneous response, while rientatachieved a complete response. Of the rentpiaiar stage
patients, 56 (55%) had stable disease as theirégmdnse, 30 (30%) had progressive disease, withds@an time to
progression of 353 days, and four (4%) were noluadde. Oral forodesine was generally safe and-teddrated in
this study.

Long-term data from our Phase 2 study of forodesirpatients with CTCL was presented at the 45thush
Meeting of the American Society of Clinical Oncojoig May 2009. This poster presentation reviewedshfety
and efficacy of forodesine for CTCL patients ofg&tdb to stage IV who failed standard therapiesraodived
forodesine treatment for greater than 12 months.

Also on September 15, 2010, we announced intersultefrom our exploratory Phase 2 study to ingesé th
efficacy and safety of forodesine as monotherap¥id.. In this open-label, single-arm, multi-censtudy,
forodesine was administered orally at 200 mg tvdady for 28-day cycles in 25
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previously treated CLL patients. The primary endpof the study was overall response rate. Congtistéh results
of previous clinical trials, forodesine was genlgrahfe and well-tolerated in this study.

On December 4, 2010, we presented new data fravsthdy that confirmed forodesine’s clinical adtivin the
treatment of CLL at the 52nd Annual American SocEtHematology Meeting & Exposition held in Orlamd
Florida. An analysis conducted after all patienésevfollowed througk 6 months showed that six of 23 response-
evaluable patients demonstrated a partial resporfeeodesine, resulting in a response rate of@éqnt.
Forodesine 200 mg orally-administered twice-daiswenerally safe and well-tolerated in this stddye pattern,
frequencies and severity distribution of adversenéywere generally consistent with CLL-associgisor bone
marrow function and immunodeficiency, prior theegpand co-morbidities.

We are exploring the interest level of potentiatpars as a possible path forward for the futuneetigment of
forodesine in the U.S. Absent a U.S. partner, waatglan to conduct additional studies of forodesr file a new
drug application (“NDA”") with the U.S. Food and yé&dministration (“FDA"). We have shared this infioation
with Mundipharma, along with our decision not totoue further development of forodesine in the
U.S. Mundipharma has expressed disappointmentdegathe development of forodesine and this outcdbme
February 21, 2011, we received a letter from Muhdima’s legal counsel notifying us that they intthtb utilize
the dispute resolution provisions of our agreemetit them, which includes meetings of senior manags and th
later possibility of arbitration. No amounts haweh accrued relating to this matter.

License Agreement with Albert Einstein College ofldicine of Yeshiva University and Industrial Resear
Ltd. ("AECOM” and “IRL" respectively).

In May 2010, we entered into an amendment to teride Agreement dated June 27, 2000, as subsaquentl
amended (the “License Agreement”), by and amongnasAECOM and IRL (the “Licensors”). The amendment
further amended the License Agreement through wivielobtained worldwide exclusive rights to devedoa
ultimately distribute any drug candidates that migtise from research on a series of PNP inhihifoduding
forodesine and BCX4208. Under the terms of the atmemt, the Licensors agreed to accept a reductionehalf
in the percentage of future payments received ttard-party sublicensees of the licensed PNP inbiibithat must
be paid to the Licensors. This reduction does pptyato (i) any milestone payments we may receivehe future
under our license agreement dated February 1, 2@@86Vviundipharma International Holdings Limited
(“Mundipharma”) and (ii) royalties received fromrasublicensees in connection with the sale of Beshproducts,
for which the original payment rate will remaineffect. The rate of royalty payments to the Liceadmsed on net
sales of any resulting product made by us remaickanged.

In consideration for the modifications to the liseragreement, we issued to the Licensors shams of
common stock with an aggregate value of approxiim&®.9 million and paid the Licensors approximat£90,000
in cash. Additionally, at our sole option and sgbje certain agreed upon conditions, any futune-rayalty
payments due to be paid by us to the Licensorsrithdd.icense Agreement may be made either in ¢agares ¢
our common stock, or in a combination of cash drades.

Results of Operations
Year Ended December 31, 2010 Compared with the gated December 31, 2009

Total revenues of $62.4 million consisted primadafyreimbursement of collaboration expenses, iroiyd
$42.5 million from HHS for the continued developrnehi.v. peramivir and the sale of $8.3 million méramivir
active pharmaceutical ingredient (API) and othartstg materials to Shionogi and Green Cross, dsasa
$7.0 million milestone payment from Shionogi rethte the marketing and manufacturing approval oPR¥CTA
®in Japan during the first quarter 2010. Full ye@®@2total revenue of $74.6 million was significgrithpacted by
the fourth quarter 2009, primarily due to a $22i8iom sale to HHS for the supply of i.v. perami¥ar the treatmel
of critically ill influenza patients under an Emergy Use Authorization (‘EUA”"), and includes $37m@lion of
peramivir development expense reimbursement fronS HAl addition, we recognized less revenue from our
collaboration with Mundipharma during 2010 compate@009.
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Cost of products sold for the year ended DecembgP@10 was negligible due to the lower amountrofipct
sale as compared to the prior year. Cost of predemit for the year ended December 31, 2009 wa®xipmately
$4.5 million. Included in cost of products sold tbe year ended December 31, 2009 is a $4.0 mitlfomision for
peramivir finished goods inventory. We expensesosiated to the production of inventories as neseand
development expenses in the period incurred umtidime it is believed that future economic bernisfexpected to
be recognized, which generally is reliant upon ifggagf regulatory approval. Upon regulatory approvee
capitalize subsequent costs related to the praztuctiinventories. We determined that the FDA'sngreg of the
EUA for peramivir in October 2009 was objective gadsuasive evidence that supported capitalizatigreramivir
inventories manufactured after the issuance oEWA. As a result, we recorded manufacturing cos®&4a0 million
for peramivir finished goods inventory. However, exaluated whether the costs capitalized as invgmtould be
recoverable in a future period. Given the lacklgjeotive, reliable evidence to support future dednfaom peramivir,
we concluded that there was no certainty that &usades would materialize and revenues would exiteedosts
incurred. Therefore, the capitalized inventory Vdly reserved.

Research and development expenses increased ®riBon for 2010 compared to $72.3 million foretiprior
year. The $10.2 million increase was primarily duéigher development costs associated with tharpieir and
BCX4208 programs as well as the Company’s preadinprograms. These increases in R&D expenses were
partially offset by a decrease in development cast®ciated with the forodesine program.

General and administrative expenses increased4t@ $illion for 2010 from $11.5 million for 2009 his
increase was primarily due to higher consulting fiegtated to supply chain and other commerciaVviiets, as well
as legal fees, operating and personnel related.cost

Interest income for 2010 was $0.5 million as corepan $0.3 million for the prior year, due to higlawerage
cash and securities on hand during 2010 as compa@@D9. The increase in cash and securities pifintasulted
from the sale of 5.0 million shares of common stimcklovember 2009 resulting in net proceeds of $4illion.

The net loss for the year ended December 31, 2@HEX$83.9 million, or $0.76 per share, comparedrtetdos:
of $13.5 million, or $0.35 per share for the yeaded December 31, 2009.

Year Ended December 31, 2009 Compared with the gated December 31, 2008

Total revenues increased to $74.6 million for tearyended December 31, 2009 as compared to $58idmi
for the year ended December 31, 2008. This increasedriven by $22.9 million in product sales i020primarily
the $22.5 million order of 10,000 courses of i.ergmivir from HHS, as well as a $7.0 million milesé payment
from our partner, Shionogi, related to its filinfjam NDA to seek regulatory approval for i.v. peraimin Japan. In
addition, revenue from the contract with HHS fae tlevelopment of peramivir increased by $16.3 amillduring
2009 as two global Phase 3 studies were initidthdse increases were offset by lower amortizatiateterred
revenue from our collaborative arrangements. Sigady, $27.8 million of previously deferred revenwas
recognized during 2008 as Roche terminated italotation with us in 2008.

Cost of products sold for the year ended DecembgP@09 was approximately $4.5 million. Includectost of
products sold is a $4.0 million provision for peraimfinished goods inventory. We expense costategl to the
production of inventories as research and developegenses in the period incurred until such finebelieved
that future economic benefit is expected to begeaed, which generally is reliant upon receiptezfulatory
approval. Upon regulatory approval, we capitalizbsequent costs related to the production of iroréeg. We
determined that the FDA'’s granting of the EUA fergmivir in October 2009 was objective and persgasi
evidence that supported capitalization of peramixientories manufactured after the issuance oEtha. As a
result, we recorded manufacturing costs of $4.0Qaniffor peramivir finished goods inventory. Howeyvee
evaluated whether the costs capitalized as inventould be recoverable in a future period. Gives ldck of
objective, reliable evidence to support future dedfor peramivir, we concluded that there was ntadsty that
future sales would materialize and revenues woxibged the costs incurred. Therefore, the capilimeentory
was fully reserved.
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The remaining amounts included in cost of prodsotd for the year ended December 31, 2009 relate to
components, secondary packaging, and royalties@amiissions paid to third parties as a result efg@ramivir
product sales. No costs for the manufacturing efg@ramivir finished goods were included in cogprafducts sold,
as the manufacturing was completed prior to theaisse of the EUA.

Until we sell the inventory for which costs wereyiously expensed, our cost of products sold &illect only
incremental costs incurred subsequent to the isguaitthe EUA in October 2009. As such, if we #edit portion of
our existing inventory, there will be a period imfi¢ where revenue could be recognized with little®
corresponding cost. Therefore, we anticipate theigross margin on future product sales, if anil,fluctuate and
not be comparable from quarter to quarter.

Research and development expenses decreased 3on§iliian for 2009 from $73.3 million for 2008 due
reductions of $1.3 million in clinical developmeststs, $3.8 million in manufacturing costs, and$gillion in
toxicology costs for the forodesine program, ad aglower costs of $2.0 million related to our-gphaical
compounds and $1.4 million in general operating perdonnel related costs. In addition, $8.6 millkdpreviously
deferred expense was recognized during 2008 aseReominated its collaboration with us in 2008. §deecreast
were offset by higher clinical development cost$o6 million for peramivir and $1.5 million for BG208 in
2009, as well as an increase of $6.3 million in nfacturing and $1.5 million in consulting fees the peramivir
program.

General and administrative expenses increasedlt® $illion for 2009 from $10.4 million for 2008 his
increase was primarily due to higher legal and utiing) fees.

Interest income for 2009 was $0.3 million as coredédo $2.4 million for the prior year, due to a Ewvaverage
cash and securities balance as well as significémiler yield earned on interest-bearing assets.

The net loss for the year ended December 31, 2@389%943.5 million, or $0.35 per share, comparedretdos:
of $24.7 million, or $0.65 per share for the yeaded December 31, 2008.

Liquidity and Capital Resources

Cash expenditures have exceeded revenues singeception. Our operations have principally beerdioh
through public offerings and private placementeaity securities and cash from collaborative atheioresearch
and development agreements, including governmenitaxis. On February 24, 2011, we announced th& kit
awarded us a $55.0 million contract modificatioteirded to fund completion of the Phase 3 developwieiv.
peramivir and on March 9, 2011, we completed a®8&dllion financing transaction to monetize certiture
royalty and milestone payments. S®ecent Corporate Highlights, Peramiwbove for further discussion and def
regarding the implication of these transactionfiedsources of funding have included the following:

« other collaborative and other research and devedopaigreement:
e government grant:

* equipment lease financin

« facility leases

 research grants; ai

* interest income

We have attempted to contain costs and reducefleaghequirements by renting scientific equipmenta
facilities, contracting with other parties to contluertain research and development and using tants We
expect to incur additional expenses, potentialbulténg in significant losses, as we continue tospa our research
and development activities in general and spedfficalated to our clinical trial activity. We alsxpect to incur
substantial expenses related to the filing, pras@ecumaintenance, defense and enforcement of patehother
intellectual property claims and additional regofgitcosts as our clinical products advance thrdatgr stages of
development.
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The objective of our investment policy is to enstine safety and preservation of invested fundsyedsas
maintaining liquidity sufficient to meet cash flawgquirements. We place our excess cash with higdlitoquality
financial institutions, commercial companies, anggrnment agencies in order to limit the amourdwofcredit
exposure. We have not realized any significantde$som investments.

During 2010, 2009 and 2008, we incurred capitatsosapproximately $0.3 million, $0.6 million and
$1.2 million, respectively.

At December 31, 2010, we had long-term operatiagdeobligations, which provide for aggregate mimmu
payments of approximately $854,000 in 2011, $871j6®012 and $873,000 in 2013. These obligationkide the
future rental of our operating facilities.

We plan to finance our needs principally from tbkofving:

» payments under our contract with H+

 our existing capital resources and interest eaoneithat capital

» payments under collaborative and licensing agre&sneith corporate partners; a
« lease or loan financing and future public or prevéihancing.

For the year, our cash, cash equivalents, and rtadnlleesecurities balance decreased from $94.3omids of
December 31, 2009 to $66.3 million as of Decemie2810. Our net cash burn for 2010 was $27.9 anillor
$2.3 million per month. For 2011, we expect thathcase will be approximately $30.0 million. Our lcase will
vary depending on clinical outcomes and could wgpificantly from our expectations depending oa timing of
Company expenses and the related reimbursementduorrollaborators.

As our clinical programs continue to progress aatiept enroliment increases, our costs will incee&@ur
current and planned clinical trials plus the redadevelopment, manufacturing, regulatory approvatess
requirements and additional personnel resourcesestidg required for the continuing developmenbwif drug
candidates will consume significant capital researand will increase our expenses. Our expensemues and
burn rate could vary significantly depending on snéactors, including our ability to raise additidrapital, the
development progress of our collaborative agreesnfentour drug candidates, the amount and timinfgioding we
receive from HHS for peramivir, the amount of fumglior assistance, if any, we receive from otheregomental
agencies or other new partnerships with third parfior the development of our drug candidatesptbgress and
results of our current and proposed clinical trfalsour most advanced drug products, the progresse in the
manufacturing of our lead products and the progpass our other programs.

With the funds available at December 31, 2010 amgaré amounts that are expected to be received fbig,
net proceeds from the March 9, 2011 financing &afisn to monetize certain future royalty and maes paymen
under our license agreement with Shionogi, andther collaborators, we believe these resourcddwisufficient
to fund our operations for at least the next 24 tm@nHowever, this is a forward looking statement] there may |
changes that would consume available resourcesisagnly before such time.

Our long-term capital requirements and the adeqo&oyr available funds will depend upon many fasto
including:

 our ability to perform under the contract with HId&d receive reimburseme
« the progress and magnitude of our research, deapadéry and development prograt
« changes in existing collaborative relationshipg@rernment contract

« our ability to establish additional collabavatrelationships with academic institutions, basteology or
pharmaceutical companies and governmental ageocmber third parties
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 the extent to which our partners, includinggmmental agencies will share in the costs aststiaith the
development of our programs or run the developrpesgrams themselve

« our ability to negotiate favorable development aratketing strategic alliances for certain drug édatks; o
a decision to build or expand internal developnasmt commercial capabilitie

* successful commercialization of marketed produgtsither us or a partne

* the scope and results of preclinical studies aimicel trials to identify and evaluate drug candéda

« our ability to engage sites and enroll subjectsunclinical trials;

« the scope of manufacturing of our drug candidatesipport our preclinical research and clinicall$;i
« increases in personnel and related costs to sugippodevelopment of our drug candida

« the scope of manufacturing of our drug substandedamg products required for future NDA filing

» competitive and technological advanc

« the time and costs involved in obtaining regulat@pprovals; an

« the costs involved in all aspects of intelliedtproperty strategy and protection including¢bsts involved in
preparing, filing, prosecuting, maintaining, defamgand enforcing patent clairr

We expect that we will be required to raise addiiacapital to complete the development and
commercialization of our current product candidatied we may seek to raise capital at any time veendmarket
conditions to be favorable. Additional funding, winer through additional sales of securities oratmkative or
other arrangements with corporate partners or fsthrer sources, including governmental agencieeirernl and
from the HHS contract specifically, may not be e when needed or on terms acceptable to usis§hance of
preferred or common stock or convertible securitiggh terms and prices significantly more favomtilan those of
the currently outstanding common stock, could hheeeffect of diluting or adversely affecting th@ldings or
rights of our existing stockholders. In addition|laborative arrangements may require us to trarcsfgain materie
rights to such corporate partners. Insufficiendfsimay require us to delay, scale-back or eliminat&in of our
research and development programs.

Off-Balance Sheet Arrangements

As of December 31, 2010, we have not participatedainsactions that generate relationships with
unconsolidated entities or financial partnershipsh as entities often referred to as structureghfie or special
purpose entities (“SPEs”), which would have bedal#ished for the purpose of facilitating off-batensheet
arrangements or other contractually narrow or Behipurposes. As of December 31, 2010, we werenmobied in
any material unconsolidated SPE or off-balancetsiieangements. On March 9, 2011, we completed a
$30.0 million financing transaction to monetizetaer future royalty and milestone payments underShionogi
Agreement. As part of the transaction, we transféto Royalty Sub certain rights, including théhtitp receive
future royalty and milestone payments from Shionogi

As part of the transaction, Royalty Sub issued G&dillion in aggregate principal amount of its PR
Notes. The PhaRMA Notes bear an interest rate @044with interest payable annually on Septembtofleach
year, beginning September 1, 2011, and on the lixgal maturity date of December 1, 2020. The PhaRMtes
constitute obligations of Royalty Sub, and are necsurse to us except to the extent of our pledgeioequity
interest in Royalty Sub as part of the collateegigsing the PhaRMA Notes. The PhaRMA Notes areanvertible
into our equity. SeRecent Corporate Highlights, Peramibove for further discussion and details regartiieg
implications of this transaction.

Contractual Obligations

In the table below, we set forth our enforceable l@gally binding obligations and future commitneand
obligations related to all contracts that we akelli to continue regardless of the fact that theyaancelable as of
December 31, 2010. The table below does not inahldigations resulting from the royalty
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monetization transaction, discussed above, thaedlon March 9, 2011. Some of the amounts we irdluthis
table are based on management’s estimates and @ssusrabout these obligations, including theiradion, the
possibility of renewal, anticipated actions by dhirarties, and other factors. Because these estmat]
assumptions are necessarily subjective, the oligatve will actually pay in future periods may y&mom those
reflected in the table.

Payments Due by Period

Less Than More Than
Contractual Obligations Total 1 Year 1-3 Years 3-5 Years 5 Years
Operating Lease Obligatiol $ 3,784,500 $ 853,67. $1,744,060 $1,186,77- $ —
Purchase Obligations(. 21,327,35  21,327,35 — — —
Total $25,111,85 $22,181,02 $1,725,00. $1,771,07. $288,43(

(1) Purchase obligations include commitments relatedibical development, manufacturing and research
operations and other purchase commitme

In addition to the above, we have committed to matential future “sublicense” payments to thirdtjges as
part of in-licensing and development programs. Raysunder these agreements generally become dymagable
only upon achievement of certain developmentaljleggry and/ocommercial milestones. Because the achieve
of these milestones is neither probable nor reddprstimable, such contingencies have not beesrded on our
balance sheet.

Critical Accounting Policies

We have established various accounting policietsgbeern the application of accounting principlesgrally
accepted in the United States, which were utilipetthe preparation of our financial statementst&eraccounting
policies involve significant judgments and assuonpiby management that have a material impactenatrying
value of certain assets and liabilities. Managentensiders such accounting policies to be critacalounting
policies. The judgments and assumptions used bygenent are based on historical experience and faitters,
which are believed to be reasonable under themistances. Because of the nature of the judgmedts an
assumptions made by management, actual resultd ddfér from these judgments and estimates, whatld have
a material impact on the carrying values of assetkliabilities and the results of operations.

While our significant accounting policies are méukly described in Note 1 to our financial staterseincludec
in this Annual Report on Form 104ér the year ended December 31, 2010, we belieatettie following accountir
policies are the most critical to aid you in fullpderstanding and evaluating our reported finamesults and affect
the more significant judgments and estimates tleatige in the preparation of our financial statesient

Accrued Expenses

As part of the process of preparing financial stegets, we are required to estimate accrued expensiss
process involves reviewing open contracts and @selrders, communicating with our applicable persbto
identify services that have been performed on etali and estimating the level of service perforrard the
associated cost incurred for the service when we hat yet been invoiced or otherwise notified cial cost. The
majority of our service providers invoice us momtim arrears for services performed. We make eséismaf our
accrued expenses as of each balance sheet datefinancial statements based on facts and ciramss known |
us. We periodically confirm the accuracy of oulirastes with the service providers and make adjustsné
necessary. To date, there have been no materiagjebdo our estimates. Examples of estimated at@xgenses
include:

 fees paid to contract research organizatinm®nnection with preclinical and toxicology stusland clinical
trials;

« fees paid to investigative sites in connection withical trials;
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« fees paid to contract manufacturers in conaeratith the production of our raw materials, dsipstance
and drug products; ar

« professional service fee

We base our expenses related to clinical trialsworestimates of the services received and eféogpended
pursuant to contracts with multiple research intiths and clinical research organizations thatlocohand manage
clinical trials on our behalf. The financial terimisthese agreements are subject to negotiatiog,fu@mn contract to
contract and may result in uneven payment flowgntemts under some of these contracts depend ardastich as
the successful enrollment of patients and the cetigpl of clinical trial milestones. In accruing gee fees, we
estimate the time period over which services wéligerformed and the level of effort to be expendezhch period.
If the actual timing of the performance of serviceshe level of effort varies from our estimates will adjust the
accrual accordingly. To date, there have been rtemmabchanges to our estimates. If we do not iflenbsts that
we have begun to incur or if we underestimate @restimate the level of services performed or tretscof these
services, our actual expenses could differ fromestimates.

Revenue Recognition

The Company recognizes revenues from collaborativkother research and development arrangements and
product sales.

Collaborative and Other Research and Developmerdagements

Revenue from license fees, royalty payments, epayinents, and research and development fees are
recognized as revenue when the earnings processiglete and we have no further continuing perforrea
obligations or we have completed the performandigations under the terms of the agreement. Femswed unde
licensing agreements that are related to futurtopaance are deferred and recognized over an dstihperiod
determined by management based on the terms afjie@ment and the products licensed. In the evisdrese
agreement contains multiple deliverables, we evaludether the deliverables are separate or comthinis of
accounting. Revisions to revenue or profit estima® a result of changes in the estimated revesnisdpare
recognized prospectively.

Under certain of our license agreements, we regeiyaity payments based upon our licensees’ nes sl
covered products. Generally, under these agreemeateceive royalty reports from our licenseesragimately
one quarter in arrears, that is, generally in #med month of the quarter after the licensee blaistbe royalty-
bearing product. We recognize royalty revenues wheican reliably estimate such amounts and colditiais
reasonably assured.

Royalty revenue paid by Shionogi on their prodad¢s is subject to returns. Peramivir is a newlsointuced
product and there is no historical experience ¢thatbe used to reasonably estimate product reflihesefore, we
defer recognition of royalty revenue from Shionogtil a right of return no longer exists or untihas developed
sufficient historical experience to estimate prddeturns.

Reimbursements received for direct out-of-pock@teeses related to research and development cests ar
recorded as revenue in the income statement rettheras a reduction in expenses. Event paymentsewognized
as revenue upon the achievement of specified eWfgfsthe event is substantive in nature andatigievement of
the event was not reasonably assured at the ioceptithe agreement and (2) the fees are non-rahlecind non-
creditable. Any event payments received prior tsBang these criteria are recorded as deferredrae. Under the
Company’s contract with HHS, revenue is recognaedeimbursable direct and indirect costs are necur

Product Sales

Sales are recognized when there is persuasiveregdbat an arrangement exists, title has padsegyice wa
fixed and determinable, and collectability is rasduly assured. Product sales are recognized net of
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estimated allowances, discounts, sales returnsgebacks and rebates. Product sales recognizetgd20iL0 and
2009 were not subject to a contractual right afinret

Research and Development Expenses

Our research and development costs are chargegbémse when incurred. Advance payments for goods or
services that will be used or rendered for futesearch and development activities are deferrecapitalized.
Such amounts are recognized as expense when #gedgloods are delivered or the related servieepenformed.
Research and development expenses include, ambegit@ms, personnel costs, including salariesheamefits,
manufacturing costs, clinical, regulatory, and ta¥bgy services performed by contract researchrozgtions
(“CROs"), materials and supplies, and overheadtations consisting of various administrative ardllitées related
costs. Most of our manufacturing and clinical anelcpnical studies are performed by third-party GRQosts for
studies performed by CROs are accrued by us oeesdtvice periods specified in the contracts atithates are
adjusted, if required, based upon our on-goingene\of the level of services actually performed.

Additionally, we have license agreements with thedties, such as AECOM, IRL, and UAB, which requir
fees related to sublicense agreements or mainterfaas. We expense sublicense payments as inauttests they
are related to revenues that have been deferredhiah case the expenses are deferred and recagovee the
related revenue recognition period. We expenseteramce payments as incurred.

At December 31, 2010, we had deferred collaboratiqgrenses of approximately $9.0 million. These mlete
expenses were sub-license payments, paid to odeade partners upon receipt of consideration fr@amous
commercial partners, and other consideration tcasademic partners for modification to existinglise
agreements. These deferred expenses would nobleaweincurred without receipt of such payments or
modifications from our commercial partners andlzimg expensed in proportion to the related revémirg
recognized. We believe that this accounting treatrappropriately matches expenses with the assaciatenue.

We group our R&D expenses into two major categodesct external expenses and all other R&D expens
Direct external expenses consist of costs of oafsatties to conduct laboratory studies, to develapufacturing
processes and manufacture the product candidatentiuct and manage clinical trials and similatsoslated to
our clinical and preclinical studies. These costsecumulated and tracked by program. All otheDR&penses
consist of costs to compensate personnel, to psedad supplies and services, to maintain ourifiacédquipment
and overhead and similar costs of our researctdandlopment efforts. These costs apply to workamnctinical
and preclinical candidates as well as our discovesgarch efforts. These costs have not been achdngetly to
each program historically because the number afymbcandidates and projects in research and dawelot may
vary from period to period and because we utiligernal resources across multiple projects atdhsestime.
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The following table summarizes our R&D expensesgterperiods indicated (amounts in millions):

Year Ended December 31
2010 2009 2008

Direct external R&D expenses by program:

PNP Inhibitor (forodesine $ 55 $10.2 $15.¢
Neuraminidase Inhibitor (peramivi 43.F 36.¢ 21.k
PNP Inhibitor (BC>-4208) 9.1 2.5 9.C
Other 1.3 — 2.1
All other R&D expenses:
Compensation and fringe benet 12.¢ 12.: 12.¢
Professional service 0.7 1.2 2.6
Travel 0.3 0.4 0.4
Overhead allocation and ott 9.3 8.8 8.€
Direct external R&D expenses by program $82.8  $72. $73.C

At this time, due to the risks inherent in the idal trial process and given the stages of ourousrproduct
development programs, we are unable to estimateamy certainty the costs we will incur in the ¢ouaéd
development of our drug candidates for potentiahw@rcialization. While we are currently focusedaolvancing
each of our development programs, our future R&Pemses will depend on the determinations we make the
scientific and clinical success of each drug caatgidas well as ongoing assessments as to eackairdglate’s
commercial potential. As such, we are unable tdiptédnow we will allocate available resources amongproduct
development programs in the future. In addition,caenot forecast with any degree of certainty teetbpment
progress of our existing partnerships for our dragdidates, which drug candidates will be subdtiture
collaborations, when such arrangements will be regtuf at all, and to what degree such arrangesnentild affect
our development plans and capital requirements.

The successful development of our drug candidataadertain and subject to a number of risks. Waagbe
certain that any of our drug candidates will prtwd&e safe and effective or will meet all of thelkgable regulatory
requirements needed to receive and maintain matkefiproval. Data from preclinical studies andicéhtrials are
susceptible to varying interpretations that cowdthyl, limit or prevent regulatory clearance. We, BEDA, or other
regulatory authorities may suspend clinical trelsiny time if we or they believe that the subj@eicipating in
such trials are being exposed to unacceptable oiskssuch regulatory agencies find deficiencieshe conduct of
the trials or other problems with our products urdkvelopment. Delays or rejections may be encoedteased on
additional governmental regulation, legislationméaistrative action or changes in FDA or other fagury policy
during development or the review process. Othé&sréssociated with our product development programas
described in Risk Factors in Part |, Item 1A oftAnnual Report on Form 10-lds updated from time to time in ¢
subsequent periodic reports and current repogd filith the SEC. Due to these uncertainties, ateanad
meaningful estimates of the ultimate cost to barqroduct to market, the timing of completion of af our produc
development programs and the period in which maltast cash inflows from any of our product devehemt
programs will commence are unavailable.

Stock-Based Compensation

All sharebased payments, including grants of stock optioarde/and restricted stock awards, are recogniz
our income statement based on their fair valuexk3hased compensation cost is estimated at timnt dade based
on the fair value of the award and is recognizeex@®nse on a straiglite basis over the requisite service perio
the award. Determining the appropriate fair valweet and the related assumptions for the modelimegju
judgment, including estimating the life of an awaite stock price volatility, and the expected te
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Recent Accounting Pronouncement

Note 12 to the Financial Statements included imI8of this Annual Report on Form 10-K discusses
accounting pronouncements recently issued or pezbbat not yet required to be adopted.

7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

The objective of our investment policy is to enstine safety and preservation of invested fundsyedsas
maintaining liquidity sufficient to meet cash flawquirements. We place our excess cash with higlitoquality
financial institutions, commercial companies, anggrnment agencies in order to limit the amourtdreflit
exposure. Some of the securities we invest in naag market risk. This means that a change in gieganterest
rates may cause the principal amount of the investrio fluctuate. To minimize this risk, we schedaur
investments to have maturities that coincide withexpected cash flow needs, thus avoiding the teeesleem an
investment prior to its maturity date. Accordinglye do not believe that we have material exposuietérest rate
risk arising from our investments. Generally, aweastments are not collateralized. We have notzexhbny
significant losses from our investments.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

BioCryst Pharmaceuticals, Inc.

BALANCE SHEETS

ASSETS

Cash and cash equivalel
Restricted cas
Marketable securitie
Receivables from collaboratio
Inventories
Prepaid expenses and other current a:
Deferred collaboration expen

Total current asse
Marketable securitie
Furniture and equipment, n
Deferred collaboration expen

Total asset

LIABILITIES AND STOCKHOLDERS’ EQUITY
Accounts payabl
Accrued expense
Accrued vacatiot
Deferred ren
Deferred collaboration revent

Total current liabilities
Deferred ren
Deferred collaboration reveni
Stockholder equity:

Preferred stock: shares authorized — 5,000,00@S&iJunior Participating
Preferred stock, $.001 par value; shares authorizé&b,000; shares issued

and outstandin— none

Common stock, $.01 par value; shares authorize;608,000; shares issued

and outstandin— 44,958,988 in 2010 and 43,906,831 in 2
Additional paic-in capital
Accumulated other comprehensive (loss) ince
Accumulated defici

Total stockholder equity
Total liabilities and stockholde’ equity

December 31

2010 2009
$ 13,62237 $ 41,124,93
625,00 625,000
40,323,16 27,838,81
30,227,21 33,722,20
898,07 6,281,26:
1,004,43 1,055,71;
718,71 374,22
87,418,97  111,022,15
11,771,36 24,670,06
1,929,04 3,871,65:
8,327,84 2,626,24.
$109,447,23 $142,190,10
$ 820082 $ 18,069,76
16,486,92 15,794,80
585,21 839,36:
52,53 52,53
2,496,53. 2,496,53.
27,822,02 37,253,00
177,61 230,14!
15,944,37 18,440,91
449,59( 439,06¢
361,520,25  348,571,91
105, 71( (25,789
(296,572,33)  (262,719,14)
65,503,22 86,266,05
$109,447,23 $142,190,10

See accompanying notes to financial statements.
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BioCryst Pharmaceuticals, Inc.
STATEMENTS OF OPERATIONS

Revenues
Product sale
Collaborative and other research and developi
Total revenue
Expenses
Cost of products sol
Research and developm
General and administratiy
Total expense
Loss from operation
Interest and other incon
Net loss

Basic and diluted net loss per common sl
Weighted average shares outstanc

Years Ended December 31
2010 2009 2008

$ 325,000 $22,92250 $ —
62,056,33 51,666,81 56,561,36
62,381,33 74,589,31 56,561,36

86,45¢ 4,543,91. —
82,473,01  72,301,44  73,326,63
14,178,558  11,481,18  10,399,22
96,738,05  88,326,54  83,725,86
(34,356,71)  (13,737,22) (27,164,49)

503,53 285,68 2,432,92;
$(33,853,18) $(13,451,53) $(24,731,57)
$ 0.7 $ 0.35 $ (0.65)

44,564,17 38,925,52 38,062,13

See accompanying notes to financial statements.
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BioCryst Pharmaceuticals, Inc.
STATEMENTS OF STOCKHOLDERS’ EQUITY

Balance at December 31, 20C

Net loss

Unrealized loss on marketable securities
availabl«for-sale

Comprehensive los

Issue of restricted common stock, 76,536 sh
Exercise of stock options, 146,470 shares
Employee stock purchase plan sales, 84,907 s
Stocl-based compensation expel

Balance at December 31, 2008

Net loss
Unrealized loss on marketable securities
availabl«for-sale

Comprehensive los

Exercise of stock options, 532,379 shares

Sale of common stock, 5,000,000 shares
Employee stock purchase plan sales, 123,357 s
Purchases of treasury stock, 24,072 sh
Stocl-based compensation expel

Balance at December 31, 2009

Net loss
Unrealized gain on marketable securities
availablefor-sale

Comprehensive los

Exercise of stock options, 240,314 shares
Employee stock purchase plan sales, 51,329 s
Issuance of common stock, 761,326 shares
Purchases of treasury stock, 812 sh
Stock-based compensation expel

Balance at December 31, 201

Accumulated

Additional Other Total
Common Paid-In Comprehensive  Accumulated Stockholders’ Comprehensive
Stock Capital (Loss) Income Deficit Equity Loss

379,67: 288,683,36 378,05 (224,536,04) 64,905,05

— — — (24,731,57) (24,731,57) $ (24,731,57)

— — (274,55() — (274,55() (274,550

$ (25,006,12)
765 (76%) — — —
1,46% 397,63¢ — — 399,09¢
84¢ 266,69: — — 267,54(
— 5,860,65: — — 5,860,65-
382,75, 295,207,58 103,507 (249,267,61) 46,426,22

— — — (13,451,53) (13,451,53) $ (13,451,53)

— — (129,29() — (129,29() (129,290

$ (13,580,82)
5,32¢ 2,111,671 — — 2,117,00!
50,00C 45,690,19 — — 45,740,19
1,234 192,84t — — 194,08(
(247) (155,264 — — (155,509
= 5,524,88: — — 5,524,88:
$439,06¢ $348,571,91 $ (25,78%) $(262,719,14) $ 86,266,05

— — — (33,853,18) (33,853,18) $ (33,853,18)

— — 131,49¢ — 131,49¢ 131,49¢

$ (33,721,69
2,402 550,74: — — 553,14«
512 281,94( — — 282,45;
7,614 5,818,81! — — 5,826,42.
) (5,009 - = (5,019
— 6,301,85! — — 6,301,85!

$449,59( $361,520,25 $

105,71( $(296,572,33) $ 65,503,22

See accompanying notes to financial statements.
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BioCryst Pharmaceuticals, Inc.
STATEMENTS OF CASH FLOWS

Operating activities
Net loss

Adjustments to reconcile net loss to net cash usegerating

activities:

Depreciation, amortization, and impairm

Stocl-based compensation expel
Changes in operating assets and liabilit

Receivables from collaboratiol

Inventories

Prepaid expenses and other current a:

Deferred collaboration expen

Accounts payable and accrued expel

Deferred ren

Deferred collaboration reveni

Net cash used in operating activitie
Investing activities

Acquisitions of furniture and equipme
Change in restricted ca

Purchases of marketable securi

Sales and maturities of marketable secur
Net cash (used in) provided by investing activitie
Financing activities

Sale of common stock, net of issuance ¢
Exercise of stock optior

Employee stock purchase plan st
Purchases of treasury stc

Net cash provided by financing activities
Increase (decrease) in cash and cash equiv:
Cash and cash equivalents at beginning of

Cash and cash equivalents at end of year

Years Ended December 31

2010

2009

2008

$(33,853,18) $(13,451,53) $ (24,731,57)

2,267,36! 1,612,51 1,625,87:
6,301,85! 5,524,88: 5,860,65-
3,49499°  (21,739,77)  27,14524
5383,18  (6,281,26) —
51,28: 81,13( (188,40:)
(219,68:) 376,97. 8,960,70!
(9,430,97)  20,201,20 (8,956,61)
(52,537) 22,68: 260,00
(2,496,53) _ (2,565,28) _ (30,849,72)
(28,554,22) (16,218,47)  (20,873,82)
(324,762 (603,69:) (1,212,27)
— (625,001 —
(55,908,77) (54,103,22) (124,459,83)
56,454,61  42,437,49  137,066,02
221,06¢ (12,894,41)  11,393,91

—  45740,19 —

553,14 2,117,00 399,09¢
282,45 194,08 267,54(
(5,01) (155,50%) —
830,58( _ 47,895,76 666,63
(27,502,56)  18,782,87 (8,813,26)
4112493  22,342,05 31,155,32
$13,622,37 $41,12493 $ 22,342,05

See accompanying notes to financial statements.
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BioCryst Pharmaceuticals, Inc.
NOTES TO FINANCIAL STATEMENTS

Note 1 — Significant Accounting Policies
The Company

BioCryst Pharmaceuticals, Inc. (the “Company”) lietechnology company that designs, optimizes and
develops novel drugs that block key enzymes inwbingherapeutic areas of interest to us. Aredstefest for the
Company are determined primarily by the scientifscoveries and the potential advantages thakgereenced
drug discovery group develops in the laboratoryglwith the potential commercial opportunity ofshe
discoveries. The Company integrates the disciplaidsology, crystallography, medicinal chemistrydacomputer
modeling to discover and develop small moleculemplageuticals through the process known as struttased
drug design.

Basis of Presentation

The Company’s financial statements have been pedparaccordance with accounting principles geheral
accepted in the United States. Such financial statgs reflect all adjustments that are, in managé&€mepinion,
necessary to present fairly, in all material respebe Company'’s financial position, results oéigtions, and cash
flows. There were no adjustments other than norewlrring adjustments.

Cash and Cash Equivalents

The Company generally considers cash equivaleris #l cash held in commercial checking accountsjey
market accounts or investments in debt instrumeittsmaturities of three months or less at the tohpurchase.

Restricted Cash

The Company is required to maintain $625,000 imgarest bearing money market account to serve as
collateral for a corporate card program.

Marketable Securities

The objective of the Company’s investment policioignsure the safety and preservation of invefstedss, as
well as maintaining liquidity sufficient to meetataflow requirements. The Company places its excasis with
high credit quality financial institutions, commgiccompanies, and government agencies in ordéntothe
amount of credit exposure. Some of the securitiestompany invests in may have market risk. Thiamaghat a
change in prevailing interest rates may cause tineipal amount of the investment to fluctuate.Mimimize this
risk, the Company schedules its investments witturitees that coincide with expected cash flow reeedus
avoiding the need to redeem an investment pridstmaturity date. Accordingly, the Company doesbulieve tha
it has a material exposure to interest rate rigiray from its investments. Generally, the Comparigvestments are
not collateralized. The Company has not realizgdsagnificant losses from its investments.

The Company classifies all of its marketable séiesrias available-for-sale. Unrealized gains asdde on
securities available-for-sale recognized in other comprehensive income, srdesinrealized loss is considere
be other than temporary, in which case the unredliass is charged to operations. The Company dieathy
reviews its securities available-for-sébe other than temporary declines in fair valueoletost basis and whene\
events or changes in circumstances indicate tieatdtrying amount of an asset may not be recowerabl
December 31, 2010, the Company believes that this ©f its securities are recoverable in all matedspects.

The following tables summarize the fair value af ompany’s securities by type at December 31, 2046
estimated fair value of the Company'’s securities tased on independent quoted market prices and
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represents the highest priority of Level 1 in thig ¥alue hierarchy as defined in generally acagpiecounting

principles.
Gross Gross
Amortized Accrued Unrealized Unrealized Estimated
Cost Interest Gains Losses Fair Value
U.S. Treasury securitie $ 7,504,75 $ 25,89¢ §$ 23,62 $ —  $ 7,554,27
Obligations of U.S. government agenc 12,064,41 91,74 13,08: (127 12,169,12
Corporate debt securiti 10,743,44 75,13: 48,54t — 10,867,12
Commercial pape 14,572,37 1,95: 7,04¢ (969) 14,580,40
Asset backed securitis 1,079,34 244 1,01z — 1,080,601
Certificate of deposi 1,000,001 3,68¢ 2,90(C — 1,006,58
Municipal obligations 4,817,39 8,49 16,117 (5,58¢) 4,836,411
Total marketable securitit $51,781,73  $207,15. $112,32: $ (6,67f $52,094,53

At December 31, 2009, the Company had $52,508,8Wtadketable securities, all of which were clagsifas
available-for-sale. These securities consisted.8f Ureasury bills and notes carried at estimad@d/alue. The
estimated fair value of these securities was basaddependent quoted market prices. At Decembg?@19, the
amortized cost of securities available-for-saleluding accrued interest, was $52,534,655. At Ddimr31, 2009,
gross unrealized gains on securities availablesée-were $37,995 and gross unrealized lossesconities
available-for-sale were $63,778.

The Company believes the individual unrealizeddesepresent temporary declines primarily resulfiom
interest rate changes. The Company does not intesell the securities before recovery of their etimed cost
basis.

The following table summarizes the scheduled migtfor the Company’s securities available-for-satle
December 31, 2010 and 2009.

2010 2009
Maturing in one year or le: $40,323,16  $27,838,81
Maturing after one year through two ye 9,996,08: 19,819,14
Maturing after two year 1,775,28I 4,850,91.
Total marketable securitit $52,094,53  $52,508,87

Receivables from Collaborations

Receivables are recorded for amounts due to thep@oynprimarily related to reimbursable research and
development costs. These receivables are evaltatégtermine if any reserve or allowance shoulédiablished at
each reporting date. At December 31, 2010, the Gmypad the following receivables from collaboratio

Billed Unbilled Total
U.S. Department of Health and Human Serv $6,404,19° $21,691,74  $28,095,94
Shionogi & Co. Ltd. 1,963,78! — 1,963,78!
Mundipharme 95,06¢ 72,42¢ 167,49(
Total receivables from collaboratio $8,463,04.  $21,764,16 $30,227,21
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Included in receivables from the U.S. Departmertie#lth and Human Services (“HHS") is $8,095,9d4tea
to indirect cost rate adjustments for 2007, 20@®22 and 2010. These adjustments are calculatie: akfference
between the actual indirect costs incurred agaémstontract during a calendar year and the indoests that are
invoiced at a provisional billing rate during thelendar year. Because these adjustment amounesegpractual
costs incurred in performance of the contract &edcbsts are allowable, reasonable, and allocalilestcontract,
the Company has recorded revenue accordingly. Bmep@ny’s calculations of its indirect cost rates swbject to
an audit by the federal government. The Companyg doéanticipate receiving payment for these iradio®st rate
adjustments until those audits have been compléteslaudits for the years 2007, 2008 and 2009 a@nducted in
2010 and no material amounts in excess of whattmpany had accrued at the balance sheet datedetmnined
to be disallowed. As disclosed in Note 13, on Faby24, 2011, HHS awarded the Company a $55.0anilli
contract modification, intended to fund completafrthe Phase 3 development of i.v. peramivir. Inraction with
negotiation of this contract modification, the Campg made the business decision to settle on firtidct cost rate
for years 2007, 2008 and 2009 and agreed to atiedusf approximately $1.1 million in amounts preusly billed
to HHS related to indirect cost rates. The Compaas/accounted for this settlement as a recognideseguent
event and has reduced collaborative and othernasaad development revenues and receivables from
collaborations by approximately $1.1 million at Beter 31, 2010.

Inventories

Inventories are stated at the lower of cost, datexthunder the first-in, first-out (“FIFO”) methodr market.
At December 31, 2010 and 2009, inventories corssistehe following:

2010 2009
Supplies $ 898,07t $1,187,41
Raw materials — 5,093,84
Finished good 3,968,401 3,968,401
Reserve for finished goo (3,968,40i) (3,968,40i)
Total inventories $ 898,07t $6,281,26:

The supplies held on hand are related to perammainufacturing supplies (vials, stoppers, and séiadd)are
unused and have an alternative future use sholdd shperamivir fail to materialize. The raw méiés on hand as
of December 31, 2009 are related to bulk peranaiefive pharmaceutical ingredient (“API") manufaetifor
Shionogi & Co., Ltd. (“Shionogi”) and shipped byet€ompany subsequent to year-end.

The Company expenses costs related to the produatimventories as research and development eggens
the period incurred until such time it is beliewtbdt future economic benefit is expected to begaized, which
generally is reliant upon receipt of regulatory rmwal. Upon regulatory approval, the Company céipita
subsequent costs related to the production of ioviers.

The Company determined that the U.S. Food and Bdrginistration’s (“FDA”) granting of the Emergency
Use Authorization (“EUA”) for peramivir in Octob@009 was objective and persuasive evidence thaioste
capitalization of peramivir inventories manufactliedter the issuance of the EUA. As a result, thbenfany
recorded manufacturing costs of $3,968,406 formesia finished goods inventory. Prior to the issoarof the
EUA, all costs associated with the manufacturingerfamivir were expensed as research and develdmrpanse:

The Company evaluated whether the costs capitatigedventory would be recoverable in a futureqabri
Given the lack of objective, reliable evidence uport future demand for peramivir, management lemted that
there was no certainty that future sales will matze and revenues will exceed the costs
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incurred. Therefore, the capitalized inventory Vdly reserved. This reserve was charged to copraflucts sold
within the Company’s Statements of Operations adu#i09.

Furniture and Equipment

Furniture and equipment are recorded at cost. Regien is computed using the straight-line mettadith
estimated useful lives of five and seven yearsokatory equipment, office equipment, and softwaesdepreciated
over a life of five years. Furniture and fixturee a@epreciated over a life of seven years. Leadahgrovements
are amortized over their estimated useful livetherremaining lease term, whichever is less.

In accordance with generally accepted accountimgiples, the Company periodically reviews its fiture anc
equipment for impairment when events or changesr@umstances indicate that the carrying amousuch assets
may not be recoverable. Determination of recovditalis based on an estimate of undiscounted futash flows
resulting from the use of the asset and its evédigposition. In the event that such cash flovesraot expected to
be sufficient to recover the carrying amount of dlssets, the assets are written down to their atghrfair values.
Furniture and equipment to be disposed of are tegat the lower of carrying amount or fair valaed cost to sell.

Patents and Licenses
The Company seeks patent protection on all intBrielveloped processes and products. All pateateélcost
are expensed to general and administrative expassesurred, as recoverability of such expend#iseaincertain.

Accrued Expenses

The Company records all expenses in the periodiieduln addition to recording expenses for inveice
received, the Company estimates the cost of seryiravided by third parties or materials purchasedvhich no
invoices have been received as of the balance dagztd. Accrued expenses as of December 31, 21209
consisted primarily of development and clinicahltexpenses payable to contract research orgaomzaiti
connection with the Company’s research and devedmpprograms.

Income Taxes

The liability method is used in the Company’s acdmg for income taxes. Under this method, defetaed
assets and liabilities are determined based oardiftes between financial reporting and tax balsassets and
liabilities and are measured using the enactedaims and laws that will be in effect when theati#hces are
expected to reverse.

Accumulated Other Comprehensive (Loss) Income

Accumulated other comprehensive (loss) incomeiisprsed of unrealized gains and losses on securitie

available-for-sale and is disclosed as a sepacaiganent of stockholders’ equity.
Revenue Recognition

The Company recognizes revenues from collaborativkother research and development arrangements and
product sales.
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Collaborative and Other Research and Developmerdagements

Revenue from license fees, royalty payments, epaytnents, and research and development fees are
recognized as revenue when the earnings processiiglete and the Company has no further continuing
performance obligations or the Company has comgplie performance obligations under the terms ef th
agreement. Fees received under licensing agreethentare related to future performance are dedearsl
recognized over an estimated period determined doyagement based on the terms of the agreementend t
products licensed. In the event a license agreeomeriains multiple deliverables, the Company evialsiavhether
the deliverables are separate or combined ungsadunting. Revisions to revenue or profit estimatea result of
changes in the estimated revenue period are rezegjprospectively.

Under certain of our license agreements, the Cognpageives royalty payments based upon our licexsext
sales of covered products. Generally, under thgse=ements, the Company receives royalty reporta fyar
licensees approximately one quarter in arrearsjshgenerally in the second month of the quaattar the licensee
has sold the royalty-bearing product. The Compaepgnizes royalty revenues when it can reliablyresge such
amounts and collectability is reasonably assured.

Royalty revenue paid by Shionogi on their prodad¢s is subject to returns. Peramivir is a newlsointuced
product and there is no historical experience ¢thatbe used to reasonably estimate product reflihesefore, the
Company defers recognition of royalty revenue fishionogi until the earlier of (1) a right of returo longer exist
or (2) it has developed sufficient historical expece to estimate product returns.

Reimbursements received for direct out-of-pock@eamses related to research and development cests ar
recorded as revenue in the income statement ritaeras a reduction in expenses. Event paymentsergnized
as revenue upon the achievement of specified eWfgifsthe event is substantive in nature andatisievement of
the event was not reasonably assured at the ioceptithe agreement and (2) the fees are non-rahlecind non-
creditable. Any event payments received prior tsBang these criteria are recorded as deferredmae. Under the
Company’s contract with HHS, revenue is recognaedeimbursable direct and indirect costs are necur

Product Sales

Sales are recognized when there is persuasiveregdbat an arrangement exists, title has padsegyice wa
fixed and determinable, and collectability is resday assured. Product sales are recognized rstioiated
allowances, discounts, sales returns, chargebaxksehates. Product sales recognized during 2042609 were
not subject to a contractual right of return.
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The Company recorded the following revenues foryters ended December 31:

2010 2009 2008
Product sales
U.S. Department of Health and Human Serv $ — $22,500,00 $ —
Neopharm Group (Israe — 397,50¢ —
NT Pharma Limited (Hong Kong¢ 250,00( — —
Other 75,00( 25,00( —
Total product sale 325,00( 22,922,50 —
Collaborative and other research and developmeenhres
U.S. Department of Health and Human Serv 42,530,43 37,866,79 21,779,74
Shionogi (Japar 15,932,68 10,415,49 2,007,92.
Mundipharma (United Kingdon 1,860,28. 3,142,811 4,615,44
Roche (United State: — — 27,783,25
Grants (United State: 977,91t — —
Other 755,01 241,71 375,00(
Total collaborative and other research and devedopmevenue  62,056,33 51,666,81 56,561,36
Total revenue $62,381,33  $74,589,31  $56,561,36

The Company has no foreign assets.

Research and Development Expenses

The Company’s research and development costs argaxhto expense when incurred. Advance payments fo
goods or services that will be used or renderedufioire research and development activities arerded and
capitalized. Such amounts are recognized as expemse the related goods are delivered or the iklsdevices are
performed. Research and development expenses éautbng other items, personnel costs, includifayisa and
benefits, manufacturing costs, clinical, regulat@yd toxicology services performed by CROs, makgand
supplies, and overhead allocations consisting dbua administrative and facilities related coMsst of the
Company’s manufacturing and clinical and preclihtadies are performed by third-party CROs. Ctststudies
performed by CROs are accrued by the Company beesédrvice periods specified in the contracts atichates ar
adjusted, if required, based upon the Company’gaing review of the level of services actually penfied.

Additionally, the Company has license agreements third parties, such as Albert Einstein Collefe o
Medicine of Yeshiva University (‘fAECOM”"), Industii&esearch, Ltd. (“IRL"), and the University of Alama at
Birmingham (“UAB”), which require fees related totdicense agreements or maintenance fees. The Ggmpa
expenses sublicense payments as incurred unlgsareelated to revenues that have been deférradhich case
the expenses are deferred and recognized oveeldted revenue recognition period. The Company resgee
maintenance payments as incurred.

At December 31, 2010, the Company had deferredlwothtion expenses of $9,046,567. These deferred
expenses were sub-license payments, paid to thep&uoyis academic partners upon receipt of consiiderétom
various commercial partners, and other considerataid to our academic partners for modificatioeesting
license agreements. These deferred expenses wailfihwe been incurred without receipt of such paymer
modifications from the Company’s commercial partnand are being expensed in proportion to theaglavenue
being recognized. The Company believes that thiswatting treatment appropriately matches expen#bsthe
associated revenue.
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Stock-Based Compensation

All sharebased payments, including grants of stock optioard#/and restricted stock awards, are recogniz
the Company'’s income statement based on theivédires. Stock-based compensation cost is estinaatihe grant
date based on the fair value of the award anccsgrized as expense on a straight-line basis beereguisite
service period of the award.

Net Loss Per Share

Net loss per share is based upon the weighted gevenamber of common shares outstanding duringehieg
Diluted loss per share is equivalent to basic ost per share for all periods presented hereinusecaommon
equivalent shares from unexercised stock optiomstanding warrants, and common shares expecteel issued
under the Company’s employee stock purchase plae ardi-dilutive.

Restructuring Activities

During the fourth quarter of 2010, the Company amoed a restructuring plan to consolidate cordifiesi anc
outsource non-core activities. In connection wiitis plan, the Company estimates that it will redagn
approximately $302,000 in one-time termination bigseof which approximately $158,000 was expenise2i010.
The Company also recognized approximately $866i0@@celerated depreciation during the fourth garast 2010
for fixed assets that will no longer be used byGmenpany.

Use of Estimates

The preparation of financial statements in conféymiith accounting principles generally acceptethia
United States requires the Company to make estinaate assumptions that affect the amounts repurtin
financial statements. Actual results could difiemfi those estimates.

Note 2 — Furniture and Equipment

Furniture and equipment consisted of the follonangecember 31:

2010 2009

Furniture and fixture $ 587,25¢ $ 588,40
Office equipmen 1,469,51 1,383,822
Software 1,409,17: 1,318,40!
Laboratory equipmer 6,032,94! 6,989,96!
Leased equipmel 62,71 62,71:
Leasehold improvemen 5,251,54 6,175,69

14,813,15 16,519,01
Less accumulated depreciation and amortize (12,884,10) (12,647,36)
Furniture and equipment, n $ 1,929,04 $ 3,871,65:

Note 3 — Concentration of Market Risk

The Company’s raw materials, drug substances, argitoducts are manufactured by a limited group of
suppliers and some at a single facility. If anytefse suppliers were unable to produce these ithisgould
significantly impact the Company'’s supply of drdgsfurther preclinical testing and clinical trials
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Note 4 — Accrued Expenses

Accrued expenses were comprised of the followingextember 31:

2010 2009
Accrued research and development expe $13,827,05 $12,471,20
Accrued general and administrative exper 250,13¢ 470,70:
Stock purchase plan withholdin 183,78 162,26!
Accrued bonut 1,311,14i 2,111,07.
Other 914,80( 579,55!
Total accrued expens $16,486,92  $15,794,80

Note 5 — Lease Obligations and Other Contingencies

The Company has the following minimum payments ugerating lease obligations that existed at
December 31, 2010:

2011 $ 853,67.
2012 871,33:
2013 872,72
2014 898,34
2015 288,43l
Thereafte —
Total minimum payment $3,784,50

The obligations in the preceding table are prigaglated to the Company’s leases for buildings in
Birmingham, Alabama and Durham, North Carolina. daese for the building in Alabama expires June28d,5
and currently requires monthly rents of $42,71Datember 2010 and escalates annually to a mininfui&072
per month in the final year. The Company has aioofb renew the Alabama lease for an additione fiears at
the current market rate on the date of terminafithe lease for the building in Durham, North Caralexpires
December 31, 2014. This lease requires monthlg rein$24,788 beginning in January of 2011 and ases
annually to a minimum of $27,894 per month in timaffyear.

Rent expense for operating leases was $770,623,358, and $636,819 in 2010, 2009, and 2008, r¢ispbc

Note 6 — Income Taxes

The Company has incurred net losses since incegtidnconsequently, has not recorded any U.S.dkded
state income taxes. The differences between thep@ows effective tax rate and the statutory tag at2010,
2009, and 2008 are primarily due to non-deductijgenses, research and development tax creditsnenadses in
the valuation allowance.
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Significant components of the Company’s deferredassets and liabilities are as follows:

2010 2009
Deferred tax asset
Net federal and state operating los $ 77,628,399 $ 76,907,53
General business cred 34,126,17 32,115,99
Fixed asset 1,201,52 1,224,633
Reserve for inventorie 1,540,12 1,606,81.
Accrued expense 1,034,49 997,07
Deferred revenu 6,120,09! 7,262,70:
Stocl-based compensatic 5,018,25 3,953,28:
Total deferred tax asse 126,669,07 124,068,03
Valuation allowanct (126,669,07) (124,068,03)
Total deferred tax liabilitie — —
Net deferred tax asse $ — 3 —

The majority of the Company’s deferred tax asseltst@ to net operating loss and research and davelat
carryforwards that can only be realized if the Campis profitable in future periods. It is uncentathether the
Company will realize any tax benefit related tosthearryforwards. Accordingly, the Company has jged a full
valuation allowance against the net deferred tartasdue to uncertainties as to their ultimataza@ébn. The
valuation allowance will remain at the full amowfthe deferred tax assets until it is more likidsgin not that the
related tax benefits will be realized. The Compargluation allowance increased by $2,601,036 020
$9,139,633 in 2009, and $8,476,111 in 2008.

As of December 31, 2010, the Company had net fedpeating loss carryforwards of $201,240,495 state
operating loss carryforwards of $243,405,246, as@arch and development credit carryforwards of1®%4176,
all of which expire at various dates from 2011 tigi 2029.

The Company'’s net federal and state operatingdasyforwards include $4,674,683 of excess tax fisne
related to a deduction from the exercise of stqaions. The tax benefit of these deductions haseeh recognize
in deferred tax assets. If utilized, the benefitsf these deductions will be recorded as adjustrterincome tax
expense and additional paid-in capital.

The Company recognizes the impact of a tax positiats financial statements if it is more likelyan not that
the position will be sustained on audit based entéichnical merits of the position. The Companydwmsluded the
it has one uncertain tax position pertaining taésearch and development credit carryforwards.ddmapany has
not yet conducted an in-depth study of its researcthdevelopment credits. This study could resudtri increase or
decrease to the Company'’s research and develomregtits. Until studies are conducted of the Comfsargsearch
and development credits, no amounts are beingdedas an unrecognized tax benefits, separatetfremaluation
allowance against deferred tax assets. Any futbamges to the Company’s unrecognized tax benefitddbe
offset by an adjustment to the valuation allowaawed there would be no impact on the Company’s fiien
statements.

Additionally, utilization of the Company’s net op¢ing loss carryforwards could be subject to a wutiil
annual limitation due to ownership change limitataescribed in Section 382 of the Internal Revéluge and
similar state provisions. The Company has perform&eaction 382 change in control study and hasmeted ther
have been no changes in control that would limetuke of the Company’s net operating losses through
December 31, 2010.
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Tax years 2006-2009 remain open to examinatioréyrtajor taxing jurisdictions to which the Compasny
subject. Additionally, years prior to 2006 are adgen to examination to the extent of loss anditoadryforwards
from those years. The Company recognizes intenespanalties accrued related to unrecognized tagflis as
components of its income tax provision. Howeveeréhwere no provisions or accruals for interest@amhlties in
2010, 2009, and 2008.

Note 7 — Stockholders’ Equity

In May 2010, the Company entered into an amendtoethie License Agreement dated June 27, 2000, as
subsequently amended (the “License Agreement”grityamong the Company and AECOM and IRL (the
“Licensors”). The amendment further amended thehse Agreement through which the Company obtained
worldwide exclusive rights to develop and ultimgtdistribute any drug candidates that might anisenfresearch ¢
a series of PNP inhibitors, including forodesind &CX4208. Under the terms of the amendment, terisors
agreed to accept a reduction of one-half in thegragage of future payments received from thirdypaublicensees
of the licensed PNP inhibitors that must be paithtoLicensors. This reduction does not apply)taify milestone
payments the Company may receive in the future nitglécense agreement dated February 1, 2006 with
Mundipharma International Holdings Limited (“Muntiigrma”) and (ii) royalties received from the Comyan
sublicensees in connection with the sale of licdmseducts, for which the original payment ratd wamain in
effect. The rate of royalty payments to the Liceadmased on net sales of any resulting product rogdee
Company remains unchanged.

In consideration for the modifications to the liseragreement, the Company issued to the Licensarsssof
its common stock with an aggregate value of appnately $5.9 million and paid the Licensors appraety
$90,000 in cash. The Company deferred the valdlei®tonsideration and is amortizing to researah an
development costs through September 2027, whittfeislate of expiration of the last-to-expire patefdted to this
agreement. Additionally, at the Company’s sole@ptind subject to certain agreed upon conditiamgfure non-
royalty payments due to be paid by the Companiiéd_tcensors under the License Agreement may be reider
in cash, in shares of its common stock, or in aldoation of cash and shares.

In November 2009, the Company entered into an Umdkang Agreement with Morgan Stanley in connection
with a registered offering of 5,000,000 sharesotommon stock at a public offering price of $9p&5 share,
resulting in proceeds net of offering costs of $45,190. The common stock was issued pursuanptospectus
supplement filed with the Securities and Exchangm@ission pursuant to Rule 424(b)(2) of the Seiasrifct of
1933, as amended (“the Securities Act”).

In August 2007, the Company entered into a Stock\arrant Purchase Agreement with a group of exgsti
stockholders for the private placement of 8,315 &li&es of the Company’s common stock at a purgbrése of
$7.80 per share and warrants to purchase 3,158(88%®s of the Company’s common stock at a purgbrice of
$0.125 per warrant. The proceeds from the salepfaffering costs, were $65,118,092. The exerpréee of the
warrants is $10.25 per share. All of the warraateain outstanding as of December 31, 2010 andewilire in
August 2012. The participants in the transactiatuided funds managed by Baker Brothers Investmé&tesmer
Perkins Caufield & Byers, EHS Holdings, OrbiMed Astws, Texas Pacific Group Ventures, and Stephens
Investment Management, all of whom were sharehsldethe Company at the time of the offering. Sgosat to
the offering, the Company registered the sharesaamchnts under the Securities Act for resale.

In May 2007, the stockholders approved an amendtoghte Company’s third restated certificate of
incorporation to increase the number of share®ofroon stock authorized to issue from 45,000,0085t600,000.
All shares of the Company’s common stock, includimg additional shares authorized by the amendraemiequal
in rank and have the same voting, dividend, andidiagion rights.
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In June 2002, the Company’s Board of Directors éetbp stockholder rights plan and, pursuant theistaed
preferred stock purchase rights (“Rights”) to tieddiers of the Company’s common stock. The Rightelrtain
anti-takeover effects. If triggered, the Rights Vaocause substantial dilution to a person or graiupersons who
acquires more than 15% (19.9% for William W. Fedtigll, a Director who owned more than 15% at tinee the
Rights were put in place) of the Company’s comntoglson terms not approved by the Board of Diresctor
August 2007, this plan was amended for a transaatieolving funds managed by or affiliated with BalBrother
Investments such that they could purchase up to®BPout triggering the Rights. The rights are agércisable
until the distribution date, as defined in the RggAgreement by and between the Company and Anme8tack
Transfer & Trust Company, as Rights Agent. The Rigtill expire at the close of business on June2R42, unless
that final expiration date is extended or unlessribhts are earlier redeemed or exchanged by tinep@ny.

Each Right entitles the registered holder to pusetfeom the Company one one-thousandth of a sliare o
Series B Junior Participating Preferred Stock (i&eB”), par value $0.001 per share, at a purcpase of $26.00,
subject to adjustment. Shares of Series B purclas@on exercise of the Rights will not be rededmdbach share
of Series B will be entitled to a dividend of 1,0@es the dividend declared per share of commacksin the
event of liquidation, each share of Series B wélldntitled to a payment of 1,000 times the paymeade per share
of common stock. Each share of Series B will ha@®Q@ votes, voting together with the common stéékally, in
the event of any merger, consolidation, or othemngaction in which shares of common stock are exgd each
share of Series B will be entitled to receive 1,06Gs the amount received per share of commoik skftective in
November 2008, the Company increased the authosizarks available under these rights to 95,000atchnthe
authorized common shares of 95,000,000 at that tim&ddition, the Board of Directors has the atitiido issue u
to 4,905,000 shares of undesignated preferred stodko determine the rights, preferences, prieeand
restrictions of those shares without further vataaiion by the Company’s stockholders.

Note 8 — Stock-Based Compensation
Stock Incentive Plan

As of December 31, 2010, the Company had two shasded employee compensation plans, the Stock iae
Plan (“Incentive Plan”), which was amended andatest in March 2010 and approved by the Company’s
stockholders in May 2010, and the Employee Stoakhase Plan (“ESPP”), which was amended and relsitate
March 2010 and approved by the Company’s stockhsldeMay 2010. In addition, during 2007, the Compa
made an inducement grant outside of the Incentize &d ESPP to recruit a new employee to a kejiposvithin
the Company. Stock-based compensation expense3d%856 ($5,959,789 of expense related to thenthee
Plan, $192,363 of expense related to the ESPP$E418, 704 of expense related to the inducement naagt
recognized during 2010, while $5,524,883 ($5,14DdBexpense related to the Incentive Plan, $224¢&xpens
related to the ESPP, and $149,704 of expense defathe inducement grant) was recognized durir@@2od
$5,860,654 ($5,545,458 of expense related to tbentiive Plan, $165,492 of expense related to tHeFE8nd
$149,704 of expense related to the inducement )gnarg recognized during 2008.

Under the Incentive Plan, the Company grants stgtion awards and restricted stock awards to itsleyees,
directors, and consultants. Stock option awardgeaeted with an exercise price equal to the mgskee of the
Company’s stock at the date of grant. Stock opdivards granted to employees generally vest 25% @i year
and monthly thereafter on a pro rata basis ovenéx¢ three years until fully vested after four igedéstock option
awards granted to non-employee directors of the izom generally vest over one year. All stock optgrards
have contractual terms of 10 years. The vestingceseprovisions of all awards granted under theeftive Plan ai
subject to acceleration in the event of certaigldiolder-approved transactions, or upon the ocooe®f a change
in control as defined in the Incentive Plan.
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Related activity under the Incentive Plan is abfes:

Weighted
Average
Awards Options Exercise

Available Outstanding Price
Balance December 31, 20 592,02 5,023,25! 9.2C
Plan amendmet 1,200,001 — —
Stock option awards grant (1,060,00)  1,060,00! 3.3¢
Restricted stock awards grani (76,53¢) — —
Stock option awards exercis — (146,47() 2.7z
Stock option awards cancel 459,14 (459,14 8.5:
Balance December 31, 20 1,114,63 5,477,64! 8.3(
Plan amendmet 1,540,00! — —
Stock option awards grant (1,559,23) 1,559,23. 2.0z
Stock option awards exercis — (532,379 3.9¢
Stock option awards cancel 677,97! (677,979 12.0¢
Balance December 31, 20 1,773,37. 5,826,52 6.5¢
Plan amendmet 1,300,001 — —
Stock option awards grant: (1,550,32)  1,550,32 6.6¢
Stock option awards exercis — (240,319 2.3C
Stock option awards cancel 334,99:. (334,99) 8.4z
Balance December 31, 20 1,858,04- 6,801,54. 6.6€

For stock option awards granted under the Incelae during 2010, 2009, and 2008, the fair valas w
estimated on the date of grant using a Black-Sshai¢ion pricing model and the assumptions notdHéertable
below. The weighted average grant date fair vafubese awards granted during 2010, 2009, and 2@338$4.65,
$1.52 and $2.16, respectively. The fair value efgtock option awards is amortized to expense thwevesting
periods using a straight-line expense attributiathod. The following explanations describe the agdions used
by the Company to value the stock option awardetgrhduring 2010, 2009, and 2008. The expectedslifmsed o
the average of the assumption that all outstanstiogk option awards will be exercised at full vegtand the
assumption that all outstanding stock option awartide exercised at the midpoint of the curreated(if already
vested) or at full vesting (if not yet vested) ahe full contractual term. The expected volatitigpresents an
average of the implied volatility on the Compangislicly traded options, the volatility over the stoecent period
corresponding with the expected life, and the Camg{zalong-term reversion volatility. The Companystessumed
no expected dividend yield, as dividends have nbeen paid to stock or option holders and will m@ffor the
foreseeable future. The weighted average riskifregest rate is the implied yield currently avhi@aon zero-
coupon government issues with a remaining termlequhe expected term.
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Weighted Average Assumptions for Stock Option Award Granted under the
Incentive Plan

2010 2009 2008

Expected Life b.5 5.€ h.5

Expected Volatility 89.2% 104.2% 78.4%
Expected Dividend Yiel 0% 0.(% 0.C%
Risk-Free Interest Ra 2% 2.1% 2.8%

The total intrinsic value of stock option awardeexsed under the Incentive Plan was $1,169,43mgl@010,
$2,786,900 during 2009, and $223,369 during 200&. iitrinsic value represents the total proceedls iffiarket
value at the date of exercise, less the exercise,gimes the number of stock option awards eserbireceived by
all individuals who exercised stock option awardsitp the period.

The following table summarizes, at December 31020 price range: (1) for stock option awards tauntding
under the Incentive Plan, the number of stock opdiwards outstanding, their weighted average renmlife and
their weighted average exercise price; and (25tock option awards exercisable under the Plamingber of
stock option awards exercisable and their weightetage exercise price:

Outstanding Exercisable

Weighted Weighted Weighted
Average Average Average
Remaining Exercise Exercise

Range Number Life Price Number Price
$0to 3 1,471,63 7.3 $ 1.37 556,34 $ 1.3t
3to6 1,031,741 6.2 3.7¢ 810,75t 3.7
6t09 2,582,30I 7.4 7.3C 1,131,50! 7.9¢
9to 12 852,45( 6.1 11.3¢ 801,63: 11.37
12 to 15 856,24 5.€ 12.52 809,58: 12.5:
1510 18 5,167 4.C 15.5¢ 5,167 15.5¢
18to 21 2,00( 5.1 18.9¢ 2,00( 18.9¢
$0to 21 6,801,54. 6.8 6.6¢€ 4,116,99 7.8z

The weighted average remaining contractual lifsto€k option awards exercisable under the Inceiftlaa at
December 31, 2010 was 5.6 years.

The aggregate intrinsic value of stock option awardtstanding and exercisable under the Incentave &
December 31, 2010 was $3,280,352. The aggregaitesistvalue represents the value (the period’siop market
price, less the exercise price, times the numbar-tife-money stock option awards) that would hlbsen received
by all stock option award holders under the IncenBlan had they exercised their stock option asvatdhe end of
the year.

The total fair value of the stock option awardstedsinder the Incentive Plan was $4,440,746 di0ip,
$5,261,384 during 2009, and $6,928,011 during 2008.

As of December 31, 2010, the number of stock opieards vested and expected to vest under thetineen
Plan is 6,226,649. The weighted average exercise pf these stock option awards is $6.85 and theighted
average remaining contractual life is 6.8 years.

During 2007, the Company granted 50,000 restristedk awards under the Incentive Plan with a giate fai
value of $11.81. During the first quarter of 2029,000 of these restricted stock awards vestedra@mainder of
these restricted stock awards will vest duringfitst quarter of 2011.
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During the second quarter of 2008, the Company @gianted 76,536 restricted stock awards undembentive
Plan with a grant date fair value of $3.12. Alltleése restricted stock awards vested on Decemh@089.

Employee Stock Purchase Plan

The Company has reserved a total of 825,000 sle&ismmon stock to be purchased under the ESPP, of
which 230,165 shares remain available for purclagzecember 31, 2010. Eligible employees may aigbap to
15% of their salary to purchase common stock atawer of 85% of the beginning or 85% of the endimige
during six-month purchase intervals. No more th@9@ shares may be purchased by any one employiee sik-
month purchase dates and no employee may purctorsetgving a fair market value at the commencerdate of
$25,000 or more in any one calendar year.

There were 51,329, 123,357, and 84,907 sharesicm stock purchased under the ESPP in 2010, 20@9,
2008, respectively, at a weighted average pricesipare of $5.50, $1.57, and $3.15, respectivelpehge of
$192,363, $234,692, and $165,492 related to thePB&3 recognized during 2010, 2009, and 2008, caspsy.
Compensation expense for shares purchased undeG#R related to the purchase discount and th&-tack”
option were determined using a Black-Scholes optigcing model. The weighted average grant dateviues of
shares granted under the ESPP during 2010, 2062008 were $2.76, $1.70, and $1.34, respectively.

Stock Inducement Grant

In March 2007, the Company’s Board of Directorsrappd a stock inducement grant of 110,000 stocloopt
awards and 10,000 restricted stock awards to tegmew employee to a key position within the Comyp& he
stock option awards were granted in April 2007 veithexercise price equal to the market price ofxbmpany’s
stock at the date of grant. The awards vest 2566 afte year and monthly thereafter on a pro ragslmver the ne;
three years until fully vested after four yearse Biock option awards have contractual terms gfebds. The
vesting exercise provisions of both the stock aptisvards and the restricted stock awards grantddrithe
inducement grant are subject to acceleration irettemt of certain stockholder-approved transactionspon the
occurrence of a change in control as defined ir¢spective agreements. The weighted average dadafair value
of these stock option awards was $5.25. The exepise of the stock option awards and the grate fiar value of
the restricted stock awards granted under the gndeot grant was $8.20. As of December 31, 20166%1 these
restricted stock awards have vested.

As of December 31, 2010, there was approximate)g836386 of total unrecognized compensation cdstag
to non-vested employee stock option awards andatest stock awards granted by the Company. Thsttiso
expected to be recognized as follows: $2,838,4@Dir1, $1,844,162 in 2012, $1,539,475 in 2013,%4%9,287 in
2014.

Note 9 — Employee Benefit Plans

In January 1991, the Company adopted an employieement plan (“401(k) Planinder Section 401(k) of t
Internal Revenue Code covering all employees. Eygal@ontributions may be made to the 401(k) Platodimits
established by the Internal Revenue Service. Cognpaaiching contributions may be made at the digmmeif the
Board of Directors. The Company made matching dmutions of $433,951, $378,350, and $418,215 in02@D09
and 2008, respectively.

Note 10 — Collaborative and Other Research and Delgpment Contracts

U.S. Department of Health and Human Services (“HHSIh January 2007, the U.S. Department of Healtr
Human Services (“HHS”) awarded the Company a $162lién, four-year contract for the
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advanced development of peramivir for the treatroéimfluenza. During 2009, peramivir clinical déepment
shifted to focus on intravenous delivery and tieatiment of hospitalized patients. To support thizi§, a Septemb
2009 contract modification was awarded to extemdtravenous (“i.v.”) peramivir program by 12 mistand to
increase funding by $77.2 million. On February 211, the Company announced that HHS had awarded it
$55.0 million contract modification, intended tmflicompletion of the Phase 3 development of i.vamévir for the
treatment of patients hospitalized with influenzhis contract modification brings the total awarohfi HHS to
$234.8 million and extends the contract term byrhths through December 31, 2013, providing fundimgugh
completion of Phase 3 and the filing of a new dmpglication (“NDA”") to seek regulatory approval for.
peramivir in the U.S.

The contract with HHS is defined as a cost- pluedifee contract. That is, the Company is entittececeive
reimbursement for all costs incurred in accordamitle the contract provisions that are related ®development of
peramivir plus a fixed fee, or profit. HHS will malperiodic assessments of progress and the cotitinud the
contract is based on the Company’s performanceijrtediness and quality of deliverables, and oflaetors. The
government has rights under certain contract cktsérminate this contract. The contract is teahle by the
government at any time for breach or without cause.

Shionogi & Co., Ltd. (“Shionogi”). In March 2007, the Company entered into an eikauicense agreement
with Shionogi to develop and commercialize peraniividapan for the treatment of seasonal and patlnife-
threatening human influenza. Under the terms oftireement, Shionogi obtained rights to injectémulations
of peramivir in Japan in exchange for a $14.0 onllup-front payment. The license provides for ptgtfuture
milestone event payments (up to $21.0 million) eochmercial event milestone payments (up to $95Iom) in
addition to double digit (between 10 and 20% ramggalty payments on product sales of peramiviméselly, all
payments under the agreement are nonrefundableamndreditable, but they are subject to audit. Bbdp will be
responsible for all development, regulatory, andke@ng costs in Japan. The term of the agreensgindin
February 28, 2007 until terminated by either partgccordance with the license agreement. Eithdy paay
terminate in the event of an uncured breach. Sigiomas the right of without cause termination.Ha event of
termination all license and rights granted to Sbgirshall terminate and shall revert back to thenGany. The
Company developed peramivir under a license fronBlaAd will owe sublicense payments to them on thfeomt
payment and any future event payments and/or liegakceived by the Company from Shionogi.

In October 2008, the Company and Shionogi amenrtketidense agreement to expand the territory calvieye
the agreement to include Taiwan and to providetsifhr Shionogi to perform a Phase 1l clinicahtrin Hong
Kong.

The Company deferred the $14.0 million up-frontmpant that was initially received from Shionogi. 3hi
deferred revenue began to be amortized to revenAeril 2007 and will continue through December 20Ih
December 2007, the Company received a $7.0 mitlidastone payment from Shionogi for their initiatiof a
Phase Il clinical trial with i.v. peramivir. In Nember 2009, the Company received another $7.0omithilestone
payment from Shionogi for their filing of a NDA irapan to seek regulatory approval for i.v. peramivi

In January 2010, Shionogi received marketing andufaeturing approval for i.v. peramivir in Japanddhe
Company received a third and final regulatory ntidas payment of $7.0 million in January 2010 assailt of this
approval. Shionogi has commercially launched perarander the commercial name RAPIACTAN Japan.

In the first quarter of 2010, the Company recordsdlty revenue of approximately $0.7 million reldtto sale
of RAPIACTA ®in Japan and the royalties were paid to the Compar§hionogi in the second quarter of 2010.
RAPIACTA ®received accelerated approval in Japan in JaniH§ o it could be made available as a treatment
option during the HIN1 pandemic. At the time of ap@l, RAPIACTA® stability
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testing was ongoing and as a result, the produdtdiging early 2010 had a short shelf life. Durthg fourth
guarter of 2010, in response to requests from ouste to return RAPIACTA due to the shelf life reaching
expiration, Shionogi chose to accept returns foastantially all of the $0.7 million of product shigd early in 2010
and submitted the returns to the Company for créditordingly, the Company reversed the $0.7 millad royalty
revenue recorded in the first quarter of 2010.

Green Cross Corporation (“Green Cross”)In June 2006, the Company entered into an agneenith Green
Cross to develop and commercialize peramivir ingéotUnder the terms of the agreement, Green Critidsew
responsible for all development, regulatory, anchie@rcialization costs in Korea. The Company recka@ne-
time license fee of $250,000. The agreement alswigees for relatively insignificant future milesmpayments. Tt
license also provides that the Company will shangrofits resulting from the sale of peramivir imi€a, including
the sale of peramivir to the Korean governmensfockpiling purposes. Furthermore, Green Crosspayl the
Company a premium over its cost to supply peranforidevelopment and any future marketing of pevémi
products in Korea. Both parties have the righetoinate in the event of an uncured material brekctihe event of
termination all rights, data, materials, productd ather information would be transferred to thenpany. The
Company deferred the up-front payment that waswveddrom Green Cross. This deferred revenue bégae
amortized to revenue August 2006 and will contitmeugh November 2009.

Mundipharma International Holdings Limited (“Mundiprma”). In February 2006, the Company entered
an exclusive, royalty bearing right and licensesagrent with Mundipharma for the development and
commercialization of the Company’s lead PNP inlibiforodesine, for use in oncology. Under the teohthe
agreement, Mundipharma obtained rights to forodesirmarkets across Europe, Asia, and Australasiéx¢hange
for a $10.0 million up-front payment. In additidviundipharma contributed $10.0 million of the docuntesl out of
pocket development costs incurred by the Compamgspect of the current and planned trials asegffective
date of the agreement and Mundipharma will conddditional clinical trials at their own cost upaenaximum of
$15.0 million. The license provides for possibildf/future event payments totaling $155.0 millien &chieving
specified development, regulatory and commerciah&v (including certain sales level amounts folloyva
product’s launch) for certain indications. In adulit the agreement provides that the Company edéive royalties
(ranging from single digits to mid teens) basedgercentage of net product sales, which variesritépg upon
when certain indications receive NDA approval imajor market country and can vary by country dependn the
patent coverage or sales of generic compoundarteular country. Generally, all payments undher agreement
are nonrefundable and non-creditable, but thealgect to audit. The Company licensed forodesitteather PNP
inhibitors from AECOM and IRL and will owe sublices payments to these third parties on the upfraytnent,
event payments, and royalties received by the Cagnfram Mundipharma.

For five years, Mundipharma will have a right akfinegotiation on existing backup PNP inhibitdrs t
Company develops through Phase Ilb in oncologyabytnew PNP inhibitors will be exempt from thisegment
and the Company will retain all rights to such commpds. The Company retained the rights to forodeisirthe
U.S. and Mundipharma is obligated by the term$iefagreement to use commercially reasonable effodsvelop
the licensed product in the territory specifiedthg agreement. The agreement will continue forctimamercial life
of the licensed products, but may be terminatedither party following an uncured material breagttte other
party or in the event the pre-existing third pditgnse with AECOM and IRL expires. It may be temated by
Mundipharma upon 60 days written notice withoutseaar under certain other conditions as specifidtié
agreement and all rights, data, materials, prodadsother information would be transferred bacthtoCompany
at no cost. In the event the Company terminateagineement for material default or insolvency, @manpany coul
have to pay Mundipharma 50% of the costs of angpetdent data owned by Mundipharma in accordanttetiaé
terms of the agreement.
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The Company deferred the $10.0 million up-frontipant that was received from Mundipharma in February
2006. This deferred revenue began to be amortzeevenue February 2006 and will end in Octobe72@ich is
the date of expiration for the last-to-expire pamvered by the agreement. The costs reimbursédumdipharma
for the current and planned trials of forodesineenecorded as revenue when the expense was idayr® the
$10.0 million limit stipulated in the agreement.

The Company is currently in dispute with Mundipharregarding the contractual obligations of theipanvith
respect to certain costs related to the manufaxgland development of forodesine. The Company doebelieve
that it is responsible for any of the disputed anmieuThe Company is engaged in ongoing discussioesblve this
dispute. The maximum potential exposure to the Gompith respect to this dispute is estimated to be
approximately €1,665,110 (or approximately $2.2ionlbased on the exchange rate on December 30)28b
amounts have been accrued as of December 31, 2010.

The Company is exploring the interest level of ptitsd partners as a possible path forward for titare
development of forodesine in the U.S. Absent a pastner, the Company does not plan to conductiaddi
studies of forodesine or file a NDA with the FDA& Company shared this information with Mundipharedang
with its decision not to continue further developinef forodesine in the U.S. Mundipharma has exg@ds
disappointment regarding the development of forimdeand this outcome. On February 21, 2011, the g2om
received a letter from Mundipharma'’s legal coumssifying it that they intended to utilize the digp resolution
provisions of the Company’s agreement with themictvincludes meetings of senior management anthtbe
possibility of arbitration. No amounts have beearaed regarding this matter.

Albert Einstein College of Medicine of Yeshiva @nsity and Industrial Research, Ltd. (“AECOM” andRL"
respectively). In June 2000, the Company licensed a seriestehpmhibitors of PNP from AECOM and IRL. The
lead drug candidates from this collaboration aredesine and BCX-4208. The Company has obtainettwite
exclusive rights to develop and ultimately disttédbthese, or any other, drug candidates that naigé¢ from
research on these inhibitors. The Company hasptieroto expand the Agreement to include othermtioms in the
field made by the investigators or employees of 8Cand IRL. The Company has agreed to use comntigrcia
reasonable efforts to develop these drugs. Iniaddithe Company has agreed to pay certain milegp@yments fc
each licensed product (which range in the aggrefgate $1.4 million to almost $4 million per indida) for future
development of these inhibitors, single digit raigas on net sales of any resulting product madtéyCompany,
and to share approximately one quarter of futugergants received from other third-party partnergn. In
addition, the Company has agreed to pay annualdeéees, which can range from $150,000 to $50010@0are
creditable against actual royalties and other paysndue to AECOM and IRL. This agreement may bmiteated
by the Company at any time by giving 60 days adearatice or in the event of material uncured bréacAECOM
and IRL.

In May 2010, the Company entered into an amendtoethie License Agreement dated June 27, 2000, as
subsequently amended (the “License Agreement”grityamong the Company and AECOM and IRL (the
“Licensors”). The amendment further amended thehse Agreement through which the Company obtained
worldwide exclusive rights to develop and ultimgtdistribute any drug candidates that might anisenfresearch ¢
a series of PNP inhibitors, including forodesind &CX4208. Under the terms of the amendment, thensors
agreed to accept a reduction of one-half in thegregage of future payments received from thirdypaublicensees
of the licensed PNP inhibitors that must be paithtoLicensors. This reduction does not apply)taify milestone
payments the Company may receive in the future nitglécense agreement dated February 1, 2006 with
Mundipharma and (ii) royalties received from itblctensees in connection with the sale of licenz@ducts, for
which the original payment rate will remain in effeThe rate of royalty payments to the Licens@sed on net
sales of any resulting product made by the Compamains unchanged.

In consideration for the modifications to the liseragreement, the Company issued to the Licensarsssof
its common stock with an aggregate value of appnakely $5.9 million and paid the Licensors
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approximately $90,000 in cash. Additionally, at @@mpany’s sole option and subject to certain abjtgmn
conditions, any future non-royalty payments dubd@aid by it to the Licensors under the LicenseeAment may
be made either in cash, in shares of its commak st in a combination of cash and shares.

The University of Alabama at Birmingham (“UAB”)The Company currently has agreements with UAB for
influenza neuraminidase and complement inhibitdreder the terms of these agreements, UAB perforspedific
research for the Company in return for researcmegays and license fees. UAB has granted the Comgentgin
rights to any discoveries in these areas resultong research developed by UAB or jointly developéth the
Company. The Company has agreed to pay singlerdigatties on sales of any resulting product anshiare in
future payments received from other third-partytipans. The Company has completed the research timelelfAB
agreements. These two agreements have initial 2btgems, are automatically renewable for five-yieams
throughout the life of the last patent and are beafle by the Company upon three months noticebgridAB unde
certain circumstances. Upon termination both padteall cease using the other parties proprietadycanfidential
information and materials, the parties shall jgirtévn joint inventions and UAB shall resume full mevship of all
UAB licensed products. There is currently no atyiietween the Company and UAB on these agreentauits,
when the Company licenses this technology, suéh g case of the Shionogi and Green Cross agresne
commercialize products related to these prograresyill owe sublicense fees or royalties on amowgseceive.

Emory University (“Emory”). In June 2000, the Company licensed intellectugp@rty from Emory related to
the hepatitis C polymerase target associated veiffatitis C viral infections. Under the originalrtes of the
agreement, the research investigators from Emariged the Company with materials and technicagimsinto
the target. The Company has agreed to pay Emogjesitigit royalties on sales of any resulting pradand to shar
in future payments received from other third paytners, if any. The Company can terminate thisement at ar
time by giving 90 days advance naotice. Upon termindma the Company would cease using the licensethi@ogy.

Note 11 — Quarterly Financial Information (Unaudited) (In thousands, except per share)

First Second Third Fourth

2010 Quarters
Revenue: $26,07. $ 7,61¢ $12,000 $16,69¢
Net Loss (2,595 (10,199 (10,864 (10,209
Diluted net loss/shai (.0€) (.23 (-29) (.23
2009 Quarters

Revenue! $435¢ $ 4,787 $1054¢ $54,89

Net (loss) incomi (9,2972) (8,684 (10,627 15,15!

Diluted net (loss) income per she (.24 (.23 (.28 .37

In the fourth quarter of 2010, approximately $0.ifliom of royalty revenue related to Shionogi's eslof
RAPIACTA ®in Japan, which was originally recorded duringfih&t quarter of 2010, was reversed. RAPIACTA
received an accelerated Japanese approval in Ja2QED so it could be made available as a treatoygtidn during
the HIN1 pandemic. At the time of approval, RAPIACT stability testing was ongoing and as a resultpitoeluct
sold during early 2010 had a short shelf life. bgrihe fourth quarter of 2010, Shionogi chose teptreturns of
the product shipped early in 2010. The adjustmadtrio impact on the second or third quarters 00201 had no
impact on full year 2010 operating results.

Note 12 — Recent Accounting Pronouncements

The Accounting Standards Codification (“ASC”) indks guidance in ASC 605-25 related to the allonatio
arrangement consideration to these multiple elesnfentpurposes of revenue recognition when
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delivery of separate units of account occurs ifedint reporting periods. This guidance recentlg wadified by
the final consensus reached on EITF 08-1 that wdsgied by ASU 2009-13. This change increasesittadihood
that deliverables within an arrangement will beteel as separate units of accounting, ultimatelglifey to less
revenue deferral for many arrangements. The chalsgemodifies the manner in which transaction atersition is
allocated to separately identified deliverablessTuidance is effective prospectively for fiscabys beginning on
or after June 15, 2010. Early adoption is permitidte Company does not believe ASU 2009aMIBhave a materi:
impact on its financial statements.

At the March 2010 meeting, the FASB ratified Emeggissues Task Force, or EITF, Issue
No. 0¢-9, “Milestone Method of Revenue Recognition” (Is€iB-9). The Accounting Standards Update resulting
from Issue 08-9 amends ASC 605-28. The Task Famelgded that the milestone method is a valid appbn of
the proportional performance model when appliegesearch or development arrangements. Accorditiyy,
consensus states that an entity can make an acugpolicy election to recognize a payment thatastingent upo
the achievement of a substantive milestone inntsety in the period in which the milestone is iasted. The
milestone method is not required and is not thg anteptable method of revenue recognition for siiee
payments. This guidance is effective prospectif@iyfiscal years beginning on or after June 15,@®arly
adoption is permitted. The Company is currentlyeasig the impact of this guidance on its finansiatements.

Note 13 — Subsequent Events

On February 24, 2011, HHS awarded the Company @&$b#lion contract modification, intended to fund
completion of the Phase 3 development of i.v. péraufor the treatment of patients hospitalizedwihfluenza.
This contract modification brings the total awarohi HHS to $234.8 million and extends the conttexn by
24 months through December 31, 2013, providing ifutnthrough completion of Phase 3 and the filingrafew
drug application to seek regulatory approval fer peramivir in the U.S. In connection with negtitia of this
contract modification, the Company made the busigegision to settle on final indirect cost ratsyfears 2007,
2008 and 2009 and agreed to a reduction of appedeign$1.1 million in amounts previously billed#HS related
to indirect cost rates. The Company has accoumtethis settlement as a recognized subsequent awdrtas
reduced collaborative and other research and dewalnt revenues and receivables from collaboratigns
approximately $1.1 million at December 31, 2010.

On March 9, 2011, the Company completed a $30.8omifinancing transaction to monetize certain fatu
royalty and milestone payments under its licenseagent (the “Shionogi Agreement”) with Shionogirguant to
which Shionogi licensed from the Company the rightmarket peramivir in Japan and, if approvedcfanmercial
sale, Taiwan

As part of the transaction, the Company transfetwetPR Royalty Sub LLC (“Royalty Sub”), its newllyrmed
wholly-owned subsidiary, certain rights under ttéoB0gi Agreement, including the right to receivuéufe royalty
and milestone payments under the Shionogi Agreemenpart of the transaction, the Company alsosfiemed to
Royalty Sub the right to receive payments undez\a dapanese yen/US dollar foreign currency hedg@gement
that the Company put into place in connection whthtransaction. The Company’s collaboration witio8ogi
remains unchanged as a result of the transaction.

As part of the transaction, Royalty Sub issued $3fillion in aggregate principal amount of its PhéR
Senior Secured 14% Notes due 2020 (the “PhaRMAdpte a private placement exempt from registratiowler
the Securities Act of 1933, as amended (the “Sgesarfct”). The PhaRMA Notes bear an interest cdit&4.0%,
with interest payable annually on September 1siach year, beginning September 1, 2011, and ciintidegal
maturity date. The royalty and milestone paymehtmy, that Royalty Sub will be entitled to receiunder the
license agreement with Shionogi, together with payments made under the currency hedge arrangemetitinds
that may be available from certain accounts of Rgy&ub (including an interest reserve account), lvé the
principal source of payment of principal of, antehest and any premium
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on, the PhaRMA Notes. The PhaRMA Notes are sedwyetsecurity interest granted by Royalty Subsrmigghts to
receive payments under the Shionogi Agreementlamdurrency hedge arrangement, all of its othestasmnd a
pledge by the Company of its equity ownership idein Royalty Sub. The PhaRMA Notes are sahable prior t¢
March 9, 2012. On or after March 9, 2012, the PhaRWbtes may be redeemed at any time prior to migtun
whole or in part, at the option of Royalty Sub peédfied redemption premiums.

The PhaRMA Notes have a final legal maturity of 8&mber 1, 2020. Under the terms of the PhaRMA Notes,
when Shionogi payments (together with any paymeratde under the currency hedge arrangement) recejved
Royalty Sub exceed Royalty Sub’s ongoing expensddtee interest payments due annually on the PhaRIdgt&s,
the excess will be applied to the repayment ofgipial of the PhaRMA Notes until they have been praifdill.
Accordingly, depending on payments from Shiondug, PhaRMA Notes may fully amortize and be repaidro
the final legal maturity date. The Company remainstled to receive any royalties and milestonenpayts related
to sales of peramivir by Shionogi following repayrhef the PhaRMA Notes. The PhaRMA Notes constitute
obligations of Royalty Sub, and are non-recoursgstexcept to the extent of our pledge of our gquierest in
Royalty Sub as part of the collateral securingRhaRMA Notes. The PhaRMA Notes are not convertitie our
equity.

The Company received net proceeds of approxim&3y0 million from the transaction after transactomsts
and the establishment of a $3.0 million intereseree account by Royalty Sub. Such reserve wiiv@lable to
help cover any interest shortfalls on the PhaRMAesdahrough September 1, 2013. Royalty Sub is dlyvbawned
subsidiary and will be included in the consoliddfiedncial statements of the Company. The foreigmency hedge
will not qualify for hedge accounting treatment dahdrefore mark to market adjustments will be redoed in the
consolidated statement of operations.

In connection with the issuance by Royalty SukhefPhaRMA Notes, the Company entered into a foreign
currency hedge arrangement to hedge certain rsdacated with changes in the value of the Japayeseclative
to the U.S. dollar. Under the currency hedge aearant, the Company has the right to purchase dadlad sell yen
at a rate of 100 yen per dollar for which it mayreégquired to pay a premium in each year from 2@itdugh 2020,
provided the currency hedge arrangement remaiaffect. A payment of $2.0 million will be requirdédon May 1¢
of the relevant year, the US dollar is worth 106 ge less as determined in accordance with theenayrhedge
arrangement. In conjunction with establishing tedde currency arrangement, the Company will beiredtio post
collateral to the counterparty, which may caude éxperience additional quarterly volatility is #arnings as a
result. The Company will not be required at anyetito post collateral exceeding the maximum prenpagyments
remaining payable under the currency hedge arraegemin establishing the hedge, the Company peoliditial
funds of approximately $2.0 million to supportpistential hedge obligations. Subject to certaingattions the
Company has in connection with the PhaRMA Notelsag the right to terminate the currency hedgengament
with respect to the 2016 through 2020 period byngjwnotice to the counterparty prior to May 18, 2&hd paymel
of a $2.0 million termination fee.
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Report of Independent Registered Public Accountindgrirm on Financial Statements

The Board of Directors and Stockholders
BioCryst Pharmaceuticals, Inc.

We have audited the accompanying balance she&i®G6fyst Pharmaceuticals, Inc. as of December 8102
and 2009, and the related statements of operastoskholders’ equity and cash flows for each efttiree years in
the period ended December 31, 2010. These finastzigdments are the responsibility of the Company’s
management. Our responsibility is to express aniopion these financial statements based on outsaud

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighagio
(United States). Those standards require that e ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of malterisstatement. An audit includes examining, ¢@sa basis,
evidence supporting the amounts and disclosurtrifinancial statements. An audit also includeessing the
accounting principles used and significant estimatade by management, as well as evaluating thalbfirancial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial
position of BioCryst Pharmaceuticals, Inc. at DebenB1, 2010 and 2009, and the results of its ¢jpasaand its
cash flows for each of the three years in the pgegioded December 31, 2010, in conformity with gé&herally
accepted accounting principles.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), BioCryst Pharmaceuticals, Inmitsrinal control over financial reporting as of Dadxer 31, 2010,
based on criteria establishedimiernal Control-Integrated Framewoiksued by the Committee of Sponsoring
Organizations of the Treadway Commission and gpontedated March 15, 2011 expressed an unqualifpieion
thereon.

/sl Ernst & Young LLP
Birmingham, Alabama

March 15, 2011
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Report of Independent Registered Public Accountingrirm on Internal Control

The Board of Directors and Stockholders
BioCryst Pharmaceuticals, Inc.

We have audited BioCryst Pharmaceuticals, Inctarival control over financial reporting as of Detemn31,
2010, based on criteria establishedniternal Control-Integrated Framewoiksued by the Committee of
Sponsoring Organizations of the Treadway Commisgitee COSO criteria). BioCryst Pharmaceuticals,’thc
management is responsible for maintaining effedtiternal control over financial reporting, and ftsr assessment
of the effectiveness of internal control over fingh reporting included in the accompanying Managetis Report
on Internal Control Over Financial Reporting. Oesponsibility is to express an opinion on the Comyfsinternal
control over financial reporting based on our audit

We conducted our audit in accordance with the stadgdof the Public Company Accounting OversightriBoa
(United States). Those standards require that ame ghd perform the audit to obtain reasonable assarabout
whether effective internal control over financiaporting was maintained in all material respects. &udit included
obtaining an understanding of internal control dugincial reporting, assessing the risk that aemaltweakness
exists, testing and evaluating the design and ¢ipgraffectiveness of internal control based onabsessed risk,
and performing such other procedures as we comsldercessary in the circumstances. We believethaudit
provides a reasonable basis for our opinion.

A company’s internal control over financial repogiis a process designed to provide reasonablesassu
regarding the reliability of financial reportingdthe preparation of financial statements for exaepurposes in
accordance with generally accepted accounting ipleee A company’s internal control over finanaiaporting
includes those policies and procedures that (Ipjpeto the maintenance of records that, in reasiendetail,
accurately and fairly reflect the transactions disghositions of the assets of the company; (2) ideweasonable
assurance that transactions are recorded as nactsgarmit preparation of financial statementsdgordance wit
generally accepted accounting principles, andréwdipts and expenditures of the company are beadg only in
accordance with authorizations of management anedtdirs of the company; and (3) provide reasonasdeirance
regarding prevention or timely detection of unauitexd acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that
controls may become inadequate because of chamgesdlitions, or that the degree of compliance wWithpolicies
or procedures may deteriorate.

In our opinion, BioCryst Pharmaceuticals, Inc. niaimed, in all material respects, effective intéguntrol
over financial reporting as of December 31, 20EH3dd on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the balance sheets of BioCrystrRaeeuticals, Inc. as of December 31, 2010 and ,20@9the
related statements of operations, stockholderstgcand cash flows for each of the three yearthéperiod ended
December 31, 2010 of BioCryst Pharmaceuticals,dnd.our report dated March 15, 2011 expressedanalified
opinion thereon.

/sl Ernst & Young LLP
Birmingham, Alabama

March 15, 2011
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACOUNTING AND
FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURE!
Evaluation of Disclosure Controls and Procedures

We maintain a set of disclosure controls and progesithat are designed to ensure that informaétating to
BioCryst Pharmaceuticals, Inc. required to be dsetl in our periodic filings under the Securitiestiange Act of
1934, as amended (the “Exchange Act”), is recorpgeatessed, summarized and reported in a timelynaraimder
the Exchange Act of 1934. We carried out an evadoads required by paragraph (b) of Rule 13a-15 or
Rule 15d-15 under the Exchange Act, under the sigien and with the participation of management/uding our
Chief Executive Officer and Chief Financial Officef the effectiveness of the design and operaifayur
disclosure controls and procedures (as definediie B3a-15(e) or Rule 15d-15 under the Exchangg Retsed
upon that evaluation, the Chief Executive Officed &hief Financial Officer concluded that, as otBmber 31,
2010, our disclosure controls and procedures deetefe. We believe that our disclosure controld procedures
will ensure that information required to be diseldsn the reports filed or submitted by us underBxchange Act
recorded, processed, summarized and reported withitime periods specified in the rules and foafnthe
Securities and Exchange Commission, and include@srand procedures designed to ensure that iraftoorn
required to be disclosed by us in such reportsdsimulated and communicated to our managementdimg our
Chairman and Chief Executive Officer and Chief Ritial Officer, as appropriate to allow timely déoiss
regarding required disclosure.

Management’s Report on Internal Control Over Finandal Reporting

Management of BioCryst Pharmaceuticals, Inc. ipaasible for establishing and maintaining adeqirdagrnal
control over financial reporting and for the assgamst of the effectiveness of internal control ofileancial
reporting. As defined by the Securities and Excleaigmmission, internal control over financial repay is a
process designed by, or under the supervision iopoacipal executive and principal financial offis and effected
by our Board of Directors, management and othesquerel, to provide reasonable assurance regarténgeliability
of financial reporting and the preparation of tirafcial statements in accordance with U.S. gelyesiatepted
accounting principles.

Our internal control over financial reporting igoported by written policies and procedures thapgl}ain to
the maintenance of records that, in reasonablél detaurately and fairly reflect our transactiaared dispositions of
our assets; (2) provide reasonable assurancea#nagtrtions are recorded as necessary to perrp#natéon of the
financial statements in accordance with generalbepted accounting principles, and that our reseiptl
expenditures are being made only in accordanceamthorizations of our management and directors; an
(3) provide reasonable assurance regarding preveatitimely detection of unauthorized acquisitiose or
disposition of our assets that could have a mateffiact on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjechéorisk that
controls may become inadequate because of chamgesditions, or that the degree of compliance Withpolicies
or procedures may deteriorate.

In connection with the preparation of our annuaéficial statements, management has undertaken an
assessment of the effectiveness of our internataloover financial reporting as of December 311@0based on
criteria established in Internal Control — Integatramework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (the CO&Dnework). Management’'s assessment included an
evaluation of the design of our internal controépfinancial reporting and testing of the operadiceffectiveness of
those controls.

Based on this assessment, management has conthaded of December 31, 2010, our internal corver
financial reporting was effective. Management hadgeour internal control over financial reportinglw
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provide reasonable assurance regarding the rétyabflfinancial reporting and the preparation wfaincial
statements for external purposes in accordancelvih generally accepted accounting principles.

Ernst & Young LLP, the independent registered puaticounting firm that audited our financial statens
included in this report, has issued an attestatiport on the Company’s internal control over ficiahreporting, a
copy of which appears on page 83 of this annualrtep

Changes in Internal Control over Financial Reportirg

There have been no changes in our internal coowl financial reporting that occurred during theader
ended December 31, 2010 that have materially &fedr are reasonably likely to materially affexty internal
control over financial reporting.

ITEM 9B. OTHER INFORMATION

See"ltem 1. Business — Recent Corporate Highlights eraivir” and“ltem 1 — Business — Our Principal
Products— Peramivir — Collaborationsin Part | of this Form 10-K for information regandithe Company’s
$30.0 million financing transaction completed onrtta9, 2011 and the agreements entered into ineiaom
therewith, which disclosures are incorporated is ltem 9B by reference.

PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNXCE

The information required by this item is set foutider the captiorf§tems to be Voted on — 1. Election of
Directors” “Executive Officers,” “Section 16(a) Beneficial @nership Reporting Complianceihd“Corporate
Governance’in our definitive Proxy Statement for the 2011 Aahieeting of Stockholders and incorporated
herein by reference.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this item is set foutider the captionfCompensation Discussion and Analysis,”
“Summary Compensation Table,” “Grants of Plan-Bag&dards in 2010,” “Outstanding Equity Awards at
December 31, 201" “2010 Option Exercises and Stock Vested,” “PotahtPayments Upon Termination or
Change in Control,” “Director Compensation,” “Compesation Committee Interlocks and Insider Participat
and“Compensation Committee Repoiitf our definitive Proxy Statement for the 2011 AahhMeeting of
Stockholders and incorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANDMANAGEMENT AND
RELATED STOCKHOLDER MATTERS

The information required by this item is set fontider the captiorfEquity Compensation Plan Information”
and “Security Ownership of Certain Beneficial Owners dfahagement’in our definitive Proxy Statement for the
2011 Annual Meeting of Stockholders and incorpatdterein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, ANCDIRECTOR
INDEPENDENCE

The information required by this item is set fontider the captionCertain Relationships and Related
Transactions”and “Corporate Governancéin our definitive Proxy Statement for the 2011rAral Meeting of
Stockholders and incorporated herein by reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this item is set foutider the captioitems to be Voted on — Ratification of
Appointment of Independent Registered Public Adamit” in our definitive Proxy Statement for the 2011 Aahu
Meeting of Stockholders and incorporated hereindigrence.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a) Financial Statements

The following financial statements appear in Iteif 8his Form 10-K:

Page in
Form 10-K
Balance Sheets at December 31, 2010 and 58
Statements of Operations for the years ended Dese&ih 2010, 2009 and 20 58
Statements of Stockhold’ Equity for the years ended December 31, 2010, 20@9200¢ 60
Statements of Cash Flows for the years ended DemeBih 2010, 2009 and 20 61
Notes to Financial Statemer 62
Report of Independent Registered Public Accounfiimpn on Financial Statemer 82
Report of Independent Registered Public Accounfiiimgn on Internal Contrc 83

No financial statement schedules are included lscthe information is either provided in the finiahc
statements or is not required under the relatadictsons or is inapplicable and such schedulesetbes have been
omitted.

(b) Exhibits. See Index of Exhibits.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the Regyidthas
duly caused this report to be signed on its bdhathe undersigned, thereunto duly authorized onca5, 2011.

BIOCRYST PHARMACEUTICALS, INC.

By: /s/ Jon P. Stonehou

Jon P. Stonehouse
Chief Executive Officer

Pursuant to the requirements of the Securities &xg@ Act of 1934, this report has been signed bélpithe
following persons on behalf of the registrant amthie capacities indicated on March 15, 2011:

Signature Title(s)
/s/ Jon P. Stonehouse President, Chief Executive Officer and Director
(Jon P. Stonehous (Principal Executive Officer)
/s/ Stuart Grant Senior Vice President, Chief Financial Officer arrdasurer
(Stuart Grant
/sl Robert S. Lowrey Controller and Principal Accounting Officer

(Robert S. Lowrey

/sl Stephen R. Biggar Director
(Stephen R. Biggar, M.D., Ph.LC

/sl Stanley C. Erck Director
(Stanley C. Erck

/s! William W. Featheringill Director
(William W. Featheringill)

/sl John L. Higgins Director
(John L. Higgins

/s| Zola P. Horovitz Director
(Zola P. Horovitz, Ph.D.

/s/ Charles A. Sanders Director
(Charles A. Sanders, M.C

/sl Beth C. Seidenberg Director
(Beth C. Seidenberg, M.D
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Number

3.1
3.2
3.3
3.4

4.1

4.2
1C.1&
1C.2&

10.3&

1C.4&
1C.5&
10.6&

10.7&

1C.8&
10.9&
1C.10&

1C.11&

(10.12)&

1C.13&

INDEX TO EXHIBITS

Description

Third Restated Certificate of Incorporation of Retgint. Incorporated by reference to Exhibit 3.1 to
the Compan’s Form K filed December 22, 2001

Certificate of Amendment to the Third Restated ifleate of Incorporation of Registrant.
Incorporated by reference to Exhibit 3.1 to the @am’s Form &K filed July 24, 2007

Certificate of Increase of Authorized Number of &saof Series B Junior Participating Preferred
Stock. Incorporated by reference to Exhibit 3.1th Compan’s Form K filed November 4, 200¢
Amended and Restated Bylaws of Registrant effe@iember 29, 2008. Incorporated by reference to
Exhibit 3.2 to the Compars Form K filed November 4, 200¢

Rights Agreement, dated as of June 17, 2002, bybatwleen the Company and American Stock
Transfer & Trust Company, as Rights Agent, whiatiudes the Certificate of Designation for the
Series B Junior Participating Preferred Stock dsitiixA and the form of Rights Certificate as Exh
B. Incorporated by reference to Exhibit 4.1 to @@mpan’s Form A filed June 17, 200z
Amendment to Rights Agreement, dated as of Augug067. Incorporated by reference to Exhibit
of the Compan’s Form 1+Q filed August 9, 2007

Stock Incentive Plan, as amended and restatedigéddarch 31, 2010. Incorporated by reference to
Appendix A to the Compar’'s Definitive Proxy Statement, filed April 6, 201

Employee Stock Purchase Plan, as amended andetkstégctive March 31, 2010. Incorporated by
reference to Appendix B to the Comp’s Definitive Proxy Statement, filed April 6, 201

Form of Notice of Grant of Non-Employee Directortdmatic Stock Option and Stock Option
Agreement. Incorporated by reference to Exhibitkif.the Company’s Form 10-K filed March 4,
2008.

Form of Notice of Grant of Stock Option and StogitiOn Agreement. Incorporated by reference to
Exhibit 10.5 of the Compars Form 1-K filed March 4, 2008

Annual Incentive Plan. Incorporated by referencExbibit 10.1 of the Company’s Form 10-K filed
March 4, 2008

Executive Relocation Policy. Incorporated by refieesto Exhibit 10.2 of the Company’s Form 10-K
filed March 4, 2008

Amended and Restated Employment Letter Agreemdatideebruary 14, 2007, by and between the
Company and Jon P. Stonehouse. Incorporated bieneie to Exhibit 10.12 to the Company’s Form
10-K for the year ended December 31, 2006, filed Mdr¢h2007

Employment letter agreement between BioCryst Phegemitécals, Inc. and Stuart Grant dated July 23,
2007. Incorporated by reference to Exhibit 10.1thef Compan’'s Form &K filed July 26, 2007
Amendment to Employment Letter Agreement for St@ent Dated July 23, 2007. Incorporated by
reference to Exhibit 10.3 of the Comp’s Form 1K filed March 4, 2008

Retention Bonus Agreement between BioCryst Pharotmeds, Inc. and Stuart Grant dated May 21,
2008. Incorporated by reference to Exhibit 10.2%hef Compan’s Form 1i-Q filed August 8, 200¢
Employment Letter Agreement between BioCryst Phagugcals, Inc. and William P. Sheridan de
June 12, 2008. Incorporated by reference to Exhibi27 of the Company’s Form 10-Q filed August
8, 2008.

Employment Letter Agreement between BioCryst Phaguticals, Inc. and Peter L. McCullough
dated December 11, 20C

Employment Letter Agreement dated April 2, 2007 abog between the Company and

David McCullough. Incorporated by reference to Eihi0.5 to the Company’s Form 10-Q filed May
10, 2007.
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Number

1C.14&

1C.15&

1C.16#

1C0.17

1C.18

1C.19

1C.20

10.21

10.22

1C.23

10.24

(1C.25)

10.26

10.27#

10.28#

1C.29

Description

Retention Bonus Agreement between BioCryst Pharotmeds, Inc. and David McCullough dated
May 21, 2008. Incorporated by reference to ExHibi26 of the Company’s Form 1Diled August €
2008.

Consulting Agreement between BioCryst Pharmacdstitac. and J. Claude Bennett, M.D. dated .
13, 2008. Incorporated by reference to Exhibit 8@2the Company’s Form 10-Q filed August 8,
2008.

Agreement dated January 3, 2007, between BioChatrRaceuticals, Inc. and the Department of
Health and Human Services, as amended by Amendmemter 1 dated January 3, 2007 and
Amendment number 2 dated May 11, 2007. (Portionistednpursuant to request for confidential
treatment.) Incorporated by reference to ExhibiB10 the Company’s Form 10-Q filed August 9,
2007.

Amendment #3 to the Agreement between BioCrystigheeuticals, Inc. and the Department of
Health and Human Services, dated October 2, 20@drporated by reference to Exhibit 10.6 of the
Compan’s Form 1K filed March 4, 2008

Amendment #4 to the Agreement between BioCrystiRheeuticals, Inc. and the Department of
Health and Human Services dated April 3, 2008. ipoated by reference to Exhibit 10.29 of the
Compan’s Form 1-Q filed August 8, 200¢

Amendment #5 to the Agreement between BioCrystiigheeuticals, Inc. and the Department of
Health and Human Services dated July 2, 2008. purated by reference to Exhibit 10.30 of the
Compan’s Form 1-Q filed August 8, 200¢

Amendment #6 to the Agreement between BioCrystiRheeuticals, Inc. and the Department of
Health and Human Services dated August 18, 20@8rporated by reference to Exhibit 10.1 of the
Compan’s Form K filed November 7, 200¢

Amendment #7 to the Agreement between BioCrystigheeuticals, Inc. and the Department of
Health and Human Services dated November 17, 2668tporated by reference to Exhibit 10.12 of
the Compan’s Form 1K filed March 6, 2009

Amendment #8 to the Agreement between BioCrystiigheeuticals, Inc. and the Department of
Health and Human Services dated March 13, 2009rphacated by reference to Exhibit 10.13 of the
Compan’s Form 1-K filed March 9, 2010

Amendment #9 to the Agreement between BioCrystiRheeuticals, Inc. and the Department of
Health and Human Services dated September 18, di¥porated by reference to Exhibit 10.1 of
Compan’s Form 1-Q filed November 6, 200¢

Amendment #10 to the Agreement between the Comaadyhe U.S. Department of Health & Hur
Services, dated October 15, 2009. Incorporatecfgrence to Exhibit 10.2 of the Company’s Form
1C-Q filed November 6, 200¢

Amendment #11 to the Agreement between the Comaadyhe U.S. Department of Health & Hur
Services, effective February 23, 20

Order for Supplies or Services from the U.S. Departt of Health & Human Services, dated
November 4, 2009. Incorporated by reference to lEkhD.16 of the Compars Form 10-K filed
March 9, 2010

License, Development and Commercialization Agredrdated as of February 28, 2007, by and
between the Company and Shionogi & Co., Ltd. Inocafed by reference to Exhibit 10.4 to the
Company’s Form 10-Q filed May 10, 2007. (Portionsitted pursuant to request for confidential
treatment.’

First Amendment to License, Development and Comialkezation Agreement, effective as of
September 30, 2008, between the Company and Shi&n©g., Ltd. Incorporated by reference to
Exhibit 10.19 to the Company’s Form 10-K filed Miarg, 2009. (Portions omitted pursuant to request
for confidential treatment

Warehouse Lease dated July 12, 2000 between RBP ahlAlabama Limited Liability Company and
the Registrant for office/warehouse space. Incateal by reference to Exhibit 10.8 to the Company’s
Form 1(-Q for the second quarter ending June 30, 2000 Aleglst 8, 2000
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Number

10.30

1031

10.32

10.33%

10.34+

10.354

10.364

10.37
10.38
(23)

(31.1)

(31.2)
(32.1)

(32.2)

Description

Third Amendment to Lease Agreement dated Augug0@7, by and between Riverchase Capital L

a Florida limited liability company, Stow Riverclead LC, a Florida limited liability company, as
successor landlord to RBP, LLC and the Companyrrarated by reference to Exhibit 10.4 of the
Compan’s Form 1-Q filed August 9, 2007

Stock and Warrant Purchase Agreement dated asgisié, 2007, by and among BioCryst
Pharmaceuticals, Inc. and each of the InvestorttifiEd on the signature pages thereto. Incorpdrate
by reference to Exhibit 4.1 of the Comp’s Form K filed August 7, 2007

Stock Purchase Agreement, dated as of Februar®00B, by and among BioCryst Pharmaceuticals,
Inc., Baker Bros. Investments, L.P., Baker Biotecind I, L.P., Baker Bros. Investments I, L.P.,
Baker Biotech Fund Il (2), L.P., Baker/Tisch Invesnts, L.P., Baker Biotech Fund Ill, L.P., Baker
Biotech Fund I, L.P., Baker Biotech Fund IIl (Z)A. and 14159, L.P. Incorporated by reference to
Exhibit 4.1 to the Compar’'s Form &K filed February 17, 200*

Development and License Agreement dated as of Bepdy 2006, by and between BioCryst
Pharmaceuticals, Inc. and Mundipharma Internatibtwddliings Limited. Incorporated by reference to
Exhibit 10.2 to the Company’s Form 8-K/A filed M@y 2006. (Portions omitted pursuant to request
for confidential treatment

License Agreement dated as of June 27, 2000, bymnmhg Albert Einstein College of Medicine,
Industrial Research, Ltd. and BioCryst Pharmacaelgjdnc., as amended by the First Amendment
Agreement dated as of July 26, 2002 and the Seéorehdment Agreement dated as of April 15,
2005. Incorporated by reference to Exhibit 10.theoCompany’s Form 8-K filed November 30, 2005.
(Portions omitted pursuant to request for confidemteatment.

Third Amendment Agreement by and among Albert Eims€ollege of Medicine, Industrial Research,
Ltd. and BioCryst Pharmaceuticals, Inc., datedfddszember 11, 2009. Incorporated by reference to
Exhibit 10.33 to the Company’s Form 10-K filed Mar@, 2010. (Portions omitted pursuant to request
for confidential treatment

Fourth Amendment Agreement by and among AlberttBinsCollege of Medicine, Industrial
Research, Ltd. and BioCryst Pharmaceuticals, ttated as of May 5, 2010. Incorporated by reference
to Exhibit 10.1 to the Company’s Form 10-Q filedgust 6, 2010. (Portions omitted pursuant to
request for confidential treatmen

Stock Purchase Agreement, dated as of Decemb@008, by and among BioCryst Pharmaceuticals,
Inc., Kleiner Perkins Caufield & Byers, Texas Pictéroup Ventures and KPTV, LLC. Incorporated
by reference to Exhibit 4.1 to the Comp’s Form &K filed December 16, 200!

Nomination and Observer Agreement, dated as of Mbee 16, 2005, by and between BioCi
Pharmaceuticals, Inc. and Kleiner Perkins CauieRBlyers. Incorporated by reference to Exhibit 4.2
to the Compar’s Form K filed December 16, 200!

Consent of Ernst & Young, LLP, Independent RegextdPublic Accounting Firrr

Certification of the Chief Executive Officer Pursiiao Section 302 of the Sarbanes-Oxley Act of
2002.

Certification of the Chief Financial Officer Pursiao Section 302 of the Sarba-Oxley Act of 2002
Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002

Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002

Confidential treatment requeste
Confidential treatment grante
Management contract

Filed herewith
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Exhibit 10.1:

| BIOCRYST

FHARMACEUTICALS INLC

BIOCRYST PHARMACEUTICALS, INC. JON P. STONEHOUSE

2190 PARKWAY LAKE DRIVE CHIEF ExEcuTIVE OFFICER
BIRMINGHAM. AL 35244

20E-444-4600 20-444-4640 FAX

2425 KILDAIRE FARM ROAD, SUITE 106
CARY, NC 27518
91¢-85¢-1302 91-851-1416 FAX

www.biocryst.con

December 11, 2009

Peter McCullough
40 Manomet Ave.
Hull, MA 02045

Dear Peter:

On behalf of BioCryst Pharmaceuticals, Inc., | deaped to extend to you a formal invitation to jthie BioCryst team as Vice President
Operations. You will report directly to the Sr. ¥i€resident and Chief Financial Officer, Stuartr&ra

We are projecting a start date sometime in eariydgy 2010 (exact date to be determined and fied)iand your compensation will consist
of the following components:

1. A salary rate of $10,833,33 ($260,000 angupkr semi-monthly period payable on thetl&nd 31stof each month, subject to the
customary deductions and withholdings as requiselv.

2. In addition to the basic compensation sehfim (1) above, Employee shall be eligible torearcash bonus, payable as soon as
reasonably practicable in the calendar year folhgweach calendar year during the term of this Agesd, based on the Company’s
achievement of performance related goals propogeddmagement and approved by the Board for the @agip applicable fiscal
year (the“Fiscal Year”), and the Employezperformance during the year. The bonus actualiyesl, if any, shall be based on a ta
amount equal to 25% of the base compensation, @énexecutive during such Fiscal Year (the “Targetount”), and shall be pro-
rated based on the degree to which the performgmoais have been achieved, subject to a minimun éhachievement proposed
management and approved by the Board. The TargeuAtrior the 2010 Fiscal Year shall be proratectam Employee’s base
salary as of December 31, 2010. Employee must Ipoged through April 1, of the next succeeding Bistear in order to receive
the annual bonus for each Fiscal Ye¢




Peter McCullough
Page Two
December 11, 2009

3.

You will be eligible to receive 70,000 stsaoé BioCryst stock in an employee incentive stopkion program, which the BioCryst
Board of Directors has instituted. All stock optigrants are subject to the approval of the Compgems@€ommittee and subject to 1
requirements of state and federal laws. Your gdate for these options will be your start date whih pricing being determined by
the closing market price on that de

The parties intend for the Option to quali/“incentive stock options,” as that term is defiin Section 422 of the Internal Revenue
Code of 1986, as amended (“Section 42@%he fullest extent possible. The parties und@csthat the portion of the Option, toget
with the portion of any other incentive stock optgranted by BioCryst and its parent and subsidiarporations, if any, which may
become exercisable in any year in excess of areggtg of $100,000 fair market value, determinedf &lse date the Option or such
other option, as the case may be, was grantednoidye treated as an incentive stock option undeti& 422

You will be eligible to participate in theo@pany benefit programs according to the termbase programs. We currently have
group life insurance, disability insurance (shaord éong term), medical/dental insurance plans a#@14k) retirement plan with a
company match. BioCryst pays 100% of the Employely @remiums, and requires employees to contribnerd the cost of
dependent medical premin

Our 401(k) retirement plan allows you to contribagemuch as 30% of your salary. The Company cuyrerdtches your contributic
up to 5% of your salan

We also have an Employee Stock Purchase(BBRP) that allows a payroll deduction of up to 1&%gour salary, subject to certain
IRS limitations, to purchase the Company’s stock discount of at least 15% of the market value filarket value used is the lower
of the market value at the beginning or end of esix-month purchase perio

Relocation Assistancén connection with Employee’s execution of thigrAement Employee shall be provided with relocation
assistance (highlighted in the attached Reloc&ility) to assist with the relocation to, North Qlara. Some of the benefits offered
include:

a. Temporary Housing — Temporary housing walldrovided to you for up to three (3) months with North Carolina Triangle
area. BioCryst will work with you to locate suitabiiousing. Should you not need to use the fulketlf®® months of temporary
housing, Biocryst would pay you the amount of mbnttousing ($2,500) for each full month that yourds use temporary
housing, not to exceed three (3) months in ti




Peter McCullough
Page Three
December 11, 2009

b. Household Goods — Arrangements with a moeimmpany of BioCryst's choice will be made to pdolad and unload your
household goods from your current residence tdNibreh Carolina residence. BioCryst will also inatuthe cost to ship a
maximum of one vehicle to North Carolir

C. Home Marketing assistance on the sale of gotrent residence, closing cost reimbursementsédunting trips and tax
assistance/gross up of costs associated with the.

6.  You will be eligible for vacation during ealdar year 2010. These days will accrue at a fat8.83 hours per month (this is 4 weeks
on an annual basis). We also observe nine holidasing the year and allow an additional two flogtholidays (1/2 day earned each
calendar quarter) to be used at the employee’sadisn. Any questions concerning our fringe bengfiigrams can be directed to
Robert Stoner or Mike Richardsc

7. You will be paid a 1 time sign-on bonus 40$00, subject to the customary deductions arlchweitiings as required by law. This
signing bonus will be paid to you following 30 dayfsactive employment. Should you voluntarily segaremployment with
BioCryst Pharmaceuticals within 12 months from ystart date, you will be required to reimbursedbmpany for the net amount of
the sigi-on bonus paic

Upon joining BioCryst, as a term of your employmemu agree to execute the Company’s standard sdodiure agreement. In that
agreement, you will confirm, among other thingstttepresentations previously made to us by youyihiar employment with BioCryst will
not cause you to breach any fiduciary or other detyenant, or understanding to which you are tymarby terms of which you are bound.

This offer is contingent upon you successfully pasa pre-employment drug screen, as well as aoation of your education/experience
information, and a background check. Your employiméth BioCryst is for all purposes “at will,” arttlis letter does not constitute an
employment contract. Instead, it sets forth théahierms of your employment with BioCryst.




Peter McCullough
Page Four
December 11, 2009

All of us at BioCryst look forward to your joinirifpe effort to build the Company into a sustainaptefitable business engaged in pioneering
science. | know that you will be challenged by thésv opportunity and will make significant contritmns in the months ahead.

Please indicate that you have read and agreestéethér by signing the original and returningoitRobert C. Stoner within one week at his
Durham, NC office.

Sincerely,

/s/ Jon P. Stonehous
Jon P. Stonehoust
President and CEC(

cC: Robert C. Stoner — VP Human Resources
Stuart Gran— Sr. VP & CFO

ACCEPTEDAND AGREED:

Name: /s/ Peter McCullough
Peter McCullough

Date: 15 Dec 09



Exhibit 10.2¢

AMENDMENT OF SOLICITATION/MODIFICATION OF CONTRACT | 1. CONTRACT ID GODE PAGE OF PAGES
1 4
'2. AMENDMENT/MODIFICATION NO: 3. EFFECTIVE DATE  |4. REQUISITION/PURC 5. PROJECT NO. ﬂ.l"nm'i!:'atu'ej
011 See block 16C NiA NIA
6. ISSUED BY : CODE 7. ADMINISTERED BY (i cther than ftem &) CODE|

Office of Acquisition Management, Contracts & Grants
U.S. Department of Health and Human Services

330 Independence Avenue, SW Room G640
Washingtan, DC 20201

E. NAME AND ADDRESS OF CONTRACTOR (Mo., street. counly, State and ZIP Code) 8A. AMENDMENT OF SOLICITATION NO.

BioCryst Pharmaceuticals, Inc. 9B. DATED (SEE ITEM 11)
4505 Emperor Boulevard, Suite 200
Durham, NC 27703

DUNS 61-819-4609

TIN 62-1413174

10A.MODIFICATION OF CONTRACT/ ORDER
X HHSO0100200700032C

10B. DATED (SEE ITEM 13)
CODE [FACILITY CODE 01-03-07
11. THIS ITEM ONLY APPLIES TO AMENDMENTS OF SOLICITATIONS

™ The above numbered solichiation is amended as sel forth in tem 14, The hour and date specified for recelpt of Offers ~ Is extended, ™ |s nol extended.

Htere must acknowledge recelpt of this emendment prior o fhe hour and dete specified In the scicitation or as amended, by ong of the foliowing methods: (a) By completing liems & and
I, and retuming coples of the amendmant; (b) By acknowladging receipt of this amendrment on each copy of the offer submiliad; or (2] By saparals lather or
alegram which Inciudes a relerence 1o the solichafion and amendment numbers. FAILURE OF YOUR ACKNOWLEDSEMENT TO BE RECEIVED AT THE PLACE DESIGNATED FOR
THE RECEIFT OF OFFERS PRIOR TO THE HOUR AND DATE SPECIFIED MAY RESULT IN REJECTION OF YOUR OFFER. I by virlue o this emendment. you desire to change an
IFer already submitted, such change mey be mede by telegram or letter, provided each talagram or letber makes refanence to the soliclation and this smendment, and (s recelved prior to
hve opening howr and dale specified, |

12, ACCOUNTING AND APPROPRIATION DATA (If required)
i0DCC: DOCs TIN#

LOC# CAN

3. THIS ITEM APPLIES ONLY TO MODIFICATIONS OF CONTRACTS/ORDERS; IT MODIFIES THE CONTRACT/ORDER NO. AS DESCRIEED IN ITEM 14
A. THIS CHANGE ORDER IS ISSUED PURSUANT TO:
THE CHANGES SET FORTH IN ITEM 14 ARE MADE IN THE CONTRACT ORDER NO. IN ITEM 10A.

=) THE ABOVE NUMBERED CONTRACT/ORDER IS MODIFIED TO REFLECT THE ADMINISTRATIVE CHANGES (such as changes in paying
office, appropriation date, ete.) SET FORTH IN ITEM 14, PURSUANT TO THE AUTHORITY OF FAR 43.103(b).

c. THIS SUPPLEMENTAL AGREEMENT IS ENTERED INTO PURSUANT TO AUTHORITY OF:
X FAR 52.232-20 (April B4) Limitation of Cost

D. OTHER (Specify lype of modification and authority)

=. IMPORTANT: Contractor [] is not, [X] is required to sign this document and return 2 copies to the issuing office.
14. DESCRIPTION OF MODIFICATION (Organized by LICF seafion Avadings, nciusing soicitationtontract subject mafier where feasiblg

*URPOSE: The purpose of this medification is to:

1. Reflect agreement on the path forward in the advanced development of peramivir; Articles B, F and J of the confract are modified as described in
the attached pages.

2. Increase the tolal contract amount by §55,000,000 from $179,852,147 to $234,852,147
3. Extend the contracl completion date by 24 months from Decamber 31, 2011, to December 31, 2013,

=xcept as provided herein, all terms and conditions referenced in item 8A or 10A, remain in full force and effect.

/5A. NAME AND TITLE OF SIGNER (Type or prini) 18A. NAME AND TITLE OF CONTRACTING OFFICER (Type or print)
Jon Y S:{‘a'nolmmsg CctO vt | Schuyier T. Eldridge
5B. CONTRACTOR/OFFEROR 15C. DATE SIGNED |16B. WW 16C. DATE SIGNED
2-28-/ BY - /
T%mm:.dmm 7 (SBmature of Contracling OWeer) ’2/23 14

sh.zﬂu.ma@m OMB No. 0880—0115 STANDARD FORM 30 (REV. 10-83)






Exhibit 23

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference infelewing Registration Statements:

Registration Statements (Form S-8 Nos. 333343, 333-39484 and 333-30751) pertaining to theCByst
Pharmaceuticals, Inc. 1991 Stock Option Plan, asnaled and restated as of March 8, 2(

Registration Statement (Form S-8 No. 333-90%@&2taining to the BioCryst Pharmaceuticals, Exmployee
Stock Purchase Pla

Registration Statement (Form S-8 No. 333-13% p@rtaining to the BioCryst Pharmaceuticals, Btock
Incentive Plan, which amended and restated the Bgi®harmaceuticals, Inc. 1991 Stock Option Ptaofa
May 17, 2006

Registration Statement (Form S-3 No. 333-18%@@rtaining to the registration of up to 8,14@ &0ares of
common stock

Registration Statement (Form S-8 No. 333-1Z5¢rtaining to the BioCryst Pharmaceuticals, Btock
Incentive Plan as amended and restated effectivelM2007 and Employment Letter Agreement dated
April 2, 2007 between BioCryst Pharmaceuticals, &r David McCullougk

Registration Statement (Form S-3 No. 333-13578r the registration of up to $70 million of Bioyst
Pharmaceuticals, Inc. common stock, preferred stbegositary shares, stock purchase contractsamtaror
units;

Registration Statement (Form S-3 No. 333-183®8r the registration of 3,335,408 shares of BiaC
Pharmaceuticals, Inc. common stock and 3,159,8%awis to purchase common stock of BioCryst
Pharmaceuticals, Inc.; ai

Registration Statement (Form S-8 No. 333-16J§@rtaining to the BioCryst Pharmaceuticals, Btock
Incentive Plan, as amended and restated effectareM31, 2010 and the BioCryst Pharmaceuticals, Inc
Employee Stock Purchase Plan, as amended ancerbsféctive March 31, 201

of our reports dated March 15, 2011 with respethéofinancial statements of BioCryst Pharmacel#jdac. and
the effectiveness of internal control over finahcggporting of BioCryst Pharmaceuticals, Inc. irdgdd in this
Annual Report (Form 10-K) for the year ended Decenddi, 2010.

/sl Ernst & Young LLP

Birmingham, Alabama
March 15, 201:



Exhibit 31.1

CERTIFICATIONS

I, Jon P. Stonehouse, certify that:
1. I have reviewed this annual report on Form 16fBioCryst Pharmaceuticals, Inc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or dmnéttate a
material fact necessary to make the statements,rimaliight of the circumstances under which sueteshents were
made, not misleading with respect to the perioceoad by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport,
fairly present in all material respects the finahcondition, results of operations and cash flofivhe registrant as
of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure
controls and procedures (as defined in ExchangdrAitts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actd&ul 3a-15(f) and 15d-15(f) for the registrant aadeh

a) designed such disclosure controls and procedoresiused such disclosure controls and procedores
be designed under our supervision, to ensure thggmal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during tberiod in
which this report is being prepared;

b) designed such internal control over financiglomting, or caused such internal control over foiah
reporting to be designed under our supervisiopytwide reasonable assurance regarding the rétjabil
financial reporting and the preparation of finahsiatements for external purposes in accordantiegeinerall
accepted accounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentiisin
report our conclusions about the effectivenest@fdisclosure controls and procedures, as of thegthe
period covered by this report based on such evahjand

d) disclosed in this report any change in the tegi$'s internal control over financial reportirttat
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quartethe case of an
annual report) that has materially affected, ae@sonably likely to materially affect, the reggstt’s internal
control over financial reporting; and

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuat
internal control over financial reporting, to thegistrant’s auditors and the audit committee ofrdggstrant’s board
of directors (or persons performing the equivafanttions):

a) all significant deficiencies and material weadges in the design or operation of internal cortvelr
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to recqgtbcess,
summarize and report financial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signific
role in the registrant’s internal control over fircéal reporting.

/s/ Jon P. Stonehouse

Jon P. Stonehou:
Chief Executive Office

Date: March 15, 201



Exhibit 31.2

CERTIFICATIONS

I, Stuart Grant, certify that:
1. I have reviewed this annual report on Form 16fBioCryst Pharmaceuticals, Inc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or dmnéttate a
material fact necessary to make the statements,rimaliight of the circumstances under which sueteshents were
made, not misleading with respect to the perioceoad by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport,
fairly present in all material respects the finahcondition, results of operations and cash flofivhe registrant as
of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure
controls and procedures (as defined in ExchangdrAitts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actd&ul 3a-15(f) and 15d-15(f) for the registrant aadeh

a. designed such disclosure controls and procedaresiused such disclosure controls and procedaores
be designed under our supervision, to ensure thggmal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during tberiod in
which this report is being prepared;

b. designed such internal control over financigbréing, or caused such internal control over foiah
reporting to be designed under our supervisioprtwide reasonable assurance regarding the rétjabil
financial reporting and the preparation of finahsiatements for external purposes in accordantiegeinerall
accepted accounting principles;

c. evaluated the effectiveness of the registratisslosure controls and procedures and presenttisin
report our conclusions about the effectivenest@fdisclosure controls and procedures, as of thegthe
period covered by this report based on such evahjand

d. disclosed in this report any change in the teai$'s internal control over financial reportirttat
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quartethie case of an
annual report) that has materially affected, ae@sonably likely to materially affect, the reggstt’s internal
control over financial reporting; and

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuat
internal control over financial reporting, to thegistrant’s auditors and the audit committee ofrdggstrant’s board
of directors (or persons performing the equivafanttions):

a. all significant deficiencies and material weases in the design or operation of internal cortvelr
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to recgrtbcess,
summarize and report financial information; and

b. any fraud, whether or not material, that invelmeanagement or other employees who have a sigmific
role in the registrant’s internal control over fircéal reporting.

/s/ Stuart Grant

Stuart Gran
Chief Financial Office

Date: March 15, 201



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 of BioCrystapimaceuticals, Inc. (the “Company”) on Form 10-Ktfee
period ending December 31, 2010 as filed with teeusities and Exchange Commission on the date héten
“Report”), 1, Jon P. Stonehouse, Chief Executivéidef of the Company, certify, pursuant to 18 U.8Q350, as
adopted pursuant to 8 906 of the Sarbanes-Oxley®2002, that, to the best of my knowledge:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exgjean
Act of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition
and results of operations of the Company.

/s! Jon P. Stonehouse

Jon P. Stonehouse
Chief Executive Officer

March 15, 2011

This certification is furnished with this Report Borm 10-K pursuant to Section 906 of the Sarbadsy Act
of 2002 and shall not, except to the extent reguixgsuch Act, be deemed filed by the Company toppses of
Section 18 of the Securities Exchange Act of 1834amended (the “Exchange Act”). Such certificatidlhnot be
deemed to be incorporated by reference into amgfilnder the Securities Act of 1933, as amendethe
Exchange Act, except to the extent that the Compaegifically incorporates it by referen:



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 of BioCrystapimaceuticals, Inc. (the “Company”) on Form 10-Ktfee
period ending December 31, 2010 as filed with teeusities and Exchange Commission on the date héten
“Report”), 1, Stuart Grant, Chief Financial Officef the Company, certify, pursuant to 18 U.S.C380, as adopted
pursuant to 8 906 of the Sarbanes-Oxley Act of 28, to the best of my knowledge:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exgjean
Act of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition
and results of operations of the Company.

/s/ Stuart Grant

Stuart Grant
Chief Financial Officer

March 15, 2011

This certification is furnished with this Report Borm 10-K pursuant to Section 906 of the Sarbadsy Act
of 2002 and shall not, except to the extent reguixgsuch Act, be deemed filed by the Company toppses of
Section 18 of the Securities Exchange Act of 1834amended (the “Exchange Act”). Such certificatidlhnot be
deemed to be incorporated by reference into amgfilnder the Securities Act of 1933, as amendethe
Exchange Act, except to the extent that the Compaegifically incorporates it by referen:



