Table of Contents

Filed Pursuant to Rule 424(b)(3)
Registration No. 333-195896

The information in this preliminary prospectus supplement and the accompanying prospectus, relating to an effective registration statement under the Securities Act of 1933, as

amended, is not complete and may be changed. This preliminary prospectus supplement and the accompanying prospectus are not an offer to sell nor do they seek an offer to buy
these securities in any jurisdiction where the offer or sale is not permitted.

Subject to completion, dated February 9, 2015
Prospectus Supplement to Prospectus dated May 12, 2014.

$75,000,000

1dera

Idera Pharmaceuticals, Inc.

Common Stock

We are offering $75,000,000 of shares of our common stock.

Our common stock is listed on The Nasdaqg Capital Market under the symbol “IDRA.” The last sale price of our common stock on
February 6, 2015, as reported by The Nasdaq Capital Market, was $4.02 per share.

Entities affiliated with two of our directors, Julian C. Baker and Dr. Kelvin M. Neu, have indicated an interest in purchasing up to an
aggregate of $20,000,000 of shares of the common stock offered in this offering at the price offered to the public. Because these indications are
not binding agreements or commitments to purchase, any or all of these entities may elect not to purchase any shares in this offering, or the
underwriters may elect not to sell any shares in this offering to any or all of these entities.

Investing in our securities involves a high degree of risk. See “Risk Factors,” beginning on page S-12 of this prospectus supplement, as
well as in the documents incorporated or deemed to be incorporated by reference into this prospectus supplement and the accompanying
prospectus, for a discussion of the factors you should carefully consider before deciding to purchase our securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or determined if this prospectus supplement or the accompanying prospectus is truthful or complete. Any representation to
the contrary is a criminal offense.

Per Share Total
Public offering price $ $
Underwriting discount(1) $ $
Proceeds, before expenses, to Idera $ $

(1) See “Underwriting” beginning on page S-52 for additional information regarding underwriting compensation.

We have granted the underwriters a 30-day option to purchase up to an additional $11,250,000 of shares of our common stock at the public
offering price less the underwriting discount.

The underwriters expect to deliver the shares of common stock against payment on or about February , 2015.

Goldman, Sachs & Co. J.P. Morgan

The date of this prospectus supplement , 2015.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is the prospectus supplement, including the documents incorporated or deemed to be
incorporated herein by reference, which describes the specific terms of this offering. The second part, the accompanying prospectus, including the
documents incorporated or deemed to be incorporated therein by reference, provides more general information about us and our securities.
Generally, when we refer to this prospectus, we are referring to both parts of this document combined together with all documents incorporated or
deemed incorporated by reference. Before you invest, you should carefully read this prospectus supplement, the accompanying prospectus, all
information incorporated or deemed to be incorporated by reference herein and therein, as well as the additional information described under
“Where You Can Find More Information” on page S-57 of this prospectus supplement. These documents contain information you should consider
when making your investment decision. This prospectus supplement may add, update or change information contained in the accompanying
prospectus. To the extent there is a conflict between the information contained in this prospectus supplement, on the one hand, and the
information contained in the accompanying prospectus or any document incorporated or deemed to be incorporated by reference therein filed prior
to the date of this prospectus supplement, on the other hand, you should rely on the information in this prospectus supplement. If any statement in
one of these documents is inconsistent with a statement in another document having a later date—for example, a document filed after the date of
this prospectus supplement and deemed to be incorporated by reference in this prospectus supplement and the accompanying prospectus—the
statement in the document having the later date modifies or supersedes the earlier statement.

You should rely only on the information contained in or incorporated or deemed to be incorporated by reference in this prospectus
supplement, the accompanying prospectus and in any free writing prospectuses we may provide to you in connection with this offering. We have
not, and the underwriters have not, authorized any other person to provide you with any information that is different. If anyone provides you with
different or inconsistent information, you should not rely on it. We are offering to sell, and seeking offers to buy, shares of our common stock only
in jurisdictions where offers and sales are permitted. The distribution of this prospectus supplement and the offering of the common stock in
certain jurisdictions may be restricted by law. Persons outside the United States who come into possession of this prospectus supplement must
inform themselves about, and observe any restrictions relating to, the offering of the common stock and the distribution of this prospectus
supplement outside the United States. This prospectus supplement does not constitute, and may not be used in connection with, an offer to sell,
or a solicitation of an offer to buy, any securities offered by this prospectus supplement by any person in any jurisdiction in which it is unlawful for
such person to make such an offer or solicitation.

We further note that the representations, warranties and covenants made by us in any agreement that is filed as an exhibit to any filing that
is incorporated or deemed to be incorporated by reference into this prospectus supplement or the accompanying prospectus were made solely for
the benefit of the parties to such agreement, including, in some cases, for the purpose of allocating risk among the parties to such agreements,
and should not be deemed to be a representation, warranty or covenant to you. Moreover, such representations, warranties or covenants were
accurate only as of the date when made. Accordingly, such representations, warranties and covenants should not be relied on as accurately
representing the current state of our affairs.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights selected information about us, this offering and information appearing elsewhere in this prospectus
supplement, in the accompanying prospectus and in the documents we incorporate by reference. This summary is not complete and does not
contain all the information you should consider before investing in our common stock pursuant to this prospectus supplement and the
accompanying prospectus. Before making an investment decision, to fully understand this offering and its consequences to you, you should
carefully read this entire prospectus supplement and the accompanying prospectus, including “Risk Factors” beginning on page S-12 of this
prospectus supplement and the financial statements and related notes and the other information that we incorporated by reference herein,
including our Annual Report on Form 10-K and Quarterly Reports on Form 10-Q, that we file from time to time.

Idera Pharmaceuticals, Inc.

Overview

We are a clinical-stage biopharmaceutical company focused on the discovery, development and commercialization of novel
therapeutics for oncology and rare diseases. We use two distinct proprietary drug discovery technology platforms to design and develop drug
candidates. We developed these platforms based on our scientific expertise and pioneering work with synthetic oligonucleotides as
therapeutic agents. Using our Toll-like receptor, or TLR, targeting technology, we design synthetic oligonucleotide-based drug candidates to
act by modulating the activity of specific TLRs. In addition, using our gene silencing oligonucleotide, or GSO, technology, we are developing
GSOs to turn off the messenger RNA, or mRNA, associated with disease causing genes. We consider our GSO technology to be a third
generation antisense technology that can potentially reduce the immunotoxicity and increase the potency of gene silencing oligonucleotides.

Our business strategy focuses on the development of drug candidates for oncology and rare diseases, as we believe we can develop
and commercialize targeted therapies on our own in disease indications characterized by small, well-defined patient populations with serious
unmet medical needs. To the extent we seek to develop drug candidates for broader disease indications, we plan to execute early-stage
development through proof-of-concept clinical trials and explore potential collaborative alliances to support late-stage development and
commercialization.

RESEARCH AND DEVELOPMENT PROGRAMS

Drug Candidate(s) Indication / Application Development Status

Programs for the Modulation of Specific Toll-like Receptors

Oncology
B-cell Lymphomas with MYD88 L265P oncogenic
mutation
IMO-8400 Waldenstrom’s Macroglobulinemia Phase 1/2 clinical trial—
Anticipated completion and
data in the fourth quarter of
2015
IMO-8400 Diffuse Large B-Cell Lymphoma Phase 1/2 clinical trial—

Currently screening patients
for enroliment
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Drug Candidate(s) Indication / Application Development Status
Immuno-oncology
IMO-2055/IMO-2125 Intratumoral—Combination with Checkpoint Two Phase 1/2 Clinical
Inhibitors Trials—Planned initiation in

the second half of 2015
Rare Diseases

IMO-8400 Dermatomyositis Phase 2 Clinical Trial—
Planned initiation by the end
of 2015
IMO-8400 Duchenne Muscular Dystrophy Phase 1/2 Clinical Trial—
Planned initiation in early
2016
Autoimmune Diseases
IMO-9200 Selected Autoimmune Disease Preclinical studies and Phase
1 trial in healthy subjects
ongoing
Gene Silencing Oligonucleotides
Discovery Candidates Inhibition of Gene Expression by Targeting Research
RNA

TLR Modulation Technology Platform

TLRs play a central role in the innate immune system by regulating signaling cascades that stimulate inflammation. As a result, we
believe TLRs are potential therapeutic targets for the treatment of a broad range of diseases. Using our chemistry-based platform, we have
designed TLR antagonists and agonists to act by modulating the activity of targeted TLRs. A TLR antagonist is a compound that inhibits an
immune response by downregulating the targeted TLR. A TLR agonist is a compound that stimulates an immune response through the
targeted TLR.

Our TLR antagonist lead drug candidates are IMO-8400 and IMO-9200, which are both antagonists of TLR7, TLR8 and TLR9. We also
have created compounds that are agonists of TLR3, TLR7, TLR8 and TLR9. Our TLR agonist lead drug candidates are IMO-2055 and IMO-
2125, which are both agonists of TLRO.

Our lead drug candidate is IMO-8400, a novel synthetic oligonucleotide antagonist of TLR7, TLR8, and TLR9. Currently, we are
developing IMO-8400 for the treatment of certain genetically defined forms of B-cell lymphoma and for the treatment of rare diseases. We also
are conducting a Phase 1 clinical trial of IMO-9200 in healthy subjects, as well as additional preclinical studies of IMO-9200 for a selected
autoimmune disease. In addition, we are planning to advance at least one of our TLR9 agonists, IMO-2055 or IMO-2125, into clinical
development for intratumoral injection in combination with checkpoint inhibitors for selected oncology targets.

IMO-8400 Development Program in Genetically Defined Forms of B-cell Lymphoma

We are developing IMO-8400 for the treatment of certain B-cell lymphomas in which the MYD88 L265P oncogenic mutation is present.
Oncogenic mutations are changes in the DNA of tumor cells that promote the survival and proliferation of tumor cells. MYD88 is an adaptor
protein in the TLR signaling pathway that mediates TLR signaling. The MYD88 L265P oncogenic mutation has been reported to lead to
increased TLR signaling and malignant proliferation in certain B-cell lymphomas, including
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Waldenstréom’s macroglobulinemia, diffuse large B-cell lymphoma, or DLBCL, and other forms of B-cell malignancies, including Burkitt's
lymphoma, cutaneous diffuse large B-cell lymphoma (leg type), chronic lymphocytic leukemia, gastric mucosa-associated lymphoid tissue
lymphoma, marginal zone lymphoma, and splenic marginal zone lymphoma.

We believe, based on independent research and our own preclinical research, that the inhibition of specific TLRs may be a useful
approach in the treatment of certain B-cell lymphomas in which the MYD88 L265P oncogenic mutation is present. In independent research
reported by investigators from the National Cancer Institute at the American Association for Cancer Research Annual Meeting in 2013, it was
shown that the MYD88 L265P oncogenic mutation over-activated TLR7 and TLR9-mediated signaling and that inhibition of TLR7 and TLR9
promoted tumor cell death in preclinical models.

In addition, in preclinical studies of IMO-8400 that we presented in April 2014 at the American Association for Cancer Research Annual
Meeting, and in August 2014 at both the 18th International Workshop on Waldenstrom’s Macroglobulinemia and at the American Society of
Hematology Meeting on Lymphoma Biology, IMO-8400 induced cell death in human Waldenstrém’s macroglobulinemia tumor cells and in
DLBCL tumor cells harboring the MYD88 L265P oncogenic mutation. These results were observed in preclinical studies evaluating IMO-8400
as a monotherapy and in combination with rituximab. Consistent with its proposed mechanism of action, IMO-8400 treatment in these studies
inhibited cell signaling pathways that promote tumor cell survival and proliferation including those referred to scientifically as IRAK1/4, NF-
KB, STAT3, p38, and BTK. Further, in these studies, IMO-8400 suppressed tumor cell production of cytokines, such as interleukin-10, or IL-
10, that create a favorable microenvironment for tumor cell survival and proliferation. In addition, in preclinical studies in xenograft models,
IMO-8400 decreased tumor burden in mice, even where treatment was initiated after tumors had become well established. In these same
studies, tumor cells that did not harbor the MYD88 L265P oncogenic mutation were not affected by IMO-8400 treatment, demonstrating the
specificity of the treatment effect in these cells.

Based on independent research, we believe that approximately 90% of patients with Waldenstrdm’s macroglobulinemia and
approximately 10% of patients with DLBCL have the MYD88 L265P oncogenic mutation. We believe that this prevalence data, together with
preclinical data generated by us with IMO-8400, supports our plans to develop IMO-8400 in Waldenstrom’s macroglobulinemia and in DLBCL.

In December 2014, we announced that the FDA had granted orphan drug designation for IMO-8400 for the treatment of Waldenstrom'’s
macroglobulinemia. Orphan drug designation is granted by the FDA Office of Orphan Products Development to drugs intended to treat a rare
disease or condition that affects fewer than 200,000 people in the United States. This designation provides certain incentives, including
eligibility for federal grants, research and development tax credits, a waiver of PDUFA filing fees and a seven-year marketing exclusivity
period, once the product is approved and as long as orphan drug designation is maintained.

Prior to commencing our ongoing clinical trials of IMO-8400, we conducted a Phase 1 clinical trial of IMO-8400 in healthy subjects and
a Phase 2 clinical trial of IMO-8400 in patients with moderate to severe psoriasis. To date, we have administered more than 550 doses of
IMO-8400 to more than 85 healthy subjects and patients.

Phase 1/2 Clinical Trial of IMO-8400 in Waldenstrém’s Macroglobulinemia. In 2014, we initiated patient treatment in our ongoing
open-label, dose-escalation Phase 1/2 clinical trial of IMO-8400 in patients with Waldenstrom’s macroglobulinemia who have relapsed or were
refractory to prior therapy.
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Objectives of the trial include evaluation of safety and tolerability of escalating IMO-8400 dose levels and assessment of IMO-8400 clinical
activity using disease-specific international guidelines for classifying clinical response. In this trial, we are evaluating doses of 0.6, 1.2 and 2.4
mg/kg per week administered as subcutaneous injections for 24 weeks. For the 2.4 mg/kg dose level, we are administering IMO-8400 in two
doses of 1.2 mg/kg per week. We expect to enroll up to approximately 30 patients in this trial.

As of January 31, 2015, we had enrolled patients at each of the three dose levels. In each case, we advanced dosing to the higher
dose level upon the recommendation of an independent committee following its review of safety data from the trial. We plan to complete this
trial and have the full data available during the fourth quarter of 2015.

Phase 1/2 Trial of IMO-8400 in Diffuse Large B-cell Lymphoma. We are also conducting an open-label, dose-escalation Phase 1/2
clinical trial of IMO-8400 in patients with DLBCL who have relapsed or were refractory to prior therapy. With the concurrence of the FDA
Center for Devices and Radiological Health, or CDRH, we plan to enroll in this trial only patients who are positive for the presence of the
MYD88 L265P oncogenic mutation. Objectives of the trial include evaluation of safety and tolerability of escalating IMO-8400 dose levels and
assessment of IMO-8400 clinical activity using disease-specific international guidelines for classifying clinical response. In this trial, we plan
to evaluate escalating doses of 0.6, 1.2 and 2.4 mg/kg per week, administered as subcutaneous injections for 24 weeks. For each dose level,
we are administering IMO-8400 subcutaneously in equally divided doses given twice per week. We expect to enroll up to approximately 30
patients in this trial. As of January 31, 2015, we had activated multiple clinical sites and initiated screening of potential study participants for
the MYD88 L265P oncogenic mutation. We plan to complete this trial and have the full data available during 2016.

We believe that Waldenstrom’s macroglobulinemia and DLBCL in patients with the MYD88 L265P oncogenic mutation are rare
diseases with serious unmet medical needs, based on prevalence of the indications and our understanding of the current treatment paradigms.
If we observe sufficient tolerability and a therapeutic effect in either or both of our Phase 1/2 clinical trials, we plan to meet with regulatory
authorities to discuss the possibility of an accelerated clinical development and regulatory path for the applicable program. We cannot predict
whether or when any of our drug candidates will prove effective or safe in humans, if we will be able to participate in FDA expedited review and
approval programs, including breakthrough and fast track designation, or if they will receive regulatory approval.

Companion Diagnostic for MYD88 L265P. In May 2014, we entered into a collaboration with Abbott Molecular, Inc., or Abbott
Molecular, for the development of a companion diagnostic that can be used to identify patients with the MYD88 L265P oncogenic mutation.
Under the agreement, Abbott Molecular is primarily responsible for developing and obtaining regulatory approvals for the companion diagnostic
test in accordance with an agreed development plan and regulatory plan and for making the companion diagnostic test commercially available
in accordance with an agreed commercialization plan.

In November 2014, Abbott Molecular completed initial development of the prototype companion diagnostic for the MYD88 L265P
oncogenic mutation. We have incorporated the prototype companion diagnostic into our ongoing Phase 1/2 clinical trial of IMO-8400 in
patients with DLBCL.

Application of TLR Agonists in Inmuno-Oncology

Our pipeline of drug candidates includes IMO-2055 and IMO-2125, two TLR9 agonists that may have potential applications as immune
therapies for the treatment of cancer. Recent advancements in cancer immunotherapy have included the approval and late-stage development
of multiple checkpoint inhibitors, which are therapies that target mechanisms by which tumor cells evade detection by the
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immune system. Because TLR9 agonists stimulate the immune system, we believe that there is a scientific rationale to evaluate the
combination of our TRL9 agonists with checkpoint inhibitors. In independent research in preclinical cancer models, intratumoral injection of
TLR9 agonists has potentiated the anti-tumor activity of checkpoint inhibitors. We believe that intratumoral injection of our TLR9 agonists
activates a local immune response at the tumor which complements the systemic effect of the checkpoint inhibitors. We believe that, these
data support evaluation of combination regimens including a TLR9 agonist and a checkpoint inhibitor for the treatment of cancer.

We and our collaborators have previously conducted clinical trials of IMO-2055 and IMO-2125. In these clinical trials, IMO-2055 was
evaluated as a monotherapy and in combination with other oncology therapeutics in more than 300 patients with various types of cancers, and
IMO-2125 was evaluated in more than 95 patients with hepatitis C. To support future potential development in cancer, we have conducted
preclinical studies in which our TLR9 agonists have demonstrated anti-tumor activity in combination with the checkpoint inhibitor ipilimumab,
an anti-CTLA4 antibody marketed as Yervoy® by Bristol-Myers Squibb Company. In December 2014, we presented data at the American
Association for Cancer Research (AACR) Tumor Immunology and Immunotherapy Meeting from a preclinical study in which IMO-2055
delivered intratumorally in combination with ipilimumab demonstrated potent and systemic anti-tumor activity in multiple preclinical cancer
models, including increased and sustained inhibition of treated and distant tumor growth in preclinical models of lung, colon and bladder
cancer compared to treatment with either agent alone. We are conducting preclinical studies to characterize potential combination regiments
with various checkpoint inhibitors. We intend to initiate clinical development of either IMO-2055 or IMO-2125 in combination with these
checkpoint inhibitors by submitting an IND for, and initiating, two Phase 1/2 clinical trials in the second half of 2015.

Program in Rare Diseases

We are planning to initiate clinical development of IMO-8400 for the treatment of rare diseases. We have selected dermatomyositis and
Duchenne muscular dystrophy, or DMD as the first non-cancer rare diseases for which we plan to develop IMO-8400. We selected these
indications for development based on the reported increase in TLR expression in these disease states, expression of cytokines indicative of
key TLR-mediated pathways, the identification of prospective biomarkers for evaluation in early clinical trials and with respect to
dermatomyositis, the presence of auto-antibodies that can induce TLR-mediated immune responses. We anticipate commencing clinical
development in these two indications by initiating a Phase 2 clinical trial in dermatomyositis by the end of 2015 and a Phase 1/2 clinical trial in
DMD in early 2016.

In determining whether to proceed in these two rare diseases, we considered that multiple independent research studies across a broad
range of autoimmune diseases, including both dermatomyositis and psoriasis, have demonstrated that the over-activation of TLRs plays a
critical role in disease maintenance and progression. In autoimmune diseases, endogenous nucleic acids released from damaged or dying
cells initiate signaling cascades through TLRs, leading to the induction of multiple pro-inflammatory cytokines. This inflammation causes
further damage to the body’s own tissues and organs and the release of more self-nucleic acids, creating a self-sustaining autoinflammatory
cycle that contributes to chronic inflammation in the affected tissue, promoting disease progression. Research studies have shown a similar
pathological amplification cycle in DMD, where endogenous nucleic acids are released from leaky dystrophin-deficient skeletal muscle cells.
We believe that TLR antagonism has the potential to improve patient outcomes by disrupting these disease processes.

We believe that we demonstrated proof of concept for our approach of using TLRs to inhibit the over-activation of specific TLRs for the
treatment of psoriasis and potentially other autoimmune
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diseases in a randomized, double-blind, placebo-controlled Phase 2 clinical trial of IMO-8400 that we conducted in patients with moderate to
severe plaque psoriasis, a well-characterized autoimmune disease. In this study, we evaluated IMO-8400 at four subcutaneous dose levels of
0.075, 0.15, 0.3, and 0.6 mg/kg, versus placebo, administered once weekly for 12 weeks in 44 patients. The trial met its primary objective as
IMO-8400 was well tolerated at all dose levels with no treatment-related discontinuations, treatment-related serious adverse events or dose
reductions. The trial also met its secondary objective of demonstrating clinical activity in psoriasis patients, as assessed by the Psoriasis
Area Severity Index. We plan to present additional results from this Phase 2 clinical trial at a future medical congress. With our focus on rare
diseases, like dermatomyositis and DMD, we do not currently plan to conduct further clinical development of IMO-8400 for the treatment of
psoriasis.

IMO-8400 Development Program for Dermatomyositis. Myositis is a group of rare chronic inflammatory muscle disorders that cause
muscle destruction, and includes dermatomyositis. Major symptoms of dermatomyositis include muscle tissue loss, muscle weakness, joint
pain and difficulty swallowing, with skin involvement resulting in rash and/or calcinosis. Potential complications of dermatomyositis include
severe disability, interstitial lung disease and cancer. In this form of myositis, over-activated TLRs stimulate a pro-inflammatory response
leading to further damage of muscle, skin and other tissue. Current treatments, including corticosteroids and immunosuppressive agents,
often provide limited benefit or have unfavorable safety profiles, and there is a significant unmet medical need for new therapies to treat
dermatomyositis.

In August 2014, we initiated a collaboration with The Myositis Association, or TMA, a leading U.S. patient advocacy organization
focused on myositis, to advance the clinical development of IMO-8400 for the treatment of myositis. Under the collaboration, we and TMA
agreed to develop educational programs for patients and healthcare providers on TLR antagonism and opportunities to participate in clinical
research. In addition, we formed an advisory committee of leading independent experts in the treatment of myositis to advise us on the
development of IMO-8400 in myositis. Based on these ongoing efforts, we have focused our development strategy on dermatomyositis, a
form of the disease in which there is muscle and skin involvement. We are finalizing our clinical trial plan for a Phase 2 clinical trial of IMO-
8400 in dermatomyositis and anticipate initiating this trial by the end of 2015. If this clinical trial is successful, we may evaluate the potential
of IMO-8400 to treat additional forms of myositis.

IMO-8400 Development Program for Duchenne Muscular Dystrophy. DMD is an X-linked genetic disorder characterized by
progressive muscle weakness leading to severe disability, pulmonary and cardiac dysfunction and death in affected males, typically before
age 30. Patients with DMD lack dystrophin, a critical muscle protein, resulting in excessive muscle damage following normal exercise.
Damaged muscle cells release endogenous nucleic acids that stimulate TLRs, thereby activating a pro-inflammatory response that propagates
a cycle of further muscle cell damage and destruction. In a research article published in Human Molecular Genetics in January 2014, we and
scientists from Children’s National Medical Center, Washington, DC, reported that, in preclinical studies, over-expression of TLR7 exacerbated
inflammation and caused muscle degeneration in an mdx mouse model of DMD. In addition, in studies with the mdx mouse model of DMD, an
antagonist of TLR7 and TLR9 significantly reduced muscle inflammation and increased muscle force, providing support for TLR antagonism as
a potential treatment approach for DMD.

Current pharmacologic treatment of DMD is generally limited to corticosteroids, which have been shown to have side effects in children
including behavioral changes, short stature from slow growth rate, weight gain, facial puffiness known as Cushingoid appearance, and
cataracts. The most advanced investigational therapies in development are designed to correct for certain genetic
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mutations, representing small percentages of the total affected DMD population, enabling production of new dystrophin protein. We believe
TLR antagonism is a potential non-steroid-based anti-inflammatory treatment approach for all DMD patients regardless of their genetic
mutation.

We are conducting additional preclinical studies of TLR antagonist drug candidates in DMD models and are working in collaboration
with Parent Project Muscular Dystrophy, or PPMD, a leading U.S. patient advocacy organization, on the design of a clinical development
program for IMO-8400 in DMD. We anticipate initiating a Phase 1/2 clinical trial of IMO-8400 in DMD in early 2016.

Program in Auto-lImmune Diseases

IMO-9200 for Autoimmune Disease. We have developed a second novel synthetic oligonucleotide antagonist of TLR7, TLRS8, and
TLR9, IMO-9200, as a drug candidate in clinical development for potential use in selected autoimmune disease indications. In October 2014,
we initiated subcutaneous dosing in a Phase 1 clinical trial of IMO-9200 in healthy subjects. We have also initiated additional preclinical
studies of IMO-9200 for a selected autoimmune disease.

Gene Silencing Oligonucleotide Technology to Target RNA

We are developing our GSOs to turn off the mRNA associated with disease causing genes. We have designed our GSOs to
specifically address challenges associated with earlier generation antisense and RNA interference, or RNAI, technologies. Although currently
used technologies to silence RNA have demonstrated the ability to inhibit the expression of disease-associated proteins, we believe that to
reach their full therapeutic potential, gene silencing technologies need to achieve an improved therapeutic index with efficient systemic
delivery without using a delivery technology, reduced immunotoxicity and increased potency. We have designed our GSOs to provide these
attributes. For example, in preclinical studies, our GSOs have exerted gene-silencing activity in animals following systemic administration.
Preclinical data also have shown that systemic delivery of GSOs targeted to the mRNA of apolipoprotein B and proprotein convertase
subtilisin/kexin type 9 (PCSK9), which are proteins associated with cardiovascular diseases, resulted in reduced serum total cholesterol and
low-density-lipoprotein cholesterol, in addition to reduced levels of the targeted mRNA and associated proteins. Additionally, in mouse models,
systemic administration of GSOs showed significant specific gene-silencing activity with minimized induction of immune responses.

We are currently undertaking an analysis of oncology and rare disease indications for development of drug candidates from our GSO
technology. Our key considerations in identifying disease indications in our GSO program include: strong evidence that the disease is caused
by a specific protein; clear criteria to identify a target patient population; biomarkers for early assessment of clinical proof-of-concept; a
targeted therapeutic mechanism for action; and unmet medical need to allow for a rapid development path to approval. We are planning to
conduct disease model studies and begin IND-enabling development programs in each of the first two disease indications selected for further
development in our GSO program in the second half of 2015.

Cash Position and Funding Requirements

We had cash and cash equivalents of approximately $58.3 million as of September 30, 2014. We estimate that we had cash, cash
equivalents and investments of approximately $48.6 million as of December 31, 2014. Our estimate of our cash, cash equivalents and
investments as of December 31, 2014 is an estimate prepared by management in good faith based upon internal reporting and expectations
as of and for the three months ended December 31, 2014. This estimate is preliminary, and unaudited, and may be revised as a result of
management’s further review of our results. We
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and our auditors have not completed the normal annual audit procedures as of and for the year ended December 31, 2014, and there can be
no assurance that our final results for this annual period will not differ from this estimate.

We believe that the net proceeds of this offering, together with our existing cash, cash equivalents and investments, will enable us to
fund our operations into the first quarter of 2017. Specifically, we believe that our available funds following this offering will be sufficient to
enable us to:

» complete our ongoing Phase 1/2 clinical trial of IMO-8400 in patients with Waldenstrom’s macroglobulinemia and our ongoing Phase
1/2 clinical trial of IMO-8400 in patients with DLBCL harboring the MYD88 L265P oncogenic mutation;

* initiate two Phase 1/2 clinical trials involving either IMO-2055 or IMO-2125 in combination with a checkpoint inhibitor for selected
oncology targets and complete at least one of these trials;

« initiate a Phase 2 clinical trial of IMO-8400 in patients with dermatomyositis and a Phase 1/2 clinical trial of IMO-8400 in patients
with DMD;

« complete our ongoing Phase 1 clinical trial of IMO-9200 in healthy subjects; and

» conduct disease model studies and begin IND-enabling development programs in each of the first two disease indications selected
for further development in our GSO program.

We expect that we will need to raise additional funds in order to conduct any other clinical development of our TLR drug candidates or
to conduct any other development of our GSO technology.

Corporate Information

Our offices are located at 167 Sidney Street, Cambridge, Massachusetts 02139 and 760 Constitution Drive, Suite 14, Exton,
Pennsylvania 19341, our telephone number is (617) 679-5500 and our Internet address is www.iderapharma.com. The information on our
Internet website is not incorporated by reference in this prospectus and should not be considered to be part of this prospectus. Our website
address is included in this prospectus as an inactive technical reference only. Unless the context otherwise requires, references in this

» »

prospectus to “ldera Pharmaceuticals,” “we,” “us,” and “our” refer to Idera Pharmaceuticals, Inc.

Idera® and IMO® are our trademarks. All other trademarks and service marks appearing in this prospectus are the property of their
respective owners.
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THE OFFERING

Common stock offered by us $75,000,000 of shares.

Common stock to be outstanding after this offering 104,458,485 shares, which is based on an aggregate offering of
$75,000,000 of our common stock at an assumed public offering
price of $4.02 per share (the last reported sale price of our common
stock on The Nasdaq Capital Market on February 6, 2015).

Underwriters’ Option The underwriters have a 30-day option to purchase up to an
additional $11,250,000 of shares of our common stock from us.

Use of proceeds We estimate that the net proceeds to us from this offering, after
deducting the estimated underwriting discounts and commissions
and estimated offering expenses payable by us, will be
approximately $70,080,000, or approximately $80,655,000 if the
underwriters exercise their option to purchase additional shares from
us in full. We plan to use the net proceeds from this offering,
together with our existing cash, cash equivalents and investments,
to advance the clinical development of our TLR antagonists in our
genetically defined B-cell lymphoma program and our rare disease
program, the development of our TLR agonists in our immuno-
oncology program, and the development of our GSOs under our
GSO program; and for working capital and other general corporate
purposes. Please see “Use of Proceeds” on page S-42.

Risk factors See “Risk Factors” beginning on page S-12 of this prospectus
supplement, as well as the other information included in or
incorporated by reference in this prospectus supplement and the
accompanying prospectus, for a discussion of risks you should
carefully consider before investing in our securities.

Nasdaq Capital Market listing IDRA

The number of shares of our common stock to be outstanding after this offering set forth above is based on 94,829,040 shares of our
common stock outstanding as of December 31, 2014.

Unless otherwise indicated, all information in this prospectus, including the number of shares of our common stock to be outstanding
after this offering set forth above, excludes the following:

* 16,950,988 shares of common stock issuable upon exercise of stock options outstanding as of December 31, 2014, at a weighted-
average exercise price of $3.56 per share;
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* 2,804,945 shares of common stock reserved as of December 31, 2014 for future issuance under our equity incentive plans;

* 1,926 shares of common stock reserved as of December 31, 2014 for issuance upon any conversion of our outstanding Series A
convertible preferred stock, or Series A preferred stock;

» 35,536,417 shares of common stock issuable upon exercise of warrants outstanding as of December 31, 2014, at a weighted
average exercise price of $0.63 per share; and

* 22,151,052 shares of common stock issuable upon exercise of pre-funded warrants outstanding as of December 31, 2014, at an
exercise price of $0.01 per share.

In addition, this prospectus reflects and assumes no exercise of outstanding options or warrants since December 31, 2014. Unless we
specifically state otherwise, all information in this prospectus supplement assumes that the underwriters do not exercise the option to
purchase up to $11,250,000 of additional shares of our common stock.

Entities affiliated with two of our directors, Julian C. Baker and Dr. Kelvin M. Neu, have indicated an interest in purchasing up to an
aggregate of $20,000,000 of shares of the common stock offered in this offering at the price offered to the public. Because these indications
are not binding agreements or commitments to purchase, any or all of these entities may elect not to purchase any shares in this offering, or
the underwriters may elect not to sell any shares in this offering to any or all of these entities.

S-11



Table of Contents
RISK FACTORS

Investing in our securities involves a high degree of risk. You should carefully consider the risks described below, together with all of the
other information included or incorporated by reference in this prospectus supplement, the accompanying prospectus and the documents we
incorporate by reference, before making an investment decision. Our business, financial condition and results of operations could be materially and
adversely affected by any of these risks or uncertainties. In that case, the market price of our common stock could decline, and you may lose all
or part of your investment in our securities.

Risks Relating to Our Financial Results and Need for Financing

We will need additional financing, which may be difficult to obtain. Our failure to obtain necessary financing or doing so on unattractive
terms could result in the termination of our operations and the sale and license of our assets or otherwise adversely affect our research
and development programs and other operations.

We had cash and cash equivalents of approximately $58.3 million as of September 30, 2014. We estimate that we had cash, cash
equivalents and investments of approximately $48.6 million as of December 31, 2014. Our estimate of our cash, cash equivalents and
investments as of December 31, 2014 is an estimate prepared by management in good faith based upon internal reporting and expectations as of
and for the three months ended December 31, 2014. This estimate is preliminary, unaudited and may be revised as a result of management’s
further review of our results. We and our auditors have not completed the normal annual audit procedures as of and for the year ended
December 31, 2014, and there can be no assurance that our final results for this annual period will not differ from this estimate.

We believe that the net proceeds of this offering, together with our existing cash, cash equivalents and investments, will enable us to fund
our operations into the first quarter of 2017. Specifically, we believe that our available funds following this offering will be sufficient to enable us to:

» complete our ongoing Phase 1/2 clinical trial of IMO-8400 in patients with Waldenstrém’s macroglobulinemia and our ongoing Phase 1/2
clinical trial of IMO-8400 in patients with DLBCL harboring the MYD88 L265P oncogenic mutation;

+ initiate two Phase 1/2 clinical trials involving either IMO-2055 or IMO-2125 in combination with a checkpoint inhibitor for selected
oncology targets and complete at least one of these trials;

+ initiate a Phase 2 clinical trial of IMO-8400 in patients with dermatomyositis and a Phase 1/2 clinical trial of IMO-8400 in patients with
DMD;

+ complete our ongoing Phase 1 clinical trial of IMO-9200 in healthy subjects; and

+ conduct disease model studies and begin IND-enabling development programs in each of the first two disease indications selected for
further development in our GSO program.

We expect that we will require substantial additional funds beyond the proceeds of this offering to conduct any additional research and
development of our TLR drug candidates or GSO technology, including preclinical testing and clinical trials of our drug candidates, and to fund our
operations. We are seeking and expect to continue to seek additional funding through collaborations, the sale or license of assets or financings of
equity or debt securities. We believe that the key factors that will affect our ability to obtain funding are:

+ the results of our clinical and preclinical development activities in our genetically defined forms of B-cell lymphoma and rare disease
programs, our immuno-oncology program, and our GSO program and our ability to advance our drug candidates and GSO technology on
the timelines anticipated;
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+ the cost, timing, and outcome of regulatory reviews;

» competitive and potentially competitive products and technologies and investors’ receptivity to our drug candidates and the technology
underlying them in light of competitive products and technologies;

+ the receptivity of the capital markets to financings by biotechnology companies generally and companies with drug candidates and
technologies such as ours specifically; and

+ our ability to enter into additional collaborations with biotechnology and pharmaceutical companies and the success of such
collaborations.

In addition, increases in expenses or delays in clinical development may adversely impact our cash position and require additional funds or
further cost reductions.

Additional financing may not be available to us when we need it or may not be available to us on favorable or acceptable terms or at all. We
could be required to seek funds through collaborative alliances or through other means that may require us to relinquish rights to some of our
technologies, drug candidates or drugs that we would otherwise pursue on our own. In addition, if we raise additional funds by issuing equity
securities, our then existing stockholders will experience dilution. The terms of any financing may adversely affect the holdings or the rights of
existing stockholders. An equity financing that involves existing stockholders may cause a concentration of ownership. Debt financing, if available,
may involve agreements that include covenants limiting or restricting our ability to take specific actions, such as incurring additional debt, making
capital expenditures or declaring dividends, and are likely to include rights that are senior to the holders of our common stock. Any additional debt
financing or equity that we raise may contain terms, such as liquidation and other preferences, or liens or other restrictions on our assets, which
are not favorable to us or our stockholders.

If we are unable to obtain adequate funding on a timely basis or at all, we will be required to terminate, modify or delay preclinical or clinical
trials of one or more of our drug candidates, significantly curtail or terminate discovery or development programs for new drug candidates or
relinquish rights to portions of our technology, drug candidates and/or products.

We have incurred substantial losses and expect to continue to incur losses. We will not be successful unless we reverse this trend.

We have incurred losses in every year since our inception, except for 2002, 2008, and 2009 when our recognition of revenues under license
and collaboration agreements resulted in our reporting net income for those years. As of September 30, 2014, we had an accumulated deficit of
$439.6 million. Since January 1, 2001, we have primarily been involved in the development of our TLR pipeline. From January 1, 2001 to
September 30, 2014, we incurred losses of $179.4 million. We incurred losses of $260.2 million prior to December 31, 2000, during which time we
were primarily involved in the development of non-TLR-targeted antisense technology. These losses, among other things, have had and will
continue to have an adverse effect on our stockholders’ equity, total assets, and working capital.

We have never had any products of our own available for commercial sale and have received no revenues from the sale of drugs. As of
September 30, 2014, almost all of our revenues have been from collaborative and license agreements. We have devoted substantially all of our
efforts to research and development, including clinical trials, and have not completed development of any drug candidates. Because of the
numerous risks and uncertainties associated with developing drugs, we are unable to predict the extent of any future losses, whether or when any
of our drug candidates will become commercially available, or when we will become profitable, if at all. We expect to incur substantial operating
losses in future periods.
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Risks Relating to Our Business, Strategy and Industry

We are depending heavily on the development of TLR-targeted drug candidates for the treatment of certain genetically defined forms of
B-cell lymphoma and rare diseases and in our immuno-oncology program and on the development of our GSO technology. If we
terminate the development of any of our programs or any of our drug candidates in such programs, are unable to successfully develop
and commercialize any of our drug candidates, or experience significant delays in doing so, our business may be materially harmed.

We have invested a significant portion of our time and financial resources in the development of TLR-targeted clinical stage lead drug
candidates as part of our rare disease program. In the future, we intend to invest a significant portion of our time and financial resources in the
development of our TLR-targeted candidates for the treatment of certain genetically defined forms of B-cell lymphoma and rare diseases and in our
immuno-oncology program. We also plan to invest substantial time and resources to further advance the development of our GSOs under our GSO
program. For instance:

+ we initiated a Phase 1/2 clinical trial of IMO-8400 in patients with Waldenstrém’s macroglobulinemia and a Phase 1/2 clinical trial of
IMO-8400 in patients with DLBCL harboring the MYD88 L265P oncogenic mutation;

» we are planning to conduct two Phase 1/2 clinical trials involving either IMO-2055 or IMO-2125 in combination with a checkpoint inhibitor
for selected oncology targets;

+ we are planning to conduct a Phase 2 clinical trial of IMO-8400 in patients with dermatomyositis and a Phase 1/2 clinical trial of IMO-
8400 in patients with DMD;

» we initiated a Phase 1 clinical trial of IMO-9200 in healthy subjects; and

» we are planning to conduct disease model studies and begin IND-enabling development programs in each of the first two disease
indications selected for further development in our GSO program.

We anticipate that our ability to generate product revenues will depend heavily on the successful development and commercialization of our
TLR drug candidates in our genetically defined forms of B-cell lymphoma, rare disease and immuno-oncology programs, and the successful
identification, development and commercialization of drug candidates in our GSO program.

Our ability to generate product revenues under our collaboration with Merck Sharp & Dohme Corp. (formerly Merck & Co., Inc.), or Merck &
Co., and under any other collaboration that we enter into with respect to our other programs, will depend on the development and commercialization
of the drug candidates being developed.

Our efforts, and the efforts of Merck & Co., to develop and commercialize these compounds are at an early stage and are subject to many
challenges. We have experienced setbacks with respect to our programs for IMO-3100, a TLR7 and TLR9 antagonist, IMO-2125, and IMO-2055,
including:

* In July 2011, the FDA placed a clinical hold on the protocol that we had submitted for a phase 2 clinical trial of IMO-3100 that we
planned to conduct in patients with psoriasis in light of some reversible immune responses that were observed in 13-week nonclinical
toxicology studies of IMO 3100 that were inconsistent with observations made in our other nonclinical studies of IMO-3100.

+ In April 2011, we chose to delay initiation of our planned 12-week Phase 2 randomized clinical trial of IMO-2125 plus ribavirin in
treatment-naive, genotype 1 hepatitis C virus, or HCV, patients based on observations of lymphoproliferative malignancies in an ongoing
26-week chronic nonclinical toxicology study of IMO-2125 in rodents. We subsequently completed a 39-week chronic nonclinical
toxicology study of IMO-2125 in non-human primates in which there were no similar observations.

S-14



Table of Contents

In July 2011, Merck KGaA, Darmstadt, Germany, or Merck KGaA, informed us that, based on increased incidence of neutropenia and
electrolyte imbalances reported in its Phase 1 clinical trial of IMO-2055 in combination with cisplatin/5-FU and cetuximab in patients with
first-line squamous cell carcinoma of the head and neck, or SCCHN, and subsequent re-evaluation of its clinical development program,
Merck KGaA had determined that it would not conduct further clinical development of IMO-2055. In May 2012, we announced that in the
Phase 2 clinical trial of IMO-2055 in combination with cetuximab in patients with second-line SCCHN, the combination of IMO-2055 and
cetuximab did not meet the primary endpoint of the trial.

We are conducting multiple clinical trials of IMO-8400 in different indications. If patients in any of these trials experience adverse safety
events, we may be required to delay, discontinue or modify all of our clinical trials of IMO-8400.

We may seek to enter into collaborative alliances with pharmaceutical companies to advance our TLR antagonist candidates in broader
autoimmune disease indications and with respect to applications of our GSO technology program. Our previous setbacks with respect to our
programs for IMO-3100, IMO-2125, and IMO-2055 could negatively impact our ability to license any of such compounds to a third party.

Our ability to successfully develop and commercialize these drug candidates, or other potential candidates, will depend on our ability to
overcome these recent challenges and on several factors, including the following:

the drug candidates demonstrating activity in clinical trials;
the drug candidates demonstrating an acceptable safety profile in nonclinical toxicology studies and during clinical trials;

timely enroliment in clinical trials of IMO-8400 and other drug candidates, which may be slower than anticipated, potentially resulting in
significant delays;

satisfying conditions imposed on us and/or our collaborators by the FDA or equivalent foreign regulatory authorities regarding the scope
or design of clinical trials;

the ability to demonstrate to the satisfaction of the FDA, or equivalent foreign regulatory authorities, the safety and efficacy of the drug
candidates through current and future clinical trials;

timely receipt of necessary marketing approvals from the FDA and equivalent foreign regulatory authorities;

the ability to combine our drug candidates and the drug candidates being developed by Merck & Co. and any other collaborators safely
and successfully with other therapeutic agents;

achieving and maintaining compliance with all regulatory requirements applicable to the products;
establishment of commercial manufacturing arrangements with third-party manufacturers;

the successful commercial launch of the drug candidates, assuming FDA approval is obtained, whether alone or in combination with
other products;

acceptance of the products as safe and effective by patients, the medical community, and third-party payors;
competition from other companies and their therapies;

changes in treatment regimens;
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+ the strength of our intellectual property portfolio in the United States and abroad; and

» a continued acceptable safety and efficacy profile of the drug candidates following marketing approval.

We have recently begun to focus our efforts on the research and development of drug candidates for use in the treatment of certain
genetically defined forms of B-cell lymphoma, and our approach for the treatment of these genetically defined B-cell lymphomas is novel
and may not result in any approved and marketable products.

We are in the early stages of developing our program in genetically defined forms of B-cell lymphoma, an area in which we have little
experience. In connection with this program, we are focusing our efforts on the research and development of TLR antagonist drug candidates for
use in the treatment of certain genetically defined forms of B-cell lymphoma. The scientific evidence to support the feasibility of developing drug
candidates for this use is both preliminary and limited. We have conducted preclinical studies in human lymphoma cell lines that carry the MYD88
L265P oncogenic mutation to evaluate our TLR antagonists as a potential approach to the treatment of certain genetically defined forms of B-cell
lymphoma. Although the preliminary results of our preclinical studies have been promising, it is unknown whether these results are indicative of
results that may be obtained in our clinical trials. Therefore, we do not know if our approach of inhibiting TLRs to treat patients with genetically
defined forms of B-cell lymphoma will be successful or if we will ever succeed in obtaining regulatory approval to market any product for this
purpose. In addition, in the event that our development efforts for such a drug candidate progress towards commercialization, we likely will need to
develop companion diagnostics for such drug candidate. We have no experience in developing companion diagnostics and will be dependent on
the efforts of third-party collaborators to successfully develop and commercialize these companion diagnostics on our behalf. In May 2014, we
entered into an agreement with Abbott Molecular to develop a companion diagnostic for identification of patients with B-cell lymphomas harboring
the MYD88 L265P oncogenic mutation. We cannot assume that the program under this agreement will be successful.

We are in the early stages of developing our GSO program, which is a novel technology, and our efforts may not be successful or result
in any approved and marketable products.

We are in the early stages of developing our GSO technology program, and the scientific evidence to support the feasibility of developing
drugs based on this technology is preliminary. Further, neither we nor any other company has received regulatory approval to market therapeutics
utilizing GSOs.

The future success of our GSO technology program depends on our success in identifying and developing marketable products based on
such technology. Although the results of our preclinical studies to date have been supportive of the viability of this technology, it is unknown
whether these results are indicative of results that may be obtained in any future clinical trials that we may conduct. We are currently undertaking
an analysis of priority oncology and rare disease indications and development strategies to determine next steps in developing our GSO
technology, and are planning to conduct disease model studies and begin IND-enabling development programs in each of the first two disease
indications selected for further development in our GSO program in the second half of 2015. However, many steps must be successfully achieved
prior to the declaration of a GSO-based drug candidate and the initiation of clinical development. Given the level of uncertainty of our ability to
successfully achieve these many steps and the uncertainty of the drug discovery and clinical development processes in general, there can be no
assurance that we will succeed in developing any marketable product as a result of our efforts with respect to our GSO technology program.
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If we experience delays or difficulties in the enrollment of patients in clinical trials, our receipt of necessary regulatory approvals could
be delayed or prevented.

We may not be able to initiate or continue clinical trials for our drug candidates if we are unable to locate and enroll a sufficient number of
eligible patients to participate in these trials as required by the FDA or similar regulatory authorities outside the United States. In particular,
because there are a limited number of patients with Waldenstrém’s macroglobulinemia or patients with DLBCL harboring the MYD88 L265P
oncogenic mutation, and a limited number of patients with dermatomyositis, DMD, or other rare diseases having indications for which we may
determine to develop our TLR antagonists, our ability to enroll eligible patients in any clinical trials for these indications may be limited or may
result in slower enroliment than we anticipate. In addition, the relapsed or refractory DLBCL patients that we are seeking to enroll in our Phase 1/2
clinical trial of IMO-8400, typically have progressed disease with a severe prognosis. As a result, some patients for which we have initiated
screening may not survive to complete screening for the MYD88 L265P oncogenic mutation. If enrolled, the disease in these patients may be too
progressed for them to receive any benefit from treatment or for their treatment to contribute meaningful data to the clinical trial. In addition, some
of our competitors have ongoing clinical trials for drug candidates that treat the same indications as our drug candidates, and patients who would
otherwise be eligible for our clinical trials may instead enroll in clinical trials of our competitors’ drug candidates.

Patient enroliment is affected by other factors including:

+ the severity of the disease under investigation;

+ the eligibility criteria for the study in question;

+ the perceived risks and benefits of the TLR antagonist drug candidates under study;
+ the efforts to facilitate timely enrollment in clinical trials;

+ the availability of competing clinical trials or other therapies;

+ the patient referral practices of physicians;

+ the ability to monitor patients adequately during and after treatment; and

« the proximity and availability of clinical trial sites for prospective patients.

Our inability to enroll a sufficient number of patients for our clinical trials would result in significant delays and could require us to abandon
one or more clinical trials altogether. Enrollment delays in our clinical trials may result in increased development costs for our drug candidates,
which would cause the value of our company to decline and limit our ability to obtain additional financing.

If our clinical trials are unsuccessful, or if they are delayed or terminated, we may not be able to develop and commercialize our drug
candidates.

In order to obtain regulatory approvals for the commercial sale of our drug candidates, we are required to complete extensive clinical trials
in humans to demonstrate the safety and efficacy of our drug candidates. Clinical trials are lengthy, complex, and expensive processes with
uncertain results. We may not be able to complete any clinical trial of a potential product within any specified time period. Moreover, clinical trials
may not show our potential products to be both safe and efficacious. The FDA or other equivalent foreign regulatory agencies may not allow us to
complete these trials or commence and complete any other clinical trials. For example, in July 2011, the FDA placed a clinical hold on a protocol
we had submitted for a proposed Phase 2 clinical trial of IMO-3100 in patients with psoriasis.

The results from preclinical testing of a drug candidate that is under development may not be predictive of results that will be obtained in
human clinical trials. In addition, the results of early human clinical trials may not be predictive of results that will be obtained in larger scale,
advanced stage
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clinical trials. Furthermore, interim results of a clinical trial do not necessarily predict final results, and failure of any of our clinical trials can occur
at any stage of testing. Companies in the biotechnology and pharmaceutical industries, including companies with greater experience in preclinical
testing and clinical trials than we have, have suffered significant setbacks in clinical trials, even after demonstrating promising results in earlier
trials. Moreover, effects seen in nonclinical studies, even if not observed in clinical trials, may result in limitations or restrictions on clinical trials.
Numerous unforeseen events may occur during, or as a result of, preclinical testing, nonclinical testing or the clinical trial process that could delay
or inhibit the ability to receive regulatory approval or to commercialize drug products.

Only one TLR-targeted drug, imiquimod, which is marketed as Aldara® and Zyclara® by Meda AB, Graceway Pharmaceuticals LLC, and
iNova Pharmaceuticals (Australia) Pty Limited has been approved by the FDA. Other companies developing drugs targeted to TLRs have
experienced setbacks in clinical trials. For example in 2007, Coley Pharmaceutical Group, which since has been acquired by Pfizer, Inc.,
discontinued four clinical trials for PF-3512676, its investigational TLR9 agonist compound, in combination with cytotoxic chemotherapy in cancer,
and suspended its development of Actilon®, a TLR9 agonist, for HCV infection. In July 2007, Anadys Pharmaceuticals, Inc. and its partner
Novartis AG, or Novartis, discontinued the development of ANA975, the investigational TLR7 agonist compound for HCV infection. Dynavax
Technologies Corporation, or Dynavax, announced in May 2008 discontinuation of the clinical development program for TOLAMBA®, an
investigational vaccine which contained a TLR9 agonist adjuvant, and in February 2013 Dynavax announced receipt of a Complete Response
Letter from FDA regarding its Biological License Application for HEPLISAV®, which is an investigational hepatitis B vaccine that contains a TLR9
agonist adjuvant. These setbacks may result in enhanced scrutiny by regulators or institutional review boards, or IRBs, of clinical trials of our drug
candidates, including our TLR-targeted drug candidates, which could result in regulators or IRBs prohibiting the commencement of clinical trials,
requiring additional nonclinical studies as a precondition to commencing clinical trials or imposing restrictions on the design or scope of clinical
trials that could slow enroliment of trials, increase the costs of trials or limit the significance of the results of trials. Such setbacks could also
adversely impact the desire of investigators to enroll patients in, and the desire of patients to enroll in, clinical trials of our drug candidates.

Other events that could delay or inhibit conduct of our clinical trials include:
+ regulators or IRBs may not authorize us to commence a clinical trial or conduct a clinical trial at a prospective trial site;
» nonclinical or clinical data may not be readily interpreted, which may lead to delays and/or misinterpretation;

+ our nonclinical tests, including toxicology studies, or clinical trials may produce negative or inconclusive results, and we may decide, or
regulators may require us, to conduct additional nonclinical testing or clinical trials or we may abandon projects that we expect may not
be promising;

+ the rate of enrollment or retention of patients in our clinical trials may be lower than we expect;

» we might have to suspend or terminate our clinical trials if the participating subjects experience serious adverse events or undesirable
side effects or are exposed to unacceptable health risks;

+ regulators or IRBs may hold, suspend or terminate clinical research for various reasons, including noncompliance with regulatory
requirements, issues identified through inspections of manufacturing or clinical trial operations or clinical trial sites, or if, in their opinion,
the participating subjects are being exposed to unacceptable health risks;

 regulators may hold or suspend our clinical trials while collecting supplemental information on, or clarification of, our clinical trials or
other clinical trials, including trials conducted in other countries or trials conducted by other companies;
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» we, along with our collaborators and subcontractors, may not employ, in any capacity, persons who have been debarred under the FDA’s
Application Integrity Policy, or similar policy under foreign regulatory authorities. Employment of such debarred persons, even if
inadvertent, may result in delays in the FDA’s or foreign equivalent’s review or approval of our drug candidates, or the rejection of data
developed with the involvement of such person(s);

* we may be unable to manufacture sufficient quantities of our drug candidates for use in clinical trials;
+ the cost of our clinical trials may be greater than we currently anticipate; and

+ our drug candidates may not cause the desired effects or may cause undesirable side effects or our drug candidates may have other
unexpected characteristics.

We do not know whether clinical trials will begin as planned, will need to be restructured or will be completed on schedule, if at all.
Significant clinical trial delays also could allow our competitors to bring products to market before we do and impair our ability to commercialize our
drug candidates.

Delays in commencing clinical trials of potential products could increase our costs, delay any potential revenues, and reduce the
probability that a potential product will receive regulatory approval.

Our drug candidates and our collaborators’ drug candidates will require preclinical and other nonclinical testing and extensive clinical trials
prior to submission of any regulatory application for commercial sales. In conducting clinical trials, we cannot be certain that any planned clinical
trial will begin on time, if at all. Delays in commencing clinical trials of potential products could increase our drug candidate development costs,
delay any potential revenues, and reduce the probability that a potential product will receive regulatory approval.

Commencing clinical trials may be delayed for a number of reasons, including delays in:

+ manufacturing sufficient quantities of drug candidate that satisfy the required quality standards for use in clinical trials;
+ demonstrating sufficient safety to obtain regulatory approval for conducting a clinical trial;

» reaching an agreement with any collaborators on all aspects of the clinical trial;

+ reaching agreement with contract research organizations, if any, and clinical trial sites on all aspects of the clinical trial;
+ resolving any objections from the FDA or any regulatory authority on an IND or proposed clinical trial design;

« obtaining IRB approval for conducting a clinical trial at a prospective site; and

+ enrolling patients in order to commence the clinical trial.

The technologies on which we rely are unproven and may not result in any approved and marketable products.

Our technologies or therapeutic approaches are relatively new and unproven. We have focused our efforts on the research and development
of RNA- and DNA-based compounds, or oligonucleotides, targeted to TLRs and on GSOs. Neither we nor any other company have obtained
regulatory approval to market such compounds as therapeutic drugs, and no such products currently are being marketed. The results of preclinical
studies with TLR-targeted compounds may not be indicative of results that may be obtained in clinical trials, and results we have obtained in the
clinical trials we have conducted to date may not be predictive of results in subsequent large-scale clinical trials. Further, the chemical
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and pharmacological properties of RNA- and DNA-based compounds targeted to TLRs or of GSOs may not be fully recognized in preclinical
studies and small-scale clinical trials, and such compounds may interact with human biological systems in unforeseen, ineffective or harmful ways
that we have not yet identified.

Moreover, only one oligonucleotide drug, Kynamro®, has been approved by the FDA for marketing in the United States since 1998. As
such, oligonucleotides as a chemical class of drug candidates have limited precedence for successful late-stage development and regulatory
approval. As we progress our oligonucleotide drug candidates into Phase 2 clinical trials involving patients with severe disease and as we conduct
long-term nonclinical toxicology studies, we expect to encounter an increased risk of generating clinical adverse events and nonclinical toxicology
study results that will require careful interpretation. In animal toxicology studies, we have observed adverse treatment-related effects on serum
complement as well as evidence of adverse kidney, vascular, and heart pathology in longer term dosing of animals with our oligonucleotide
compounds, which we believe are consistent with data previously generated with other third party oligonucleotides. Given the limited experience in
assessing the relevance of oligonucleotide-related adverse animal toxicology findings to humans, the clinical and regulatory context for interpreting
the significance of such events and results is not well established.

As a result of these factors, we may never succeed in obtaining regulatory approval to market any product. Furthermore, the commercial
success of any of our drug candidates for which we may obtain marketing approval from the FDA or other regulatory authorities will depend upon
their acceptance by patients, the medical community, and third-party payors as clinically useful, safe, and cost-effective. In addition, if products
being developed by our competitors have negative clinical trial results or otherwise are viewed negatively, the perception of our technologies and
market acceptance of our drug candidates could be impacted negatively.

Our setbacks with respect to our TLR-targeted compounds, together with the setbacks experienced by other companies developing TLR-
targeted compounds, may result in a negative perception of our technology and our TLR-targeted compounds, impact our ability to obtain
marketing approval of these drug candidates and adversely affect acceptance of our technology and our TLR-targeted compounds by patients, the
medical community and third-party payors.

Our efforts to educate the medical community on our potentially unique approaches may require greater resources than would be typically
required for products based on conventional technologies or therapeutic approaches. The safety, efficacy, convenience, and cost-effectiveness of
our drug candidates as compared to competitive products will also affect market acceptance.

We face substantial competition, which may result in others discovering, developing or commercializing drugs before or more
successfully than us.

We are developing our TLR-targeted drug candidates for use in the treatment of certain genetically defined forms of B-cell lymphoma and
rare diseases and in our immuno-oncology program. One of our drug candidates, IMO-8400, is in clinical development for the treatment of certain
genetically defined forms of B-cell lymphoma, including Waldenstrdm’s macroglobulinemia and DLBCL with the MYD8 L265P oncogenic mutation.
We plan to initiate clinical trials of IMO-8400 in dermatomyositis and DMD. We are also planning to conduct Phase 1/2 clinical trials of either IMO-
2055 or IMO-2125 in combination with a checkpoint inhibitor for selected oncology targets in our immuno-oncology program. Finally, we may seek
to enter into collaborative alliances with pharmaceutical companies to advance our TLR antagonist candidates in broader autoimmune disease
indications. For all of these disease areas, there are many other companies, public and private, that are actively engaged in discovery,
development, and commercializing products and technologies that may compete with our drug candidates and programs, including TLR-targeted
compounds as well as non-TLR-targeted therapeutics.
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We are developing IMO-8400 for the treatment of certain genetically defined forms of B-cell ymphoma. There are currently no drugs
specifically approved for the treatment of Waldenstrom’s macroglobulinemia or DLBCL with the MYD88 L265P oncogenic mutation other than
Ibrutinib, which is marketed as Imbruvica® by Pharmacyclics, Inc. and was approved in January 2015 for the treatment of Waldenstrom’s
macroglobulinemia in the United States. Currently, patients with any form of non-Hodgkin lymphoma are most often treated with the monoclonal
antibody rituximab and/or with one or more chemotherapeutic agents. Rituximab is co-marketed in the United States by Biogen Idec Inc. and
Genentech Inc. and F. Hoffmann-La Roche AG, or Hoffmann-La Roche, and Chugai Pharmaceutical Co., Ltd. in territories outside the United
States. We are aware of additional compounds in development for the treatment of genetically defined forms of B-cell lymphoma, including an
inhibitor of interleukin-1 receptor-associated kinase 4, which is being developed by Nimbus Discovery, Inc.

Our principal competitor developing TLR antagonist targeted compounds for rare diseases is Dynavax. In addition, we are aware that other
companies including Dynavax, InDex Pharmaceuticals AB, Mologen AG, BioLineRx Ltd., Innate Immunotherapeutics Ltd., VentiRx
Pharmaceuticals Inc., Telormedix S.A., Gilead Sciences Inc., GlaxoSmithKline plc, AstraZeneca plc and Hoffmann-La Roche are developing TLR
agonists for various indications, some of which are in the field of oncology.

Many of the drug development programs in dermatomyositis are focusing on expanding the use of drugs approved in different indications
through investigator sponsored studies such as the on-going studies of the monoclonal antibodies, belimumab and tocilizumab. In addition,
Novartis is developing a competitive anti-inflammatory approach with its new investigational drug, BAF312, a sphingosine-1-phosphate receptor
modulator aimed at inhibiting the migration of lymphocytes to the location of inflammation. We are not aware of other new chemical or molecular
entities being developed for the treatment of dermatomyositis.

Competitors with respect to our DMD program include ReveraGen BioPharma, Inc., or ReveraGen, and Catabasis Pharmaceuticals, Inc., or
Catabasis, both whom are pursuing novel anti-inflammatory approaches for the treatment of DMD. ReveraGen is conducting a Phase 1 healthy
volunteer study and Catabasis has announced its plans to conduct a Phase 2 clinical trial in DMD patients in the first half of 2015. In addition,
Sarepta Therapeutics Inc. and BioMarin Pharmaceuticals Inc. (following its acquisition of Prosensa Holding N.V.), each have RNA-based drug
candidates targeted at treating genetically defined subsets of DMD in late stage development. PTC Therapeutics, Inc. also has a drug candidate
targeted at treating a genetically defined subset of DMD that is conditionally approved for the treatment of DMD in Europe, and is currently being
evaluated in a Phase 3 trial. We believe that these dystrophin replacement therapeutic approaches, as well as other therapeutic approaches being
pursued for the treatment of DMD, including anti-inflammatory, muscle blood flow, reducing fibrosis, increasing muscle mass, supporting muscle
integrity and cardioprotective approaches being pursued by multiple companies, have the potential to be complementary to our TLR antagonist
approach.

Immuno-oncology, which utilizes a patient’s own immune system to combat cancer, is currently an active area of research for
biotechnology and pharmaceutical companies. Interest in immuno-oncology is driven by recent efficacy data in cancers with historically bleak
outcomes and the potential to achieve a cure or functional cure for some patients. As such, our efforts in this field will be competitive with a wide
variety of different approaches. Any one of these competitive approaches may result in the development of novel technologies that are more
effective, safer or less costly than any that we are developing. In addition, Dynavax is conducting a Phase 1/2 clinical trial of an investigational
TLR9 agonist in combination with checkpoint inhibitors.

We are also developing GSOs that we have created using our proprietary technology, to inhibit the production of disease-associated
proteins by targeting RNA. We also face competition from other companies working to develop novel drugs using technologies that may compete
with our GSO
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technology. We are aware of multiple companies that are developing technologies that use oligonucleotide-based compounds to inhibit the
production of disease associated proteins. These technologies include, but are not limited to, antisense technology as well as RNA.. In the field of
antisense technologies, we compete with multiple companies, including Isis Pharmaceuticals, or Isis, and its partners. Isis is currently marketing
an antisense drug, Kynamro, and has several antisense drug candidates in clinical trials. In the field of RNAI, our primary competition is with
Alnylam Pharmaceuticals, Inc., or Alnylam, and its partners. Alnylam is currently developing multiple RNAi-based technologies and has several
drug candidates in clinical trials. Any of the competing companies may develop gene-silencing technologies more rapidly and more effectively than
us, and antisense technology and RNAi may become the preferred technology for drugs that target RNA in order to inhibit the production of
disease-associated proteins.

Some of these potentially competitive products have been in development or commercialized for years, in some cases by large, well
established pharmaceutical companies. Many of the marketed products have been accepted by the medical community, patients, and third-party
payors. Our ability to compete may be affected by the previous adoption of such products by the medical community, patients, and third-party
payors. Additionally, in some instances, insurers and other third-party payors seek to encourage the use of generic products, which makes
branded products, such as our drug candidates, potentially less attractive, from a cost perspective, to buyers.

We recognize that other companies, including large pharmaceutical companies, may be developing or have plans to develop products and
technologies that may compete with ours. Many of our competitors have substantially greater financial, technical, and human resources than we
have. In addition, many of our competitors have significantly greater experience than we have in undertaking preclinical studies and human clinical
trials of new pharmaceutical products, obtaining FDA and other regulatory approvals of products for use in health care and manufacturing, and
marketing and selling approved products. Our competitors may discover, develop or commercialize products or other novel technologies that are
more effective, safer or less costly than any that we are developing. Our competitors may also obtain FDA or other regulatory approval for their
products more rapidly than we may obtain approval for ours.

We anticipate that the competition with our drug candidates and technologies will be based on a number of factors including product
efficacy, safety, availability, and price. The timing of market introduction of our drug candidates and competitive products will also affect
competition among products. We expect the relative speed with which we can develop products, complete the clinical trials and approval
processes, and supply commercial quantities of the products to the market to be important competitive factors. Our competitive position will also
depend upon our ability to attract and retain qualified personnel, to obtain patent protection or otherwise develop proprietary products or processes,
protect our intellectual property, and to secure sufficient capital resources for the period between technological conception and commercial sales.

Competition for technical and management personnel is intense in our industry, and we may not be able to sustain our operations or
grow if we are unable to attract and retain key personnel.

Our success is highly dependent on the retention of principal members of our technical and management staff, including Mr. Vincent Milano
and Dr. Sudhir Agrawal. Mr. Milano serves as our President and Chief Executive Officer, and Dr. Agrawal serves as our President of Research.

We are a party to employment agreements with Mr. Milano and Dr. Agrawal. Mr. Milano’s employment agreement is terminable upon 15
days prior written notice at the election of either party and immediately in the event of a termination for cause. Dr. Agrawal’s employment
agreement expires on October 19, 2017, but automatically extends annually for additional one-year periods. This

S-22



Table of Contents

agreement may be terminated by us or Dr. Agrawal for any reason or no reason at any time upon notice to the other party. We do not carry key
man life insurance for Mr. Milano or Dr. Agrawal.

Furthermore, our future growth will require hiring a number of qualified technical and management personnel. Accordingly, recruiting and
retaining such personnel in the future will be critical to our success. There is intense competition from other companies and research and
academic institutions for qualified personnel in the areas of our activities. If we are not able to continue to attract and retain, on acceptable terms,
the qualified personnel necessary for the continued development of our business, we may not be able to sustain our operations or growth.

Regulatory Risks

We are subject to comprehensive regulatory requirements, which are costly and time consuming to comply with; if we fail to comply
with these requirements, we could be subject to adverse consequences and penalties.

The testing, manufacturing, labeling, advertising, promotion, export, and marketing of our drug candidates are subject to extensive
regulation by governmental authorities in Europe, the United States, and elsewhere throughout the world.

In general, submission of materials requesting permission to conduct clinical trials may not result in authorization by the FDA or any
equivalent foreign regulatory agency to commence clinical trials. Further, permission to continue ongoing trials may be withdrawn by the FDA or
other regulatory agencies at any time after initiation, based on new information available after the initial authorization to commence clinical trials or
for other reasons. In addition, submission of an application for marketing approval to the relevant regulatory agency following completion of clinical
trials may not result in the regulatory agency approving the application if applicable regulatory criteria are not satisfied, and may result in the
regulatory agency requiring additional testing or information.

Even if we obtain regulatory approval for any of our drug candidates, we will be subject to continual requirements of and review by the FDA
and other regulatory authorities. These requirements include submissions of safety and other post-marketing information and reports, registration
and listing requirements, current Good Manufacturing Practices, or cGMP, requirements relating to manufacturing, quality control, quality
assurance and corresponding maintenance of records and documents, and requirements regarding the distribution of samples to physicians,
advertising and promotion, and recordkeeping. Even if marketing approval of a drug candidate is granted, the approval may be subject to
limitations on the indicated uses for which the product may be marketed or to the conditions of approval, including the requirement to implement a
risk evaluation and mitigation strategy. If any of our drug candidates receives marketing approval, the accompanying label may limit the approved
use of our drug in this way, which could limit sales of the product. For example, new cancer drugs frequently are indicated only for patient
populations that have not responded to an existing therapy or have relapsed.

Both before and after approval is obtained, failure to comply with regulatory requirements, or discovery of previously unknown problems
with a product, including adverse events of unanticipated severity or frequency, may result in:

+ the regulatory agency’s delay in approving, or refusal to approve, an application for marketing of a product or a supplement to an
approved application;

+ total or partial suspension of any ongoing clinical trials;

+ restrictions on our drug candidates or the marketing or manufacturing of our drug candidates;
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» withdrawal of our drug candidates from the market;

* warning letters;

+ voluntary or mandatory product recalls;

+ fines;

» suspension or withdrawal of regulatory approvals;

+ product seizure or detention;

+ refusal to permit the import or export of our drug candidates;
+ injunctions or the imposition of civil penalties; and

» criminal penalties.

The regulatory requirements and policies may change and additional government regulations may be enacted for which we may also be
required to comply. We cannot predict the likelihood, nature or extent of government regulation that may arise from future legislation or
administrative action, either in the United States or in other countries. If we or any current or future collaborator are not able to maintain regulatory
compliance, we or such collaborator, as applicable, will not be permitted to market our future products and our business will suffer.

We may not be able to obtain marketing approval for products resulting from our development efforts.

All of the drug candidates that we are developing, or may develop in the future, will require additional research and development, extensive
preclinical studies, nonclinical testing, clinical trials, and regulatory approval prior to any commercial sales. This process is lengthy, often taking a
number of years, is uncertain, and is expensive. Since our inception, we have conducted clinical trials of a number of compounds and are planning
to initiate clinical trials for a number of additional disease indications. Specifically, we are currently:

+ conducting a Phase 1/2 clinical trial of IMO-8400 in patients with Waldenstrém’s macroglobulinemia and a Phase 1/2 clinical trial of IMO-
8400 in patients with DLBCL harboring the MYD88 L265P oncogenic mutation;

+ planning to conduct two Phase 1/2 clinical trials involving either IMO-2055 or IMO-2125 in combination with a checkpoint inhibitor for
selected oncology targets;

+ planning to conduct a Phase 2 clinical trial of IMO-8400 in patients with dermatomyositis and a Phase 1/2 clinical trial of IMO-8400 in
patients with DMD;

» conducting a Phase 1 clinical trial of IMO-9200 in healthy subjects; and

+ planning to conduct disease model studies and begin IND-enabling development programs in each of the first two disease indications
selected for further development in our GSO program.

The FDA and other regulatory authorities may not approve any of our potential products for any indication.

We may need to address a number of technological challenges in order to complete development of our drug candidates. Moreover, these
products may not be effective in treating any disease or may prove to have undesirable or unintended side effects, unintended alteration of the
immune system over time, toxicities or other characteristics that may preclude our obtaining regulatory approval or prevent or limit commercial
use. If we do not obtain necessary regulatory approvals, our business will be adversely affected.
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We may not be able to obtain orphan drug exclusivity for applications of our TLR antagonist drug candidates.

Regulatory authorities in some jurisdictions, including the United States and Europe, may designate drugs for relatively small patient
populations as orphan drugs. Under the Orphan Drug Act, the FDA may designate a product as an orphan drug if it is a drug intended to treat a rare
disease or condition, which is generally defined as a patient population of fewer than 200,000 individuals annually in the United States.

Generally, if a product with an orphan drug designation subsequently receives the first marketing approval for the indication for which it has
such designation, the product is entitled to a period of marketing exclusivity, which precludes the European Medicines Agency, or EMA, or the
FDA from approving another marketing application for the same drug for that time period. The applicable period is seven years in the United States
and ten years in Europe. The European exclusivity period can be reduced to six years if a drug no longer meets the criteria for orphan drug
designation or if the drug is sufficiently profitable so that market exclusivity is no longer justified. Orphan drug exclusivity may be lost if the FDA or
EMA determines that the request for designation was materially defective or if the manufacturer is unable to assure sufficient quantity of the drug
to meet the needs of patients with the rare disease or condition.

The FDA has granted us orphan drug designation for IMO-8400 for the treatment of Waldenstrom’s macroglobulinemia. However, there can
be no assurance that we will obtain orphan drug exclusivity for Waldenstrom’s macroglobulinemia or any other disease indications for which we
develop IMO-8400 or our other drug candidates. Even if we obtain orphan drug exclusivity for a product, that exclusivity may not effectively protect
the product from competition because different drugs can be approved for the same condition. Even after an orphan drug is approved, the FDA can
subsequently approve the same drug for the same condition if the FDA concludes that the later drug is clinically superior in that it is shown to be
safer, more effective or makes a major contribution to patient care.

A fast track designation by the FDA may not actually lead to a faster development or regulatory review or approval process.

We intend to seek fast track designation for some applications of our drug candidates. If a drug is intended for the treatment of a serious or
life-threatening condition and the drug demonstrates the potential to address unmet medical needs for this condition, the drug sponsor may apply
for FDA fast track designation. The FDA has broad discretion whether or not to grant this designation, so even if we believe a particular drug
candidate is eligible for this designation, we cannot assure you that the FDA would decide to grant it. Even if we do receive fast track designation,
we may not experience a faster development process, review or approval compared to conventional FDA procedures. The FDA may withdraw fast
track designation if it believes that the designation is no longer supported by data from our clinical development program.

A breakthrough therapy designation by the FDA for any application of our drug candidates may not lead to a faster development or
regulatory review or approval process, and it does not increase the likelihood that those drug candidates will receive marketing
approval.

We may seek a breakthrough therapy designation for some applications of our drug candidates. A breakthrough therapy is defined as a
drug that is intended, alone or in combination with one or more other drugs, to treat a serious or life-threatening disease or condition, and
preliminary clinical evidence indicates that the drug may demonstrate substantial improvement over existing therapies on one or more clinically
significant endpoints, such as substantial treatment effects observed early in clinical development. For drugs and biologics that have been
designated as breakthrough therapies,
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interaction and communication between the FDA and the sponsor of the trial can help to identify the most efficient path for clinical development
while minimizing the number of patients placed in ineffective control regimens. Drugs designated as breakthrough therapies by the FDA are also
eligible for accelerated approval.

Designation as a breakthrough therapy is within the discretion of the FDA. Accordingly, even if we believe an application of one of our drug
candidates meets the criteria for designation as a breakthrough therapy, the FDA may disagree and instead determine not to make such
designation. In any event, the receipt of a breakthrough therapy designation for a drug candidate may not result in a faster development process,
review or approval compared to drugs considered for approval under conventional FDA procedures and does not assure ultimate approval by the
FDA. In addition, even if one or more of our drug candidates qualify as breakthrough therapies, the FDA may later decide that the products no
longer meet the conditions for qualification or decide that the time period for FDA review or approval will not be shortened.

If we are unable to successfully develop companion diagnostics for our drug candidates intended for the treatment of genetically defined
forms of B-cell lymphoma, or experience significant delays in doing so, we may not achieve marketing approval or realize the full
commercial potential of these drug candidates.

We plan to develop companion diagnostics for our TLR antagonist drug candidates in our genetically defined forms of B-cell lymphoma
program. We expect that, at least in some cases, the FDA and similar regulatory authorities outside the United States may require the
development and regulatory approval of a companion diagnostic as a condition to approving our TLR antagonist drug candidates specifically for the
treatment of patients with a genetically defined form of B-cell lymphoma. We do not have experience or capabilities in developing or
commercializing diagnostics and plan to rely on third parties or collaborators to perform these functions. In May 2014, we entered into an
agreement with Abbott Molecular for the development and potential commercialization of a companion diagnostic for use with IMO-8400 with
respect to our identification of patients with B-cell lymphomas harboring the MYD88 L265P oncogenic mutation in our genetically defined forms of
B-cell lymphoma program . We may enter into similar agreements for our other drug candidates and possible expansion indications for IMO-8400.
Companion diagnostics are subject to regulation by the FDA and similar regulatory authorities outside the United States as medical devices and
require separate regulatory approval prior to commercialization.

If we, any third parties that we engage to assist us or any of our collaborators are unable to successfully develop companion diagnostics
for our TLR antagonist drug candidates, or experience delays in doing so:

» the development of our TLR antagonist drug candidates may be adversely affected if we are unable to appropriately select patients for
enroliment in our clinical trials;

+ our TLR antagonist drug candidates may not receive marketing approval if their safe and effective use depends on a companion
diagnostic; and

+ we may not realize the full commercial potential of any TLR antagonist drug candidates that receive marketing approval if, among other
reasons, we are unable to appropriately identify patients with the specific oncogenic mutation targeted by our TLR antagonist drug
candidates.

If any of these events were to occur, our business would be harmed, possibly materially.
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We have only limited experience in regulatory affairs and our drug candidates are based on new technologies; these factors may affect
our ability or the time we require to obtain necessary regulatory approvals.

We have only limited experience in filing the applications necessary to obtain regulatory approvals. Moreover, the products that result from
our research and development programs will likely be based on new technologies and new therapeutic approaches that have not been extensively
tested in humans. The regulatory requirements governing these types of products may be more rigorous than for conventional drugs. As a result,
we may experience a longer regulatory process in connection with obtaining regulatory approvals of any product that we develop.

Failure to obtain regulatory approval in jurisdictions outside the United States will prevent us from marketing our products abroad.

We intend to market our products, if approved, in markets outside the United States, which will require separate regulatory approvals and
compliance with numerous and varying regulatory requirements. The approval procedures vary among such markets and may involve requirements
for additional testing, and the time required to obtain approval may differ from that required to obtain FDA approval. Approval by the FDA does not
ensure approval by regulatory authorities in other countries or jurisdictions, and approval by one foreign regulatory authority does not ensure
approval by regulatory authorities in other foreign countries or by the FDA. The foreign regulatory approval process may include all of the risks
associated with obtaining FDA approval. We may not obtain foreign regulatory approvals on a timely basis, if at all.

Risks Relating to Collaborators

Our existing collaborations and any collaborations we enter into in the future may not be successful.

Historically, an important element of our business strategy has included entering into collaborative alliances with corporate collaborators,
primarily large pharmaceutical companies, for the development, commercialization, marketing, and distribution of some of our drug candidates. In
December 2006, we entered into an exclusive license and research collaboration with Merck & Co. to research, develop, and commercialize
vaccine products containing our TLR7, TLR8 and TLR9 agonists in the fields of cancer, infectious diseases, and Alzheimer's disease. In
December 2007, we entered into an exclusive, worldwide license agreement with Merck KGaA to research, develop, and commercialize products
containing our TLR9 agonists for treatment of cancer, excluding cancer vaccines.

Any collaboration that we enter into may not be successful. For instance, in July 2011, Merck KGaA informed us that it had determined not
to conduct further clinical development of IMO-2055, and in November 2011, we entered into an agreement with Merck KGaA terminating our
collaboration with them. The success of our collaborative alliances, if any, will depend heavily on the efforts and activities of our collaborators. Our
existing collaborations and any potential future collaborations have risks, including the following:

+ our collaborators may control the development of the drug candidates being developed with our technologies and compounds including
the timing of development;

+ our collaborators may control the development of the companion diagnostic to be developed for use in conjunction with our drug
candidates including the timing of development;

 our collaborators may control the public release of information regarding the developments, and we may not be able to make
announcements or data presentations on a schedule favorable to us;
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» disputes may arise in the future with respect to the ownership of rights to technology developed with our collaborators;

» disagreements with our collaborators could delay or terminate the research, development or commercialization of products, or result in
litigation or arbitration;

+ we may have difficulty enforcing the contracts if any of our collaborators fail to perform;

+ our collaborators may terminate their collaborations with us, which could make it difficult for us to attract new collaborators or adversely
affect the perception of us in the business or financial communities;

+ our collaboration agreements are likely to be for fixed terms and subject to termination by our collaborators in the event of a material
breach or lack of scientific progress by us;

+ our collaborators may have the first right to maintain or defend our intellectual property rights and, although we would likely have the right
to assume the maintenance and defense of our intellectual property rights if our collaborators do not, our ability to do so may be
compromised by our collaborators’ acts or omissions;

+ our collaborators may challenge our intellectual property rights or utilize our intellectual property rights in such a way as to invite litigation
that could jeopardize or invalidate our intellectual property rights or expose us to potential liability;

» our collaborators may not comply with all applicable regulatory requirements, or may fail to report safety data in accordance with all
applicable regulatory requirements;

+ our collaborators may change the focus of their development and commercialization efforts. Pharmaceutical and biotechnology
companies historically have re-evaluated their priorities following mergers and consolidations, which have been common in recent years
in these industries. For example, we have a strategic partnership with Merck & Co., which merged with Schering-Plough Corporation,
which has been involved with certain TLR-targeted research and development programs. Although the merger has not affected our
partnership with Merck & Co. to date, management of the combined company could determine to reduce the efforts and resources that
the combined company will apply to its strategic partnership with us or terminate the strategic partnership. The ability of our drug
candidates to reach their potential could be limited if our collaborators decrease or fail to increase spending relating to such drug
candidates;

+ our collaborators may under fund or not commit sufficient resources to the testing, marketing, distribution or development of our drug
candidates; and

+ our collaborators may develop alternative products either on their own or in collaboration with others, or encounter conflicts of interest or
changes in business strategy or other business issues, which could adversely affect their willingness or ability to fulfill their obligations
to us.

Given these risks, it is possible that any collaborative alliance into which we enter may not be successful. Collaborations with
pharmaceutical companies and other third parties often are terminated or allowed to expire by the other party. For example, effective as of
February 2010, Novartis terminated the research collaboration and option agreement that we entered into with it in May 2005, and in November
2011, we entered into an agreement with Merck KGaA terminating our collaboration with them. In addition, Merck & Co. may terminate its license
and research collaboration agreement by giving us 90 days advance notice. The termination or expiration of our agreement with Merck & Co. or
Abbott Molecular or any other collaboration agreement that we enter into in the future may adversely affect us financially and could harm our
business reputation.
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If we are unable to establish additional collaborative alliances, our business may be materially harmed.

Collaborators provide the necessary resources and drug development experience to advance our compounds in their programs. We may
seek to enter into collaborative alliances with pharmaceutical companies to advance our TLR antagonist candidates in broader autoimmune
disease indications. We may seek to enter into collaborative alliances with pharmaceutical companies with respect to applications of our GSO
technology program.

Upfront payments and milestone payments received from collaborations help to provide us with the financial resources for our internal
research and development programs. Our internal programs are focused on developing TLR-targeted drug candidates for the potential treatment of
certain genetically defined forms of B-cell lymphoma and autoimmune diseases and on GSOs. We believe that additional resources will be
required to advance compounds in all of these areas. If we do not reach agreements with additional collaborators in the future, we may not be able
to obtain the expertise and resources necessary to achieve our business objectives, our ability to advance our compounds will be jeopardized and
we may fail to meet our business objectives.

We may have difficulty establishing additional collaborative alliances, particularly with respect to our TLR-targeted drug candidates and
technology and our GSO technology. For example, potential partners may note that our TLR collaborations with Novartis and with Merck KGaA
have been terminated. Potential partners may also be reluctant to establish collaborations with respect to IMO-2125, IMO-3100, IMO-2055, and our
other TLR-targeted drug candidates, given our setbacks with respect to these drug candidates. Additionally, in the event we seek collaborations for
our GSO program, any potential collaborators may not be willing to enter into a collaboration with us due to the early stage of this technology. We
also face, and expect to continue to face, significant competition in seeking appropriate collaborators.

Even if a potential partner were willing to enter into a collaborative alliance with respect to our TLR-targeted compounds or technology or our
GSO technology, the terms of such a collaborative alliance may not be on terms that are favorable to us. Moreover, collaborations are complex
and time consuming to negotiate, document, and implement. We may not be successful in our efforts to establish and implement collaborations on
a timely basis.

Risks Relating to Intellectual Property

If we are unable to obtain and maintain patent protection for our discoveries, the value of our technology and products will be adversely
affected.

Our patent positions, and those of other drug discovery companies, are generally uncertain and involve complex legal, scientific, and
factual questions. Our ability to develop and commercialize drugs depends in significant part on our ability to:

+ obtain and maintain valid and enforceable patents;

+ obtain licenses to the proprietary rights of others on commercially reasonable terms;
+ operate without infringing upon the proprietary rights of others;

+ prevent others from infringing on our proprietary rights; and

» protect our trade secrets.

We do not know whether any of our patent applications or those patent applications that we license will result in the issuance of any
patents. Our issued patents and those that may be issued in
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the future, or those licensed to us, may be challenged, invalidated, held unenforceable, narrowed in the course of a post-issuance proceeding or
circumvented, and the rights granted thereunder may not provide us proprietary protection or competitive advantages against competitors with
similar technology. Moreover, intellectual property laws may change and negatively impact our ability to obtain issued patents covering our
technologies or to enforce any patents that issue. Because of the extensive time required for development, testing, and regulatory review of a
potential product, it is possible that, before any of our products can be commercialized, any related patent may expire or remain in force for only a
short period following commercialization, thus reducing any advantage provided by the patent.

Because patent applications in the United States and many foreign jurisdictions are typically not published until 18 months after filing, or in
some cases not at all, and because publications of discoveries in the scientific literature often lag behind actual discoveries, neither we nor our
licensors can be certain that we or they were the first to make the inventions claimed in issued patents or pending patent applications, or that we
or they were the first to file for protection of the inventions set forth in these patent applications.

As of December 31, 2014, we owned more than 45 U.S. patents and patent applications and more than 80 patents and patent applications
throughout the rest of the world for our TLR-targeted immune modulation technologies. These patents and patent applications include claims
covering the chemical compositions of matter and methods of use of our IMO compounds, such as IMO-8400, IMO-9200, IMO-2055 and IMO-
2125, as well as other compounds. As of December 31, 2014, all of our intellectual property covering immune modulatory compositions and
methods of their use is based on discoveries made solely by us. These patents expire at various dates ranging from 2017 to 2031. With respect to
IMO-8400, we have an issued U.S. patent that covers the chemical composition of matter of IMO-8400 and certain methods of its use that has a
statutory expiration date in 2031. With respect to IMO-9200, we have a U.S. patent application that covers the chemical composition for IMO-9200
and methods of its use, which we would expect to expire, if issued, at the earliest in 2034. With respect to IMO-2055, we have issued patents that
cover the chemical composition of matter of IMO-2055 and certain methods of its use, including in combination with marketed cancer products,
with the composition claims expiring in 2023. With respect to IMO-2125, we have an issued U.S. patent that covers the chemical composition of
matter of IMO-2125 and methods of its use that will expire in 2026.

As of December 31, 2014, we owned two issued U.S. patents, two pending U.S. patent applications and seven foreign patent applications
related to our GSO compounds and methods of their use. The issued patents covering our GSO technologies have a statutory expiration date in
2030.

In addition to our TLR-targeted and GSO patent portfolios, we are the owner of or hold licenses to patents and patent applications related to
antisense technology. As of December 31, 2014, our antisense patent portfolio included more than 30 U.S. patents and more than 60 patents
throughout the rest of the world. These antisense patents and patent applications include novel compositions of matter, the use of these
compositions for various genes, sequences and therapeutic targets, and oral and other routes of administration. Some of the patents and patent
applications in our antisense portfolio were in-licensed. These in-licensed patents expire at various dates through 2021.

Third parties may own or control patents or patent applications and require us to seek licenses, which could increase our development
and commercialization costs, or prevent us from developing or marketing products.

Although we have many issued patents and pending patent applications in the United States and other countries, we may not have rights
under certain third-party patents or patent applications related
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to our products. Third parties may own or control these patents and patent applications in the United States and abroad. In particular, we are aware
of certain third-party U.S. patents that contain claims related to immunostimulatory polynucleotides and their use to stimulate an immune
response. Although we do not believe any of our TLR9 agonists infringe any valid claim of these patents, we cannot be assured that the holder of
such patents would not seek to assert such patents against us or, if the holder did, that the courts would not interpret the claims of such patents
more broadly than we believe appropriate and determine that we are in infringement of such patents. In addition, there may be other patents and
patent applications related to our products of which we are not aware. Therefore, in some cases, in order to develop, manufacture, sell or import
some of our products, we or our collaborators may choose to seek, or be required to seek, licenses under third-party patents issued in the United
States and abroad or under third-party patents that might issue from U.S. and foreign patent applications. In such an event, we would be required
to pay license fees or royalties or both to the licensor. If licenses are not available to us on acceptable terms, we or our collaborators may not be
able to develop, manufacture, sell or import these products.

We may become involved in expensive patent litigation or other proceedings, which could result in our incurring substantial costs and
expenses or substantial liability for damages, require us to stop our development and commercialization efforts or result in our patents
being invalidated, interpreted narrowly or limited.

There has been substantial litigation and other proceedings regarding patent and other intellectual property rights in the biotechnology
industry. We may become a party to various types of patent litigation or other proceedings regarding intellectual property rights from time to time
even under circumstances where we are not practicing and do not intend to practice any of the intellectual property involved in the proceedings.
For instance, in 2002, 2003, and 2005, we became involved in interference proceedings declared by the U.S. Patent and Trademark Office for
some of our antisense and ribozyme patents. All of these interferences have since been resolved. We are neither practicing nor intending to
practice the intellectual property that is associated with any of these interference proceedings.

Other patent office proceedings include oppositions, reexaminations, supplemental examinations and inter partes reviews involving our
patents or the patents of third parties. We may initiate such proceedings or have such proceedings brought against us. An adverse determination
in any such proceeding, or in litigation, could reduce the scope of, or invalidate, our patent rights, allow third parties to commercialize our
technology or products and compete directly with us, without payment to us, or result in our inability to manufacture or commercialize products
without infringing third-party patent rights. In addition, if the breadth or strength of protection provided by our patents and patent applications is
threatened, it could dissuade companies from collaborating with us to license, develop or commercialize current or future drug candidates. An
adverse determination in a proceeding involving a patent in our portfolio could result in the loss of protection or a narrowing in the scope of
protection provided by that patent.

The cost to us of any patent litigation or other proceeding, even if resolved in our favor, could be substantial. Some of our competitors may
be able to sustain the cost of such litigation or proceedings more effectively than we can because of their substantially greater financial resources.
If any patent litigation or other proceeding is resolved against us, we or our collaborators may be enjoined from developing, manufacturing, selling
or importing our drugs without a license from the other party and we may be held liable for significant damages. We may not be able to obtain any
required license on commercially acceptable terms or at all. In a patent office proceeding, such as an opposition, reexamination or inter partes
review, our patents may be narrowed or invalidated.
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Uncertainties resulting from the initiation and continuation of patent litigation or other proceedings could have a material adverse effect on
our ability to compete in the marketplace. Patent litigation and other proceedings may also absorb significant management time.

Risks Relating to Product Manufacturing, Marketing and Sales, and Reliance on Third Parties

Because we have limited manufacturing experience, and no manufacturing facilities or infrastructure, we are dependent on third-party
manufacturers to manufacture drug candidates for us. If we cannot rely on third-party manufacturers, we will be required to incur
significant costs and devote significant efforts to establish our own manufacturing facilities and capabilities.

We have limited manufacturing experience and no manufacturing facilities, infrastructure or clinical or commercial scale manufacturing
capabilities. In order to continue to develop our drug candidates, apply for regulatory approvals, and ultimately commercialize products, we need to
develop, contract for or otherwise arrange for the necessary manufacturing capabilities.

We currently rely upon third parties to produce material for nonclinical and clinical testing purposes and expect to continue to do so in the
future. We also expect to rely upon third parties to produce materials that may be required for the commercial production of our drug candidates.
Our current and anticipated future dependence upon others for the manufacture of our drug candidates may adversely affect our future profit
margins and our ability to develop drug candidates and commercialize any drug candidates on a timely and competitive basis. We currently do not
have any long term supply contracts.

There are a limited number of manufacturers that operate under the FDA’s cGMP regulations capable of manufacturing our drug candidates.
As a result, we may have difficulty finding manufacturers for our drug candidates with adequate capacity for our needs. If we are unable to arrange
for third-party manufacturing of our drug candidates on a timely basis, or to do so on commercially reasonable terms, we may not be able to
complete development of our drug candidates or market them.

Reliance on third-party manufacturers entails risks to which we would not be subject if we manufactured drug candidates ourselves,
including:

+ reliance on the third party for regulatory compliance and quality assurance;
+ the possibility of breach of the manufacturing agreement by the third party because of factors beyond our control;

+ the possibility of termination or nonrenewal of the agreement by the third party, based on its own business priorities, at a time that is
costly or inconvenient for us;

+ the potential that third-party manufacturers will develop know-how owned by such third party in connection with the production of our drug
candidates that becomes necessary for the manufacture of our drug candidates; and

+ reliance upon third-party manufacturers to assist us in preventing inadvertent disclosure or theft of our proprietary knowledge.

Any contract manufacturers with which we enter into manufacturing arrangements will be subject to ongoing periodic, unannounced
inspections by the FDA, or foreign equivalent, and corresponding state and foreign agencies or their designees to ensure compliance with cGMP
requirements and other governmental regulations and corresponding foreign standards. For example, one of our contract
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manufacturers notified us that it had received a cGMP warning letter from the FDA in February 2011. This contract manufacturer no longer
manufactures drug product for us. Any failure by our third-party manufacturers to comply with such requirements, regulations or standards could
lead to a delay in the conduct of our clinical trials, or a delay in, or failure to obtain, regulatory approval of any of our drug candidates. Such failure
could also result in sanctions being imposed, including fines, injunctions, civil penalties, delays, suspension or withdrawal of approvals, product
seizures or recalls, imposition of operating restrictions, total or partial suspension of production or distribution, or criminal prosecution.

Additionally, contract manufacturers may not be able to manufacture our drug candidates at a cost or in quantities necessary to make them
commercially viable. As of December 31, 2014, our third-party manufacturers have met our manufacturing requirements, but we cannot be assured
that they will continue to do so. Furthermore, changes in the manufacturing process or procedure, including a change in the location where the drug
substance or drug product is manufactured or a change of a third-party manufacturer, may require prior FDA review and approval in accordance
with the FDA’s cGMP and New Drug Application/biologics license application regulations. Contract manufacturers may also be subject to
comparable foreign requirements. This review may be costly and time-consuming and could delay or prevent the launch of a drug candidate. The
FDA or similar foreign regulatory agencies at any time may also implement new standards, or change their interpretation and enforcement of
existing standards for manufacture, packaging or testing of products. If we or our contract manufacturers are unable to comply, we or they may be
subject to regulatory action, civil actions or penalties.

We have no experience selling, marketing or distributing products and no internal capability to do so.

If we receive regulatory approval to commence commercial sales of any of our drug candidates, we will face competition with respect to
commercial sales, marketing, and distribution. These are areas in which we have no experience. To market any of our drug candidates directly, we
would need to develop a marketing and sales force with technical expertise and with supporting distribution capability. In particular, we would need
to recruit experienced marketing and sales personnel. Alternatively, we could engage a pharmaceutical or other healthcare company with an
existing distribution system and direct sales force to assist us. However, to the extent we entered into such arrangements, we would be dependent
on the efforts of third parties. If we are unable to establish sales and distribution capabilities, whether internally or in reliance on third parties, our
business would suffer materially.

If third parties on whom we rely for clinical trials do not perform as contractually required or as we expect, we may not be able to obtain
regulatory approval for or commercialize our drug candidates and our business may suffer.

We do not have the ability to independently conduct the clinical trials required to obtain regulatory approval for our drug candidates. We
depend on independent clinical investigators, contract research organizations, and other third-party service providers in the conduct of the clinical
trials of our drug candidates and expect to continue to do so. We have contracted with contract research organizations to manage our ongoing
Phase 1/2 clinical trial of IMO-8400 in patients with Waldenstrdom’s macroglobulinemia and our ongoing Phase 1/2 clinical trial of IMO-8400 in
patients with DLBCL and the MYD88 L265P oncogenic mutation, and expect to contract with such organizations for future clinical trials. We rely
heavily on these parties for successful execution of our clinical trials, but do not control many aspects of their activities. We are responsible for
ensuring that each of our clinical trials is conducted in accordance with the general investigational plan and protocols for the trial. Moreover, the
FDA and foreign regulatory agencies require us to comply with certain standards, commonly referred to as good clinical practices, and applicable
regulatory requirements, for conducting, recording, and reporting the results of clinical trials to assure that data and reported results are credible
and accurate
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and that the rights, integrity, and confidentiality of clinical trial participants are protected. Our reliance on third parties that we do not control does
not relieve us of these responsibilities and requirements. Third parties may not complete activities on schedule, or at all, or may not conduct our
clinical trials in accordance with regulatory requirements or our stated protocols. If these third parties fail to carry out their obligations, we may
need to enter into new arrangements with alternative third parties. This could be difficult, costly or impossible, and our preclinical studies or clinical
trials may need to be extended, delayed, terminated or repeated, and we may not be able to obtain regulatory approval in a timely fashion, or at all,
for the applicable drug candidate, or to commercialize such drug candidate being tested in such studies or trials. If we seek to conduct any of
these activities ourselves in the future, we will need to recruit appropriately trained personnel and add to our research, clinical, quality and
corporate infrastructure.

Failure of our third-party collaborators to successfully commercialize companion diagnostics developed for use with any TLR antagonist
drug candidates that we develop with respect to our genetically defined forms of B-cell lymphoma program could harm our ability to
commercialize these TLR antagonist drug candidates.

Some of the TLR antagonist drug candidates that we develop with respect to our genetically defined forms of B-cell lymphoma program will
necessitate the use of companion diagnostics. We do not plan to develop companion diagnostics internally and, as a result, we will be dependent
on the efforts of our third-party collaborators to successfully commercialize these companion diagnostics. Our collaborators:

* may not perform their obligations as expected;

* may encounter production difficulties that could constrain the supply of the companion diagnostics;

+ may have difficulties gaining acceptance of the use of the companion diagnostics in the clinical community;
* may not pursue commercialization of any companion diagnostics that achieve regulatory approval;

* may elect not to continue or renew commercialization programs based on changes in the collaborators’ strategic focus or available
funding, or external factors, such as an acquisition, that divert resources or create competing priorities;

* may not commit sufficient resources to the marketing and distribution of such companion diagnostics; and

* may terminate their relationship with us.

If companion diagnostics for use with our genetically defined forms of B-cell lymphoma TLR antagonist drug candidates fail to gain market
acceptance, our ability to derive revenues from sales of these TLR antagonist drug candidates could be harmed. If our collaborators fail to
commercialize these companion diagnostics, we may not be able to enter into arrangements with another diagnostic company to obtain supplies of
an alternative diagnostic test for use in connection with genetically defined forms of B-cell lymphoma TLR antagonist drug candidates or do so on
commercially reasonable terms, which could adversely affect and delay the development or commercialization of these TLR antagonist drug
candidates.
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The commercial success of any drug candidates that we may develop will depend upon the degree of market acceptance by physicians,
patients, third-party payors, and others in the medical community.

Any products that we ultimately bring to the market, if they receive marketing approval, may not gain market acceptance by physicians,
patients, third-party payors or others in the medical community. For example, current cancer treatments like chemotherapy and radiation therapy
are well established in the medical community, and doctors may continue to rely on these treatments. If our products do not achieve an adequate
level of acceptance, we may not generate product revenue and we may not become profitable. The degree of market acceptance of our products,
if approved for commercial sale, will depend on a number of factors, including:

 the prevalence and severity of any side effects, including any limitations or warnings contained in the product’s approved labeling;
+ the efficacy and potential advantages over alternative treatments;

« the ability to offer our drug candidates for sale at competitive prices;

+ relative convenience and ease of administration;

+ the willingness of the target patient population to try new therapies and of physicians to prescribe these therapies;

+ the strength of marketing and distribution support and the timing of market introduction of competitive products; and

* publicity concerning our products or competing products and treatments.

Even if a potential product displays a favorable efficacy and safety profile, market acceptance of the product will not be known until after it
is launched. Our efforts to educate patients, the medical community, and third-party payors on the benefits of our drug candidates may require
significant resources and may never be successful. Such efforts to educate the marketplace may require more resources than are required by
conventional technologies marketed by our competitors.

If we are unable to obtain adequate reimbursement from third-party payors for any products that we may develop or acceptable prices for
those products, our revenues and prospects for profitability will suffer.

Most patients rely on Medicare, Medicaid, private health insurers, and other third-party payors to pay for their medical needs, including any
drugs we may market. If third-party payors do not provide adequate coverage or reimbursement for any products that we may develop, our
revenues and prospects for profitability will suffer. Congress enacted a limited prescription drug benefit for Medicare recipients in the Medicare
Prescription Drug, Improvement, and Modernization Act of 2003. While the program established by this statute may increase demand for our
products if we were to participate in this program, our prices will be negotiated with drug procurement organizations for Medicare beneficiaries and
are likely to be lower than we might otherwise obtain. Non-Medicare third-party drug procurement organizations may also base the price they are
willing to pay on the rate paid by drug procurement organizations for Medicare beneficiaries or may otherwise negotiate the price they are willing to
pay.

A primary trend in the United States healthcare industry is toward cost containment. In addition, in some foreign countries, particularly the
countries of the European Union, the pricing of prescription pharmaceuticals is subject to governmental control. In these countries, pricing
negotiations with governmental authorities can take six months or longer after the receipt of regulatory marketing approval for a product. To obtain
reimbursement or pricing approval in some countries, we may be
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required to conduct a clinical trial that compares the cost effectiveness of our drug candidates or products to other available therapies. The
conduct of such a clinical trial could be expensive and result in delays in commercialization of our drug candidates. These further clinical trials
would require additional time, resources, and expenses. If reimbursement of our products is unavailable or limited in scope or amount, or if pricing
is set at unsatisfactory levels, our prospects for generating revenue, if any, could be adversely affected and our business may suffer.

In March 2010, the Patient Protection and Affordable Care Act and the Health Care and Education Reconciliation Act became law. These
health care reform laws are intended to broaden access to health insurance; reduce or constrain the growth of health care spending, especially
Medicare spending; enhance remedies against fraud and abuse; add new transparency requirements for health care and health insurance
industries; impose new taxes and fees on certain sectors of the health industry; and impose additional health policy reforms. Among the new fees
is an annual assessment on makers of branded pharmaceuticals and biologics, under which a company’s assessment is based primarily on its
share of branded drug sales to federal health care programs. Such fees could affect our future profitability. Although it is too early to determine the
effect of the new health care legislation on our future profitability and financial condition, the new law appears likely to continue the pressure on
pharmaceutical pricing, especially under the Medicare program, and may also increase our regulatory burdens and operating costs.

Third-party payors are challenging the prices charged for medical products and services, and many third-party payors limit reimbursement
for newly-approved health care products. These third-party payors may base their coverage and reimbursement on the coverage and
reimbursement rate paid by carriers for Medicare beneficiaries. Furthermore, many such payors are investigating or implementing methods for
reducing health care costs, such as the establishment of capitated or prospective payment systems. Cost containment pressures have led to an
increased emphasis on the use of cost-effective products by health care providers. In particular, third-party payors may limit the indications for
which they will reimburse patients who use any products that we may develop. Cost control initiatives could limit the price we might establish for
products that we or our current or future collaborators may develop or sell, which would result in lower product revenues or royalties payable to us.

We face a risk of product liability claims and may not be able to obtain insurance.

Our business exposes us to the risk of product liability claims that is inherent in the manufacturing, testing, and marketing of human
therapeutic drugs. We face an inherent risk of product liability exposure related to the testing of our drug candidates in human clinical trials and will
face an even greater risk if we commercially sell any products. Regardless of merit or eventual outcome, liability claims and product recalls may
result in:

» decreased demand for our drug candidates and products;

» damage to our reputation;

+ regulatory investigations that could require costly recalls or product modifications;
» withdrawal of clinical trial participants;

» costs to defend related litigation;

» substantial monetary awards to clinical trial participants or patients, including awards that substantially exceed our product liability
insurance, which we would then have to pay using other sources, if available, and would damage our ability to obtain liability insurance at
reasonable costs, or at all, in the future;
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* loss of revenue;
+ the diversion of management’s attention away from managing our business; and

+ the inability to commercialize any products that we may develop.

Although we have product liability and clinical trial liability insurance that we believe is adequate, this insurance is subject to deductibles
and coverage limitations. We may not be able to obtain or maintain adequate protection against potential liabilities. If we are unable to obtain
insurance at acceptable cost or otherwise protect against potential product liability claims, we will be exposed to significant liabilities, which may
materially and adversely affect our business and financial position. These liabilities could prevent or interfere with our commercialization efforts.

Risks Relating to this Offering and Ownership of Our Common Stock

Our corporate governance structure, including provisions in our certificate of incorporation and by-laws and Delaware law, may prevent
a change in control or management that stockholders may consider desirable.

Section 203 of the Delaware General Corporation Law and our certificate of incorporation and by-laws contain provisions that might enable
our management to resist a takeover of our company or discourage a third party from attempting to take over our company. These provisions
include:

+ a classified board of directors;

+ limitations on the removal of directors;

+ limitations on stockholder proposals at meetings of stockholders;

+ the inability of stockholders to act by written consent or to call special meetings; and

« the ability of our board of directors to designate the terms of and issue new series of preferred stock without stockholder approval.

In addition, Section 203 of the Delaware General Corporation Law imposes restrictions on our ability to engage in business combinations
and other specified transactions with significant stockholders. These provisions could have the effect of delaying, deferring or preventing a change
in control of us or a change in our management that stockholders may consider favorable or beneficial. These provisions could also discourage
proxy contests and make it more difficult for you and other stockholders to elect directors and take other corporate actions. These provisions
could also limit the price that investors might be willing to pay in the future for shares of our common stock.

We have two significant securityholders. If these securityholders choose to act together, they could exert substantial influence over our
business. In addition, in connection with any merger, consolidation or sale of all or substantially all of our assets, they would be entitled
to receive consideration in excess of their reported beneficial ownership of our common stock.

As of December 31, 2014, Baker Bros. Advisors LP, and certain of its affiliated funds, which we refer to collectively as Baker Brothers,
held 1,628,172 shares of our common stock, warrants to purchase up to 20,316,327 shares of our common stock at an exercise price of $0.47 per
share and pre-funded warrants to purchase up to 22,151,052 shares of our common stock at an exercise price of $0.01 per share. In addition, two
members of our board of directors are affiliates of Baker Brothers. Under the terms of the warrants and pre-funded warrants issued to Baker
Brothers, Baker Brothers is not permitted to exercise such warrants to the extent that such exercise would result in Baker Brothers
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(and its affiliates) beneficially owning more than 4.999% of the number of shares of our common stock outstanding immediately after giving effect
to the issuance of shares of common stock issuable upon exercise of such warrants. Baker Brothers has the right to increase this beneficial
ownership limitation in its discretion on 61 days’ prior written notice to us, provided that in no event is Baker Brothers permitted to exercise such
warrants to the extent that such exercise would result in Baker Brothers (and its affiliates) beneficially owning more than 19.99% of the number of
shares of our common stock outstanding or the combined voting power of our securities outstanding immediately after giving effect to the
issuance of shares of common stock issuable upon exercise of such warrants. After giving effect to the 4.99% beneficial ownership limitation
currently in effect with respect to the warrants and pre-funded warrants held by Baker Brothers, as of December 31, 2014, and based on the
securities held by Baker Brothers as of December 31, 2014, Baker Brothers beneficially owned 4.99% of our outstanding common stock. If the
warrants and pre-funded warrants held by Baker Brothers could be exercised without this limitation, then as of December 31, 2014, and based on
the securities held by Baker Brothers as of December 31, 2014, Baker Brothers would have beneficially owned 32.1% of our common stock (or
31.5% based on the assumed number of shares of common stock offered in this offering and assuming the purchase of all of the shares of
common stock that entities affiliated with Baker Brothers have indicated an interest in purchasing in this offering). On February 9, 2015, we
entered into a registration rights agreement with Baker Brothers, pursuant to which we are obligated to file a registration statement to register for
resale the shares of our common stock (including shares issuable upon the exercise of warrants) held by Baker Brothers.

As of December 31, 2014, entities affiliated with Pillar Invest Corporation, which we refer to collectively as the Pillar Investment Entities,
held 18,675,405 shares of our common stock and warrants to purchase up to 14,795,490 shares of our common stock at exercise prices ranging
from $0.47 per share to $1.46 per share. In addition, one member of our board of directors is an affiliate of the Pillar Investment Entities. The Pillar
Investment Entities are subject to contractual limitations that limit their ability to exercise any securities held by them that are exercisable into
shares of our common stock to the extent that such exercise would result in the Pillar Investment Entities (and their affiliates) beneficially owning
more than 19.99% of the number of shares of our common stock outstanding or the combined voting power of our securities outstanding
immediately after giving effect to the issuance of shares of common stock issuable upon exercise of such securities. After giving effect to the
19.99% beneficial ownership limitation currently in effect with respect to the securities held by the Pillar Investment Entities, as of December 31,
2014, the Pillar Investment Entities beneficially owned 19.99% of our outstanding common stock. If the warrants held by the Pillar Investment
Entities could be exercised without these limitations, then as of December 31, 2014, the Pillar Investment Entities would have beneficially owned
30.6% of our common stock (or 26.2% based on the assumed number of shares of common stock offered in this offering).

Although there are contractual limitations on the beneficial ownership of Baker Brothers and the Pillar Investment Entities, which we refer to
collectively as our significant securityholders, if our significant securityholders were to exercise their warrants for common stock and were to
choose to act together, they could be able to exert substantial influence over our business. This concentration of voting power could delay, defer
or prevent a change of control, entrench our management and the board of directors or delay or prevent a merger, consolidation, takeover or other
business combination involving us on terms that other stockholders may desire. In addition, conflicts of interest could arise in the future between
us, on the one hand, and either or both of our significant securityholders on the other hand, concerning potential competitive business activities,
business opportunities, the issuance of additional securities and other matters. Furthermore in the event of a sale of our company, whether by
merger, sale of all or substantially all of our assets or otherwise, our significant securityholders would be entitled to receive, with respect to each
share of common stock issuable upon exercise of the warrants then held by them and without regard to the beneficial ownership limitations
imposed on the conversion or exercise of such securities, the same amount and kind of securities, cash or property as
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they would have been entitled to receive if such securities had been converted into or exercised for shares of our common stock immediately prior
to such sale of our company. Because the significant securityholders would receive this sale consideration with respect to warrants not included in
their reported beneficial ownership of our common stock, in the event of a sale of our company, they would be entitled to receive a significantly
larger portion of the total proceeds distributable to the holders of our securities than is represented by their reported beneficial ownership of our
common stock.

Our stock price has been and may in the future be extremely volatile. In addition, because our common stock has historically been
traded at low volume levels, our investors’ ability to trade our common stock may be limited. As a result, investors may lose all or a
significant portion of their investment.

Our stock price has been volatile. During the period from January 1, 2013 to February 6, 2015, the closing sales price of our common stock
ranged from a high of $6.59 per share to a low of $0.46 per share. The stock market has also experienced periods of significant price and volume
fluctuations and the market prices of biotechnology companies in particular have been highly volatile, often for reasons that have been unrelated to
the operating performance of particular companies. The market price for our common stock may be influenced by many factors, including:

* our cash resources;

+ timing and results of nonclinical studies and clinical trials of our drug candidates or those of our competitors;
+ the regulatory status of our drug candidates;

« failure of any of our drug candidates, if approved, to achieve commercial success

+ the success of competitive products or technologies;

 regulatory developments in the United States and foreign countries;

* our success in entering into collaborative agreements;

« developments or disputes concerning patents or other proprietary rights;

+ the departure of key personnel;

+ our ability to maintain the listing of our common stock on The Nasdaqg Capital Market or an alternative national securities exchange;
 variations in our financial results or those of companies that are perceived to be similar to us;

» the terms of any financing consummated by us;

» changes in the structure of healthcare payment systems;

» market conditions in the pharmaceutical and biotechnology sectors and issuance of new or changed securities analysts’ reports or
recommendations; and

+ general economic, industry, and market conditions.

In addition, our common stock has historically been traded at low volume levels and may continue to trade at low volume levels. As a
result, any large purchase or sale of our common stock could have a significant impact on the price of our common stock and it may be difficult
for investors to sell our common stock in the market without depressing the market price for the common stock or at all.

As a result of the foregoing, investors may not be able to resell their shares at or above the price they paid for such shares. Investors in
our common stock must be willing to bear the risk of fluctuations in the price of our common stock and the risk that the value of their investment
in our stock could decline.
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You will experience immediate and substantial dilution in the net tangible book value per share of the common stock you purchase.

You will experience immediate and substantial dilution in the net tangible book value per share of the common stock you purchase in this
offering. The public offering price of our common stock and related warrants in this offering will be higher than the net tangible book value per share
of our outstanding common stock immediately after this offering. Based on an assumed public offering price of $4.02 per share, the last reported
sale price of our common stock on The Nasdaqg Capital Market on February 6, 2015, after deducting estimated underwriting discounts and
commissions and estimated offering expenses payable by us, our as adjusted net tangible book value as of September 30, 2014 would have been
approximately $122.9 million, or approximately $1.18 per share of our common stock. As a result, purchasers of securities in this offering will
experience immediate dilution of approximately $2.84 per share in net tangible book value of the common stock. If any shares of our common
stock are issued upon exercise of outstanding options or warrants, purchasers of securities in this offering would experience dilution.

See “Dilution” for a more detailed description of the dilution to new investors in the offering.

Our management will have broad discretion in the use of the net proceeds from this offering and may not use them effectively.

Our management will have broad discretion in the application of the net proceeds from this offering and our stockholders will not have the
opportunity as part of their investment decision to assess whether the net proceeds are being used appropriately. Because of the number and
variability of factors that will determine our use of the net proceeds from this offering, their ultimate use may vary substantially from their currently
intended use. The failure by our management to apply these funds effectively could harm our business. Pending their use, we may invest the net
proceeds from this offering in relatively short-term, interest-bearing, investment grade securities maturing within 18 months. These investments
may not yield a favorable return to our stockholders. See “Use of Proceeds” for a more detailed description of our proposed use of proceeds from
this offering. We have broad discretion in the use of the net proceeds from this offering and may not use them effectively.

Because we do not intend to pay dividends on our common stock, your returns will be limited to any increase in the value of our stock.

We have never declared or paid any cash dividends on our common stock. In addition, under the terms of our loan and security agreement
with Oxford Finance LLC, we are required to obtain the prior written consent of Oxford Finance LLC in order to declare or pay a cash dividend on
our common stock in an amount in excess of $500,000 in any fiscal year. We currently intend to retain all available funds and any future earnings
to support our operations and finance the growth and development of our business and do not anticipate declaring or paying any cash dividends on
our common stock for the foreseeable future. Any return to stockholders will therefore be limited to the appreciation of their stock, if any.
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FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying prospectus and the information incorporated or deemed to be incorporated by reference
herein or therein contain or incorporate by reference “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933,
as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange Act. All statements
contained or incorporated by reference herein regarding our strategy, future operations, collaborations, intellectual property, cash resources,
financial position, future revenues, projected costs, prospects, plans, and objectives of management, other than statements of historical fact, are
forward-looking statements. The words “believes,” “anticipates,” “estimates,” “plans,” “expects,” “intends,” “may,” “could,” “should,” “potential,”
“likely,” “projects,” “continue,” “will,” and “would” and similar expressions are intended to identify forward-looking statements, although not all
forward-looking statements contain these identifying words. We cannot guarantee that we actually will achieve the plans, intentions or expectations
expressed or implied in our forward-looking statements and you should not place undue reliance on our forward-looking statements. There are a
number of important factors that could cause actual results, levels of activity, performance or events to differ materially from those expressed or
implied in the forward-looking statements that we make. These important factors include those incorporated or deemed to be incorporated by
reference into this prospectus supplement and the accompanying prospectus. These factors and the other cautionary statements made in this
prospectus supplement, the accompanying prospectus and the documents incorporated or deemed to be incorporated by reference herein or
therein should be read as being applicable to all related forward-looking statements whenever they appear in this prospectus supplement, the
accompanying prospectus and the documents we incorporate and those that are deemed to be incorporated by reference herein or therein. In
addition, any forward-looking statements represent our estimates only as of the date of this prospectus supplement and should not be relied upon
as representing our views as of any date subsequent to the date of this prospectus supplement. We do not assume any obligation to update any
forward-looking statements. We disclaim any intention or obligation to update or revise any forward-looking statement, whether as a result of new
information, future events or otherwise.
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USE OF PROCEEDS

We estimate that the net proceeds to us from this offering, after deducting the estimated underwriting discounts and commissions and
estimated offering expenses payable by us, will be approximately $70.1 million, or approximately $80.7 million if the underwriters exercise their
option to purchase additional shares from us in full, in each case, based on an assumed public offering price of $4.02 per share, the last reported
sale price of our common stock on The Nasdaq Capital Market on February 6, 2015. See “Underwriting” for additional disclosure regarding
underwriting discounts and commissions and expense reimbursement.

As of September 30, 2014, we had cash and cash equivalents of approximately $58.3 million. As of December 31, 2014, we estimate that
we had cash, cash equivalents and investments of approximately $48.6 million. Our estimate of our cash, cash equivalents and investments as of
December 31, 2014 is an estimate prepared by management in good faith based upon internal reporting and expectations as of and for the three
months ended December 31, 2014. This estimate is preliminary, unaudited and may be revised as a result of management’s further review of our
results. We and our auditors have not completed the normal annual audit procedures as of and for the year ended December 31, 2014, and there
can be no assurance that our final results for this annual period will not differ from this estimate.

We intend to use the net proceeds to us from this offering, together with our existing cash, cash equivalents and investments, to advance
the clinical development of our TLR antagonists in our genetically defined B-cell lymphoma program and rare disease program, the development of
our TLR agonists in our immuno-oncology program and the development of our GSOs under our GSO program and for working capital and other
general corporate purposes.

This expected use of net proceeds represents our intentions based upon our current plans and business conditions. Our actual
expenditures may vary significantly depending on a number of factors, including the status of and results from nonclinical and clinical trials of our
drug candidates and the clinical trials that regulatory authorities require us to perform in order to obtain market approval.

We believe that our available funds following this offering will be sufficient to enable us to:

» complete our ongoing Phase 1/2 clinical trial of IMO-8400 in patients with Waldenstrom’s macroglobulinemia and our ongoing Phase 1/2
clinical trial of IMO-8400 in patients with DLBCL harboring the MYD88 L265P oncogenic mutation;

+ initiate two Phase 1/2 clinical trial involving either IMO-2055 or IMO-2125 in combination with a checkpoint inhibitor for selected oncology
targets and complete at least one of these trials;

+ initiate a Phase 2 clinical trial of IMO-8400 in patients with dermatomyositis and a Phase 1/2 clinical trial of IMO-8400 in patients with
DMD;

+ complete our ongoing Phase 1 clinical trial of IMO-9200 in healthy subjects; and

+ conduct disease model studies and begin IND-enabling development programs in each of the first two disease indications selected for
further development in our GSO program.

We expect that these funds will not be sufficient to enable us to conduct any other clinical development of our TLR drug candidates, or to
conduct any other development of our GSO technology. It is possible that we will not achieve the progress that we expect with respect to our TLR
drug candidates or our GSOs because the actual costs and timing of clinical development activities are difficult to predict and are subject to
substantial risks and delays.
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We cannot estimate the amount of net proceeds to be used for the purposes described above. We may find it necessary or advisable to
use the net proceeds for other purposes, and we will have broad discretion in the application of the net proceeds.

Pending use of the proceeds as described above, we intend to invest the proceeds in short- and long-term, interest-bearing, investment
grade securities.
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CAPITALIZATION

The following table sets forth our cash and cash equivalents and capitalization as of September 30, 2014, as follows:
* on an actual basis; and

« on an as adjusted basis to reflect our issuance and sale in this offering of $75,000,000 of shares of our common stock at an assumed
public offering price of $4.02 per share (the last reported sale price of our common stock on The Nasdaq Capital Market on February 6,
2015), after deducting estimated underwriting discounts and commissions and estimated offering expenses payable by.

You should read this table together with the section of this prospectus supplement entitled “Use of Proceeds” and with the financial
statements and related notes and the other information that we incorporated by reference into this prospectus supplement and the accompanying
prospectus, including our Annual Report on Form 10-K and Quarterly Reports on Form 10-Q that we file from time to time.

As of September 30,
2014
As
Actual Adjusted

(In thousands except per
share data)

Cash, cash equivalents and investments $ 58,280 $ 128,360

Note payable $ 863 $ 863
Stockholders’ equity:
Preferred stock, $0.01 par value, Authorized—35,000 shares:
Series E Convertible Preferred stock; 424 shares designated, issued and outstanding, actual and as
adjusted 5,528 5,528
Series A Convertible Preferred stock; 1,500 shares designated, 1 share issued and outstanding, actual
and as adjusted — —
Common stock, $0.001 par value; 280,000 shares authorized, 85,802 shares issued and outstanding, actual;

104,458 shares issued and outstanding, as adjusted 86 104
Additional paid-in capital 486,817 556,879
Accumulated deficit (439,608) (439,608)
Accumulated other comprehensive loss (2) (2)
Total stockholders’ equity 52,821 122,901
Total capitalization $ 53,684 $ 123,764

The table above excludes the following as of September 30, 2014:

* 11,675,250 shares of common stock issuable upon exercise of stock options outstanding as of September 30, 2014, at a weighted-
average exercise price of $3.53 per share;

+ 5,666,240 shares of common stock reserved as of September 30, 2014 for future issuance under our equity incentive plans;

* 1,926 shares of common stock reserved as of September 30, 2014 for issuance upon any conversion of our outstanding Series A
convertible preferred stock, or Series A preferred stock;

» 8,484,840 shares of common stock reserved as of September 30, 2014 for issuance upon any conversion of our outstanding Series E
convertible preferred stock, or Series E preferred stock;
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+ 36,036,417 shares of common stock issuable upon exercise of warrants outstanding as of September 30, 2014, at a weighted average
exercise price of $0.63 per share; and

+ 22,151,052 shares of common stock issuable upon exercise of pre-funded warrants outstanding as of September 30, 2014, at an
exercise price of $0.01 per share.

In December 2014, Pillar Pharmaceuticals Il, L.P. and Participations Besancon, the holders of our Series E preferred stock, converted all
of the shares of Series E preferred stock held by them into 8,484,840 shares of common stock in accordance with the terms of our Certificate of
Designations, Preferences and Rights of Series E Preferred Stock. Upon such conversion no shares of Series E preferred stock remained
outstanding. The information included in the table above, including the number of shares of our common stock to be outstanding after this offering,
does not give effect to the conversion of our Series E preferred stock. In addition, the information included in the table above reflects and
assumes no exercise of outstanding options or warrants since September 30, 2014.
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DIVIDEND POLICY

We have never declared or paid cash dividends on our common stock, and we do not expect to pay any cash dividends on our common
stock in the foreseeable future. Under the terms of our loan and security agreement with Oxford Finance LLC, we are required to obtain the prior
written consent of Oxford Finance LLC in order to declare or pay a cash dividend on our common stock in an amount in excess of $500,000 in any
fiscal year.
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DILUTION

Purchasers of the securities offered by this prospectus supplement and the accompanying prospectus will suffer immediate and substantial
dilution in the net tangible book value per share of our common stock. Dilution in net tangible book value per share represents the difference
between the amount per share paid by purchasers in this offering and the net tangible book value per share of our common stock immediately after
this offering.

Our historical net tangible book value as of September 30, 2014 was approximately $52.8 million, or $0.62 per share of our outstanding
common stock, based on 85,801,769 shares of common stock outstanding as of September 30, 2014.

Investors participating in this offering will incur immediate and significant dilution. After giving effect to the issuance and sale of $75.0
million of shares of our common stock at an assumed public offering price of $4.02 per share, the last reported sale price of our common stock on
The Nasdaq Capital Market on February 6, 2015, and after deducting estimated underwriting discounts and commissions and estimated offering
expenses payable by us, our as adjusted net tangible book value as of September 30, 2014 would have been approximately $122.9 million, or
approximately $1.18 per share of our common stock. This amount represents an immediate increase in net tangible book value of $0.56 per share
of our common stock to existing stockholders and an immediate dilution in net tangible book value of $2.84 per share of our common stock to
investors purchasing securities in this offering. The following table illustrates this dilution:

Assumed public offering price per share $4.02
Net tangible book value per share as of September 30, 2014 $0.62
Increase per share attributable to this offering $0.56
As adjusted net tangible book value per share as of September 30, 2014, after giving effect to this offering $1.18
Dilution per share to new investors participating in this offering $2.84

If the underwriters exercise their option to purchase additional shares the immediate dilution in net tangible book value per share to
investors in this offering would be $2.78 per share. If any shares of our common stock are issued upon exercise of outstanding options or
warrants, purchases of common stock in this offering would experience additional dilution.

The dilution information discussed above is illustrative only and will change based on the actual public offering price and other terms of this
offering determined at pricing. A $1.00 increase in the assumed offering price of $4.02 per share would increase our net tangible book value after
this offering by $17.5 million, the net tangible book value per share after this offering by $0.16 and the dilution per share to new investors by $0.84,
and a $1.00 decrease in the assumed offering price of $4.02 per share would decrease our net tangible book value after this offering by $17.5
million, the net tangible book value per share after this offering by $0.17 and the dilution per share to new investors by $0.83, in each case,
assuming the number of shares offered by us, based on an aggregate offering of $75.0 million of our common stock at an assumed public offering
price of $4.02 per share (the last reported sale price of our common stock on The Nasdaq Capital Market on February 6, 2015), remains the same,
and after deducting the estimated underwriting discounts and commissions and estimated offering expenses payable by us. We may also increase
or decrease the number of shares we are offering. An increase of one million in the number of shares offered by us would increase the as adjusted
net tangible book value by approximately $3.8 million, or $0.02 per share, and would decrease the dilution per share to new investors in this
offering by $0.02 per share, assuming that the assumed offering price remains the same, and after deducting the estimated underwriting discounts
and commissions and estimated offering expenses. Similarly, a decrease of one million shares in the number of shares offered by us would
decrease the as adjusted net tangible book value by approximately $3.8 million, or $0.03 per share, and would increase the dilution per share to
new investors in this offering by $0.03 per share, assuming that the assumed offering price remains the same, and after deducting the estimated
underwriting discounts and commissions and estimated offering expenses. The as adjusted information discussed above is illustrative only and
will adjust based on the actual price to the public and other terms of this offering determined at pricing.
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CERTAIN MATERIAL U.S. FEDERAL TAX CONSIDERATIONS

The following is a general discussion of certain material U.S. federal income and estate tax considerations applicable to non-U.S. holders
with respect to their ownership and disposition of shares of our common stock. This discussion is for general information only and is not tax
advice. Accordingly, all prospective non-U.S. holders of our common stock should consult their own tax advisors with respect to the U.S. federal,
state, local and non-U.S. tax consequences of the purchase, ownership and disposition of our common stock. For purposes of this discussion, a
non-U.S. holder means a beneficial owner of our common stock who is not for U.S. federal income tax purposes an individual, corporation (or other
entity treated as a corporation), estate or trust other than:

* an individual who is a citizen or resident of the United States;

+ a corporation, or other entity treated as a corporation for U.S. federal income tax purposes, created or organized in the United States or
under the laws of the United States or of any state thereof or the District of Columbia;

» an estate, the income of which is subject to U.S. federal income tax regardless of its source; or

» atrustif (1) a U.S. court is able to exercise primary supervision over the trust’s administration and one or more U.S. persons have the
authority to control all of the trust’s substantial decisions or (2) the trust has a valid election in effect under applicable U.S. Treasury
Regulations to be treated as a U.S. person.

This discussion is based on current provisions of the U.S. Internal Revenue Code of 1986, as amended, which we refer to as the Code,
existing and proposed U.S. Treasury Regulations promulgated thereunder, current administrative rulings and judicial decisions, all as in effect as of
the date of this prospectus supplement, all of which are subject to change or to differing interpretation, possibly with retroactive effect. Any change
could alter the tax consequences to non-U.S. holders described in this prospectus supplement. In addition, there can be no assurance that the
Internal Revenue Service, which we refer to as the IRS, will not challenge one or more of the tax consequences described herein. We assume in
this discussion that a non-U.S. holder holds shares of our common stock as a capital asset, generally property held for investment.

This discussion does not address all aspects of U.S. federal income and estate taxation that may be relevant to a particular non-U.S.
holder in light of that non-U.S. holder’s individual circumstances nor does it address the alternative minimum tax, the Medicare tax on net
investment income, or any aspects of U.S. state, local or non-U.S. taxes. This discussion also does not consider any specific facts or
circumstances that may apply to a non-U.S. holder and does not address the special tax rules applicable to particular non-U.S. holders, such as:

* insurance companies;

+ tax-exempt organizations;

« financial institutions;

» brokers or dealers in securities;

* regulated investment companies;

* pension plans;

+ controlled foreign corporations;

» passive foreign investment companies;

» owners that have elected to mark securities to market or that hold our common stock as part of a straddle, hedge, conversion
transaction, synthetic security or other integrated investment; and

» certain U.S. expatriates.
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In addition, this discussion does not address the tax treatment of partnerships or persons who hold our common stock through partnerships
or other entities that are pass-through entities for U.S. federal income tax purposes. A partner in a partnership or other pass-through entity that will
hold our common stock should consult his, her or its own tax advisor regarding the tax consequences of acquiring, holding and disposing of our
common stock through a partnership or other pass-through entity, as applicable.

Distributions on Our Common Stock

Distributions on our common stock generally will constitute dividends for U.S. federal income tax purposes to the extent paid from our
current or accumulated earnings and profits, as determined under U.S. federal income tax principles. If a distribution exceeds our current and
accumulated earnings and profits, the excess will be treated as a tax-free return of the non-U.S. holder's investment, up to such holder’s tax basis
in the common stock. Any remaining excess will be treated as capital gain, subject to the tax treatment described below in “Gain on Sale,
Exchange or Other Taxable Disposition of Our Common Stock.” Any such distributions will also be subject to the discussion below under the
section titled “Withholding and Information Reporting Requirements—FATCA.”

Dividends paid to a non-U.S. holder generally will be subject to withholding of U.S. federal income tax at a 30% rate or such lower rate as
may be specified by an applicable income tax treaty between the United States and such holder's country of residence. A non-U.S. holder of our
common stock who claims the benefit of an applicable income tax treaty between the United States and such holder's country of residence
generally will be required to provide a properly executed IRS Form W-8BEN or W-8BEN-E (or successor form) and satisfy applicable certification
and other requirements. A non-U.S. holder that is eligible for a reduced rate of U.S. withholding tax under an income tax treaty may obtain a refund
or credit of any excess amounts withheld by timely filing the required information with the IRS. Non-U.S. holders are urged to consult their tax
advisors regarding their entitlement to benefits under a relevant income tax treaty.

Dividends that are treated as effectively connected with a trade or business conducted by a non-U.S. holder within the United States and, if
an applicable income tax treaty so provides, that are attributable to a permanent establishment or a fixed base maintained by the non-U.S. holder
within the United States, are generally exempt from the 30% withholding tax if the non-U.S. holder satisfies applicable certification and disclosure
requirements. However, such U.S. effectively connected income, net of specified deductions and credits, is generally taxed at the same graduated
U.S. federal income tax rates applicable to United States persons (as defined in the Code). Any U.S. effectively connected income received by a
non-U.S. holder that is a corporation may also, under certain circumstances, be subject to an additional “branch profits tax” at a 30% rate or such
lower rate as may be specified by an applicable income tax treaty between the United States and such holder’s country of residence.

Gain on Sale, Exchange or Other Taxable Disposition of Our Common Stock

In general, a non-U.S. holder will not be subject to any U.S. federal income tax on any gain realized upon such holder’s sale, exchange or
other taxable disposition of shares of our common stock (including a redemption, but only if the redemption would be treated as a sale or exchange
rather than a distribution for United States federal income tax purposes) unless:

+ the gain is effectively connected with the non-U.S. holder’'s conduct of a U.S. trade or business and, if an applicable income tax treaty
so provides, is attributable to a permanent establishment or a fixed base maintained by such non-U.S. holder in the United States, in
which case the non-U.S. holder generally will be taxed at the graduated U.S. federal income tax rates applicable to United States
persons (as defined in the Code) and, if the non-U.S. holder is a foreign corporation, the branch profits tax described above in
“Distributions on Our Common Stock” also may apply;
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the non-U.S. holder is a nonresident alien individual who is present in the United States for 183 days or more in the taxable year of the
disposition and certain other conditions are met, in which case the non-U.S. holder will be subject to a 30% tax (or such lower rate as
may be specified by an applicable income tax treaty between the United States and such holder's country of residence) on the net gain
derived from the disposition, which may be offset by certain U.S. source capital losses of the non-U.S. holder, if any; or

we are, or have been, at any time during the five-year period preceding such disposition (or the non-U.S. holder’s holding period, if
shorter) a “U.S. real property holding corporation,” unless our common stock is regularly traded on an established securities market and
the non-U.S. holder holds no more than 5% of our outstanding common stock, directly or indirectly, during the shorter of the 5-year
period ending on the date of the disposition or the period that the non-U.S. holder held our common stock. If we are determined to be a
U.S. real property holding corporation and the foregoing exception does not apply, then a purchaser may withhold 10% of the proceeds
payable to a non-U.S. holder from a sale of our common stock and the non-U.S. holder generally will be taxed on its net gain derived
from the disposition at the graduated U.S. federal income tax rates applicable to United States persons (as defined in the Code).
Generally, a corporation is a U.S. real property holding corporation only if the fair market value of its U.S. real property interests equals
or exceeds 50% of the sum of the fair market value of its worldwide real property interests plus its other assets used or held for use in a
trade or business. Although there can be no assurance, we do not believe that we are, or have been, a U.S. real property holding
corporation, or that we are likely to become one in the future. No assurance can be provided that our common stock will be regularly
traded on an established securities market for purposes of the rules described above.

Backup Withholding and Information Reporting

We must report annually to the IRS and to each non-U.S. holder the gross amount of the distributions on our common stock paid to such
holder and the tax withheld, if any, with respect to such distributions. Non-U.S. holders may have to comply with specific certification procedures
to establish that the holder is not a United States person (as defined in the Code) in order to avoid backup withholding at the applicable rate with
respect to dividends on our common stock. Generally, a non-U.S. holder will comply with such procedures if it provides a properly executed IRS
Form W-8BEN or W-8BEN-E (or other applicable Form W-8) or otherwise meets documentary evidence requirements for establishing that it is a
non-U.S. holder, or otherwise establishes an exemption. Dividends paid to non-U.S. holders subject to withholding of U.S. federal income tax, as
described above in “Distributions on Our Common Stock,” generally will be exempt from U.S. backup withholding.

Information reporting and backup withholding will generally apply to the proceeds of a disposition of our common stock by a non-U.S. holder
effected by or through the U.S. office of any broker, U.S. or foreign, unless the holder certifies its status as a non-U.S. holder and satisfies certain
other requirements, or otherwise establishes an exemption. Generally, information reporting and backup withholding will not apply to a payment of
disposition proceeds to a non-U.S. holder where the transaction is effected outside the United States through a non-U.S. office of a broker.
However, for information reporting purposes, dispositions effected through a non-U.S. office of a broker with substantial U.S. ownership or
operations generally will be treated in a manner similar to dispositions effected through a U.S. office of a broker. Non-U.S. holders should consult
their own tax advisors regarding the application of the information reporting and backup withholding rules to them.
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Copies of information returns may be made available to the tax authorities of the country in which the non-U.S. holder resides or is
incorporated under the provisions of a specific treaty or agreement.

Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules from a payment to a non-U.S. holder
can be refunded or credited against the non-U.S. holder's U.S. federal income tax liability, if any, provided that an appropriate claim is timely filed
with the IRS.

Withholding and Information Reporting Requirements—FATCA

Sections 1471 to 1474 of the Code (referred to as the Foreign Account Tax Compliance Act, or FATCA) generally impose a U.S. federal
withholding tax at a rate of 30% on payments of dividends on, and gross proceeds from the sale or other disposition of, our common stock paid to
certain foreign entities, unless (i) if the foreign entity is a “foreign financial institution,” such foreign entity undertakes certain due diligence,
reporting, withholding, and certification obligations, (ii) if the foreign entity is not a “foreign financial institution,” such foreign entity identifies certain
of its U.S. investors, if any, or (iii) the foreign entity is otherwise exempt under FATCA. Under applicable U.S. Treasury Regulations, withholding
under FATCA generally applies (1) to payments of dividends on our common stock and (2) to payments gross proceeds from a sale or other
disposition of our common stock made after December 31, 2016. Non-U.S. rules that implement intergovernmental agreements between the United
States and other countries in which a non-U.S. holder or intermediary is located may modify the FATCA rules described above. Non-U.S. holders
should consult their own tax advisors regarding the possible implications of FATCA (or non-U.S. rules that implement intergovernmental
agreements) on non-U.S. holders’ investment in our common stock and the entities (including financial intermediaries) through which they hold our
common stock, including, without limitation, the process and deadlines for meeting the applicable requirements to prevent the imposition of the
30% withholding tax under FATCA.

U.S. Federal Estate Tax

Shares of our common stock that are owned or treated as owned at the time of death by an individual who is not a citizen or resident of the
United States, as specifically defined for U.S. federal estate tax purposes, are considered U.S. situs assets and will be included in the individual's
gross estate for U.S. federal estate tax purposes. Such shares, therefore, may be subject to U.S. federal estate tax, unless an applicable estate
tax or other treaty provides otherwise.

The preceding discussion of material U.S. federal tax considerations is for general information only. It is not tax advice.
Prospective investors should consult their own tax advisors regarding the particular U.S. federal, state, local, and non-U.S. tax
consequences of purchasing, owning, and disposing of our common stock, including the consequences of any proposed changes in
applicable laws.

S-51



Table of Contents

UNDERWRITING

We and the underwriters named below have entered into an underwriting agreement with respect to the shares being offered. Subject to
certain conditions, each underwriter has severally agreed to purchase the number of shares indicated in the following table. Goldman, Sachs & Co.
and J.P. Morgan Securities LLC are the representatives of the underwriters.

Number of
Underwriters Shares

Goldman, Sachs & Co.
J.P. Morgan Securities LLC

Total

The underwriters are committed to take and pay for all of the shares being offered, if any are taken, other than the shares covered by the
option described below unless and until this option is exercised.

The underwriters have an option to buy up to an additional 2,798,507 shares (based on an assumed public offering price of $4.02 per share,
the last reported sale price of our common stock on The Nasdaq Capital Market on February 6, 2015) from us to cover sales by the underwriters of
a greater number of shares than the total number set forth in the table above. They may exercise that option for 30 days. If any shares are
purchased pursuant to this option, the underwriters will severally purchase shares in approximately the same proportion as set forth in the table
above.

The following tables show the per share and total underwriting discounts and commissions to be paid to the underwriters by us. Such
amounts are shown assuming both no exercise and full exercise of the underwriters’ option to purchase 2,798,507 additional shares.

No Exercise Full Exercise
Per Share $ $
Total $ $

Shares sold by the underwriters to the public will initially be offered at the initial public offering price set forth on the cover of this
prospectus. Any shares sold by the underwriters to securities dealers may be sold at a discount of up to $ per share from the initial public
offering price. After the initial offering of the shares, the representatives may change the offering price and the other selling terms. The offering of
the shares by the underwriters is subject to receipt and acceptance and subject to the underwriters’ right to reject any order in whole or in part.

We, our officers and directors and the Pillar Investment Entities have agreed with the underwriters, subject to certain exceptions (including
an exception for any of our securities issued in connection with a joint venture or collaboration or other strategic or commercial relationship, in an
amount not to equal or exceed 5% of the number of shares of our common stock outstanding immediately following this offering), not to dispose of
or hedge any of their common stock or securities convertible into or exchangeable for shares of common stock during the period from the date of
this prospectus supplement continuing through the date 90 days after the date of this prospectus supplement, except with the prior written consent
of the representatives. Notwithstanding the foregoing, if (1) during the last 17 days of the 90-day restricted period, we issue an earnings release or
material news or a material event relating to our company occurs; or (2) prior to the expiration of the 90-day restricted period, we announce that we
will release earnings results during the 16-day period beginning on the last day of the 90-day period, the restrictions described above shall continue
to apply until the expiration of the 18-day period beginning on the issuance of the earnings release or the occurrence of the material news or
material event. This agreement does not apply to any existing employee benefit plans.
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In connection with the offering, the underwriters may purchase and sell shares of common stock in the open market. These transactions
may include short sales, stabilizing transactions and purchases to cover positions created by short sales. Short sales involve the sale by the
underwriters of a greater number of shares than they are required to purchase in the offering, and a short position represents the amount of such
sales that have not been covered by subsequent purchases. A “covered short position” is a short position that is not greater than the amount of
additional shares for which the underwriters’ option described above may be exercised. The underwriters may cover any covered short position by
either exercising their option to purchase additional shares or purchasing shares in the open market. In determining the source of shares to cover
the covered short position, the underwriters will consider, among other things, the price of shares available for purchase in the open market as
compared to the price at which they may purchase additional shares pursuant to the option described above. “Naked” short sales are any short
sales that create a short position greater than the amount of additional shares for which the option described above may be exercised. The
underwriters must cover any such naked short position by purchasing shares in the open market. A naked short position is more likely to be
created if the underwriters are concerned that there may be downward pressure on the price of the common stock in the open market after pricing
that could adversely affect investors who purchase in the offering. Stabilizing transactions consist of various bids for or purchases of common
stock made by the underwriters in the open market prior to the completion of the offering.

The underwriters may also impose a penalty bid. This occurs when a particular underwriter repays to the underwriters a portion of the
underwriting discount received by it because the representatives have repurchased shares sold by or for the account of such underwriter in
stabilizing or short covering transactions.

Purchases to cover a short position and stabilizing transactions, as well as other purchases by the underwriters for their own accounts,
may have the effect of preventing or retarding a decline in the market price of the our stock, and together with the imposition of the penalty bid,
may stabilize, maintain or otherwise affect the market price of the common stock. As a result, the price of the common stock may be higher than
the price that otherwise might exist in the open market. The underwriters are not required to engage in these activities and may end any of these
activities at any time. These transactions may be effected on The Nasdaq Capital Market, in the over-the-counter market or otherwise.

A prospectus in electronic format may be made available on the web sites maintained by one or more underwriters, or selling group
members, if any, participating in the offering. The underwriters may agree to allocate a number of shares to underwriters and selling group
members for sale to their online brokerage account holders. Internet distributions will be allocated by the representatives to underwriters and selling
group members that may make Internet distributions on the same basis as other allocations.

Other than in the United States, no action has been taken by us or the underwriters that would permit a public offering of the securities
offered by this prospectus in any jurisdiction where action for that purpose is required. The securities offered by this prospectus may not be offered
or sold, directly or indirectly, nor may this prospectus or any other offering material or advertisements in connection with the offer and sale of any
such securities be distributed or published in any jurisdiction, except under circumstances that will result in compliance with the applicable rules
and regulations of that jurisdiction. Persons into whose possession this prospectus comes are advised to inform themselves about and to observe
any restrictions relating to the offering and the distribution of this prospectus. This prospectus does not constitute an offer to sell or a solicitation
of an offer to buy any securities offered by this prospectus in any jurisdiction in which such an offer or a solicitation is unlawful.

We estimate that our share of the total expenses of the offering, excluding estimated underwriting discounts and commissions, will be
approximately $420,000.
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We have agreed to indemnify the several underwriters against certain liabilities, including liabilities under the Securities Act of 1933.

The underwriters and their respective affiliates are full service financial institutions engaged in various activities, which may include sales
and trading, commercial and investment banking, advisory, investment management, investment research, principal investment, hedging, market
making, brokerage and other financial and non-financial activities and services. Certain of the underwriters and their respective affiliates have
provided, and may in the future provide, a variety of these services to the issuer and to persons and entities with relationships with the issuer, for
which they received or will receive customary fees and expenses.

In the ordinary course of their various business activities, the underwriters and their respective affiliates, officers, directors and employees
may purchase, sell or hold a broad array of investments and actively trade securities, derivatives, loans, commodities, currencies, credit default
swaps and other financial instruments for their own account and for the accounts of their customers, and such investment and trading activities
may involve or relate to assets, securities and/or instruments of the issuer (directly, as collateral securing other obligations or otherwise) and/or
persons and entities with relationships with the issuer. The underwriters and their respective affiliates may also communicate independent
investment recommendations, market color or trading ideas and/or publish or express independent research views in respect of such assets,
securities or instruments and may at any time hold, or recommend to clients that they should acquire, long and/or short positions in such assets,
securities and instruments.

European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive (each, a Relevant
Member State), an offer of shares to the public may not be made in that Relevant Member State, except that an offer of shares to the public may
be made at any time under the following exemptions under the Prospectus Directive, if they have been implemented in that Relevant Member
State:

(a) to any legal entity which is a qualified investor as defined in the Prospectus Directive;

(b) to fewer than 100 or, if the Relevant Member State has implemented the relevant provisions of the 2010 Amending Directive, 150, natural
or legal persons (other than qualified investors as defined in the Prospectus Directive) subject to obtaining the prior consent of the
representatives for any such offer; or

(c) in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of shares shall result in a requirement for the publication of a prospectus pursuant to Article 3 of the Prospectus
Directive or any measure implementing the Prospectus Directive in a Relevant Member State and each person who initially acquires any shares
or to whom an offer is made will be deemed to have represented, warranted and agreed to and with the underwriters that it is a qualified investor
within the meaning of the law in that Relevant Member State implementing Article 2(1)(e) of the Prospectus Directive.

For the purposes of this provision, the expression an “offer of shares to the public” in relation to any shares in any Relevant Member State
means the communication in any form and by any means of sufficient information on the terms of the offer and the shares to be offered so as to
enable an investor to decide to purchase or subscribe the shares, as the same may be varied in that Relevant Member State by any measure
implementing the Prospectus Directive in that Relevant Member State, the expression Prospectus Directive means Directive 2003/71/EC (and
amendments thereto, including the 2010 PD Amending Directive, to the extent implemented in the Relevant Member State) and includes any
relevant implementing measure in each Relevant Member State.

In the case of any shares being offered to a financial intermediary as that term is used in Article 3(2) of the Prospectus Directive, such
financial intermediary will also be deemed to have represented,
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acknowledged and agreed that the shares acquired by it in the offer have not been acquired on a non-discretionary basis on behalf of, nor have
they been acquired with a view to their offer or resale to, persons in circumstances which may give rise to an offer of shares to the public other
than their offer or resale in a Relevant Member State to qualified investors as so defined or in circumstances in which the prior consent of the
underwriters has been obtained to each such proposed offer or resale.

In the United Kingdom, this prospectus is only addressed to and directed as qualified investors who are (i) investment professionals falling
within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the Order); or (ii) high net worth entities and
other persons to whom it may lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order (all such persons together being referred
to as “relevant persons”). Any investment or investment activity to which this prospectus relates is available only to relevant persons and will only
be engaged with relevant persons. Any person who is not a relevant person should not act or relay on this prospectus or any of its contents.

Switzerland

The shares may not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange, or the SIX, or on any other stock
exchange or regulated trading facility in Switzerland. This document has been prepared without regard to the disclosure standards for issuance
prospectuses under art. 652a or art. 1156 of the Swiss Code of Obligations or the disclosure standards for listing prospectuses under art. 27 ff. of
the SIX Listing Rules or the listing rules of any other stock exchange or regulated trading facility in Switzerland. Neither this prospectus
supplement nor any other offering or marketing material relating to the shares or the offering may be publicly distributed or otherwise made publicly
available in Switzerland.

Neither this prospectus supplement nor any other offering or marketing material relating to the offering, our company, the shares have been
or will be filed with or approved by any Swiss regulatory authority. In particular, this document will not be filed with, and the offer of shares will not
be supervised by, the Swiss Financial Market Supervisory Authority FINMA, and the offer of shares has not been and will not be authorized under
the Swiss Federal Act on Collective Investment Schemes, or the CISA. The investor protection afforded to acquirers of interests in collective
investment schemes under the CISA does not extend to acquirers of shares.

Hong Kong

The shares may not be offered or sold in Hong Kong by means of any document other than (i) in circumstances which do not constitute an
offer to the public within the meaning of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong)
(“Companies (Winding Up and Miscellaneous Provisions) Ordinance”) or which do not constitute an invitation to the public within the meaning of the
Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) (“Securities and Futures Ordinance”), or (ii) to “professional investors” as
defined in the Securities and Futures Ordinance and any rules made thereunder, or (iii) in other circumstances which do not result in the document
being a “prospectus” as defined in the Companies (Winding Up and Miscellaneous Provisions) Ordinance, and no advertisement, invitation or
document relating to the shares may be issued or may be in the possession of any person for the purpose of issue (in each case whether in Hong
Kong or elsewhere), which is directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong (except if
permitted to do so under the securities laws of Hong Kong) other than with respect to shares which are or are intended to be disposed of only to
persons outside Hong Kong or only to “professional investors” in Hong Kong as defined in the Securities and Futures Ordinance and any rules
made thereunder.
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Singapore

This prospectus has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this prospectus and any
other document or material in connection with the offer or sale, or invitation for subscription or purchase, of the shares may not be circulated or
distributed, nor may the shares be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or
indirectly, to persons in Singapore other than (i) to an institutional investor (as defined under Section 4A of the Securities and Futures Act, Chapter
289 of Singapore (the “SFA”)) under Section 274 of the SFA, (ii) to a relevant person (as defined in Section 275(2) of the SFA) pursuant to
Section 275(1) of the SFA, or any person pursuant to Section 275(1A) of the SFA, and in accordance with the conditions specified in Section 275
of the SFA or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA, in each case subject
to conditions set forth in the SFA.

Where the shares are subscribed or purchased under Section 275 of the SFA by a relevant person which is a corporation (which is not an
accredited investor (as defined in Section 4A of the SFA)) the sole business of which is to hold investments and the entire share capital of which
is owned by one or more individuals, each of whom is an accredited investor, the securities (as defined in Section 239(1) of the SFA) of that
corporation shall not be transferable for 6 months after that corporation has acquired the shares under Section 275 of the SFA except: (1) to an
institutional investor under Section 274 of the SFA or to a relevant person (as defined in Section 275(2) of the SFA), (2) where such transfer arises
from an offer in that corporation’s securities pursuant to Section 275(1A) of the SFA, (3) where no consideration is or will be given for the transfer,
(4) where the transfer is by operation of law, (5) as specified in Section 276(7) of the SFA, or (6) as specified in Regulation 32 of the Securities and
Futures (Offers of Investments) (Shares and Debentures) Regulations 2005 of Singapore (“Regulation 32”).

Where the shares are subscribed or purchased under Section 275 of the SFA by a relevant person which is a trust (where the trustee is not
an accredited investor (as defined in Section 4A of the SFA)) whose sole purpose is to hold investments and each beneficiary of the trust is an
accredited investor, the beneficiaries’ rights and interest (howsoever described) in that trust shall not be transferable for 6 months after that trust
has acquired the shares under Section 275 of the SFA except: (1) to an institutional investor under Section 274 of the SFA or to a relevant person
(as defined in Section 275(2) of the SFA), (2) where such transfer arises from an offer that is made on terms that such rights or interest are
acquired at a consideration of not less than S$200,000 (or its equivalent in a foreign currency) for each transaction (whether such amount is to be
paid for in cash or by exchange of securities or other assets), (3) where no consideration is or will be given for the transfer, (4) where the transfer is
by operation of law, (5) as specified in Section 276(7) of the SFA, or (6) as specified in Regulation 32.

Japan

The securities have not been and will not be registered under the Financial Instruments and Exchange Act of Japan (Act No. 25 of 1948, as
amended), or the FIEA. The securities may not be offered or sold, directly or indirectly, in Japan or to or for the benefit of any resident of Japan
(including any person resident in Japan or any corporation or other entity organized under the laws of Japan) or to others for reoffering or resale,
directly or indirectly, in Japan or to or for the benefit of any resident of Japan, except pursuant to an exemption from the registration requirements
of the FIEA and otherwise in compliance with any relevant laws and regulations of Japan.
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LEGAL MATTERS

The validity of the securities offered hereby will be passed upon for us by Wilmer Cutler Pickering Hale and Dorr LLP, Boston,
Massachusetts. The underwriters are being represented in connection with this offering by Ropes & Gray LLP, Boston, Massachusetts.

EXPERTS

Emst & Young LLP, our independent registered public accounting firm, has audited our financial statements included in our Annual Report
on Form 10-K for the year ended December 31, 2013, as set forth in their report, which is incorporated by reference in this prospectus supplement
and the accompanying prospectus. Our financial statements are incorporated by reference in reliance on Emst & Young LLP’s report, given on
their authority as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the Securities Exchange Commission, or SEC.
Our SEC filings are available to the public over the Internet at the SEC’s website at www.sec.gov. Copies of certain information filed by us with the
SEC are also available on our website at www.iderapharma.com. Our website is not a part of this prospectus supplement and is not incorporated
by reference into this prospectus supplement. You may also read and copy any document we file at the SEC’s Public Reference Room, 100 F
Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the operation of the Public Reference
Room.

This prospectus supplement and the accompanying prospectus omit some information contained in our registration statement in
accordance with SEC rules and regulations. You should review the information contained in and exhibits filed to the registration statement for
further information on us and the securities we are offering. Statements in this prospectus supplement and the accompanying prospectus
concerning any document we filed as an exhibit to the registration statement or that we otherwise filed with the SEC are not intended to be
comprehensive and are qualified by reference to those filings. You should review the complete document to evaluate these statements.
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INCORPORATION BY REFERENCE

The SEC allows us to incorporate by reference into this prospectus supplement much of the information we file with the SEC, which means
that we can disclose important information to you by referring you to those publicly available documents. The information that we incorporate by
reference into this prospectus supplement is considered to be part of this prospectus supplement. Because we are incorporating by reference
future filings with the SEC, this prospectus supplement is continually updated and those future filings may modify or supersede some of the
information included or incorporated in this prospectus supplement. This means that you must look at all of the SEC filings that we incorporate by
reference to determine if any of the statements in this prospectus supplement or in any document previously incorporated by reference have been
modified or superseded. This prospectus supplement incorporates by reference the documents listed below (File No. 001-31918) and any future
filings we make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act (in each case, other than those documents or the
portions of those documents not deemed to be filed) until the offering of the securities under the registration statement of which this prospectus
supplement forms a part is terminated or completed:

* Annual Report on Form 10-K for the fiscal year ended December 31, 2013;
* Quarterly Reports on Form 10-Q for the fiscal quarters ended March 31, 2014, June 30, 2014 and September 30, 2014;

* Current Reports on Form 8-K filed March 14, 2014, May 13, 2014, June 13, 2014, December 1, 2014, December 12, 2014, December 15,
2014, December 17, 2014 and February 9, 2015;

* Amendment to Current Report on Form 8-K/A filed on December 15, 2014; and

* The descriptions of our capital stock contained in our Registration Statement on Form 8-A filed December 4, 2003, as amended on
August 17, 2007 and as further amended on December 7, 2007, including any amendments or reports filed for the purpose of updating
such description.

You may request a copy of these filings, at no cost, by writing or telephoning us at the following address or phone number:

167 Sidney Street
Cambridge, Massachusetts 02139
Attn: Investor Relations
Phone: (617) 679-5500
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PROSPECTUS

$200,000,000

Idera Pharmaceuticals, Inc.

Common Stock
Preferred Stock
Depositary Shares
Warrants

We may offer and sell securities from time to time in one or more offerings of up to $200,000,000 in aggregate offering price. This prospectus describes
the general terms of these securities and the general manner in which these securities will be offered. We will provide the specific terms of these securities in
supplements to this prospectus. The prospectus supplements will also describe the specific manner in which these securities will be offered and may also
supplement, update or amend information contained in this document. You should read this prospectus and any applicable prospectus supplement before you
invest.

We may offer these securities in amounts, at prices and on terms determined at the time of offering. The securities may be sold directly to you, through
agents, or through underwriters and dealers. If agents, underwriters or dealers are used to sell the securities, we will name them and describe their

compensation in a prospectus supplement.

Our common stock trades on the Nasdaq Capital Market under the symbol “IDRA.”

Investing in these securities involves significant risks. See “Risk Factors” included in any accompanying prospectus
supplement and in the documents incorporated by reference in this prospectus for a discussion of the factors you should
carefully consider before deciding to purchase these securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or passed
upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

The date of this prospectus is May 12,2014
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, which we refer to as the SEC,
utilizing a “shelf” registration process. Under this shelf registration process, we may from time to time sell any combination of the securities described in this
prospectus in one or more offerings for an aggregate offering price of up to $200,000,000.

This prospectus provides you with a general description of the securities we may offer. Each time we sell securities, we will provide one or more
prospectus supplements that will contain specific information about the terms of the offering. The prospectus supplement may also add, update or change
information contained in this prospectus. You should read both this prospectus and the accompanying prospectus supplement together with the additional
information described under the heading “Where You Can Find More Information” beginning on page 1 of this prospectus.

You should rely only on the information contained in or incorporated by reference in this prospectus, any accompanying prospectus supplement
or in any related free writing prospectus filed by us with the SEC. We have not authorized anyone to provide you with different information. This prospectus
and any accompanying prospectus supplement do not constitute an offer to sell or the solicitation of an offer to buy any securities other than the securities
described in this prospectus or such accompanying prospectus supplement or an offer to sell or the solicitation of an offer to buy such securities in any
circumstances in which such offer or solicitation is unlawful. You should assume that the information appearing in this prospectus, any prospectus
supplement, the documents incorporated by reference and any related free writing prospectus is accurate only as of their respective dates. Our business,
financial condition, results of operations and prospects may have changed materially since those dates.

Unless the context otherwise indicates, references in this prospectus to “we,”
Delaware corporation.

our,” and “us” refer, collectively, to Idera Pharmaceuticals, Inc., a

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. Our SEC filings are available to the public
over the Internet at the SEC’s website at http://www.sec.gov. Copies of certain information filed by us with the SEC are also available on our website at
http://www.iderapharma.com. Our website is not a part of this prospectus and is not incorporated by reference in this prospectus. You may also read and copy
any document we file at the SEC’s Public Reference Room, 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further
information on the operation of the Public Reference Room.
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This prospectus is part of a registration statement we filed with the SEC. This prospectus omits some information contained in the registration
statement in accordance with SEC rules and regulations. You should review the information and exhibits in the registration statement for further information
about us and the securities we are offering. Statements in this prospectus concerning any document we filed as an exhibit to the registration statement or that
we otherwise filed with the SEC are not intended to be comprehensive and are qualified by reference to these filings. You should review the complete
document to evaluate these statements.

INCORPORATION BY REFERENCE

The SEC allows us to incorporate by reference in this prospectus much of the information we file with the SEC, which means that we can disclose
important information to you by referring you to those publicly available documents. The information that we incorporate by reference in this prospectus is
considered to be part of this prospectus. Because we are incorporating by reference future filings with the SEC, this prospectus is continually updated and
those future filings may modify or supersede some of the information included or incorporated in this prospectus. This means that you must look at all of the
SEC filings that we incorporate by reference to determine if any of the statements in this prospectus or in any document previously incorporated by reference
have been modified or superseded. This prospectus incorporates by reference the documents listed below (File No. 001-31918) and any future filings we
make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934, as amended, or the Exchange Act (in each case, other than
those documents or the portions of those documents not deemed to be filed) between the date of the initial registration statement and the effectiveness of the
registration statement and following the effectiveness of the registration statement until the offering of the securities under the registration statement is
terminated or completed:

*  Annual Report on Form 10-K for the fiscal year ended December 31,2013;
*  Quarterly Report on Form 10-Q for the fiscal quarter ended March 31,2014;
*  Current Reports on Form 8-K filed on January 9, 2014, February 5,2014, February 7,2014, and March 14,2014; and

. The description of our common stock contained in our Registration Statement on Form 8-A filed on December 4,2003, as amended on August 17,2007
and as further amended on December 7, 2007, including any amendments or reports filed for the purpose of updating such description.

You may request a copy of these filings, at no cost, by writing or telephoning us at the following address or telephone number:

167 Sidney Street
Cambridge, Massachusetts 02139
Attn: Investor Relations
Phone: (617) 679-5500

FORWARD-LOOKING STATEMENTS

This prospectus and the information incorporated by reference in this prospectus include “forward-looking statements” within the meaning of
Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the
Exchange Act. All statements, other than statements of historical fact, included or incorporated by reference herein regarding our strategy, future operations,
collaborations, intellectual property, cash resources, financial position, future revenues, projected costs, prospects, plans, and objectives of management are
forward-looking statements. The words “believes,” “anticipates,” “estimates,” “plans,” 79 ” “may,” “could,” “should,” “potential,” “likely,”

2 2

expects,” “intends,
“projects,” “continue,” “will,” “would” and similar expressions are intended to identify forward-looking statements, although not all forward-looking
statements contain these identifying words. We cannot guarantee that we actually will achieve the plans, intentions or expectations disclosed in our forward-
looking statements and you should not place undue reliance on our forward-looking statements. You are cautioned that these forward-looking statements are
only predictions and are subject to risks, uncertainties and assumptions that are referenced in the section of any accompanying prospectus supplement
entitled “Risk Factors.” You should also carefully review the risk factors and cautionary statements described in the other documents we file from time to
time with the SEC, specifically our most recent Annual Report on Form 10-K, our Quarterly Reports on Form 10-Q and our Current Reports on Form 8-K. We
do not assume any obligation to update any forward-looking statements. We disclaim any intention or obligation to update or revise any forward-looking
statement, whether as a result of new information, future events or otherwise.
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IDERA PHARMACEUTICALS, INC.

We are a clinical stage biotechnology company advancing drug candidates for the treatment of certain genetically defined forms of B-cell
lymphoma and for the treatment of autoimmune diseases. These drug candidates are designed to inhibit over-activation of specific Toll-like receptors, or
TLRs. In addition to our TLR program, we have initiated a research program employing our gene silencing oligonucleotides, or GSOs, to inhibit the
production of disease-associated proteins by targeting RNA.

Our lead drug candidate in our TLR program is IMO-8400, an antagonist of TLR7, TLR8, and TLR9. A TLR antagonist is a compound that
blocks activation of an immune response through the targeted TLR. IMO-8400 is in development for the treatment of certain genetically defined forms of B-
cell lymphoma and for the treatment of selected orphan autoimmune diseases.

Our business strategy is to develop IMO-8400 and other TLR antagonist candidates for the treatment of certain genetically defined forms of B-
cell lymphomas and for the treatment of orphan autoimmune diseases with unmet medical needs. In addition, we may seek to enter into collaborative
alliances with pharmaceutical companies to advance our TLR antagonist candidates in broader autoimmune disease indications, such as psoriasis, lupus, and
arthritis.

We have created our GSOs to inhibit the expression of disease-associated proteins by targeting RNA. Based on evaluations of GSOs targeted to
disease-associated RNA in preclinical models, we believe our GSO technology has the potential to overcome several of the hurdles of antisense and RNA
interference technologies. We are currently undertaking an analysis of priority disease indications for development of drug candidates from our GSO
technology. Our key considerations in identifying disease indications in our GSO program are: strong evidence that the disease is caused by a specific
protein; clear criteria to identify a target patient population; biomarkers for early assessment of clinical proof-of-concept; a targeted therapeutic mechanism
for action; and unmet medical need to allow for a rapid development path to approval. We expect to identify the first two disease indications to be targeted in
our GSO program in the second half of 2014, with the goal of initiating disease model studies and an IND-enabling development program in the first half of
2015. Based on this timeline, we could initiate proof-of-concept clinical trials for the first two disease indications as early as the second halfof2015.

Our business strategy for our GSO program is focused on the further development of our GSO technology. We may seek to enter into
collaborative alliances with pharmaceutical companies with respect to applications of our GSO technology program.

Our principal executive offices are located at 167 Sidney Street, Cambridge, Massachusetts 02139, and our telephone number is (617) 679-5500.
RATIOS OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED
STOCK DIVIDENDS

The following table sets forth our ratio of earnings to combined fixed charges and preferred stock dividends and any deficiency of earnings for
each of'the periods indicated. You should read this table in conjunction with the financial statements and notes incorporated by reference in this prospectus.

Three Months

Ended Fiscal Year Ended
March 31, December 31, December 31, December 31, December 31, December 31,
(In thousands) 2014 2013 2012 2011 2010 2009
Ratios of earnings to combined fixed charges and
preferred stock dividends — — — — — 16.2x
Deficiency of earnings to combined fixed charges and
preferred stock dividends $  (9,080) $ (19,341) $ (19,950) $ (23,879) $ (17,963) —

For purposes of calculating the ratio of earnings to combined fixed charges and preferred stock dividends, as well as any deficiency of earnings,
earnings consist of the sum of income (loss) from continuing operations before income taxes and fixed charges which consist of interest costs and that portion
ofrental expense that is representative of the interest factor which is one third. Preferred stock dividends are equal to the amount of pre-tax income required
to cover dividends paid on our preferred stock.
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USE OF PROCEEDS

We intend to use the net proceeds from the sale of any securities offered under this prospectus for general corporate purposes unless otherwise
indicated in the applicable prospectus supplement. General corporate purposes may include research and development costs, the acquisition or licensing of
complementary products, technologies or businesses, working capital and capital expenditures. We may temporarily invest the net proceeds in investment-
grade, interest-bearing securities until they are used for their stated purpose. We have not determined the amount of net proceeds to be used specifically for
such purposes. As a result, management will retain broad discretion over the allocation of net proceeds.

DESCRIPTION OF CAPITAL STOCK

We may offer shares of our common stock and preferred stock pursuant to this prospectus. The following description of our common stock and
our Series E preferred stock is intended as a summary only and therefore is not complete. This description is based upon, and is qualified by reference to, our
certificate of incorporation and our bylaws, each as amended from time to time, and by applicable provisions of Delaware corporate law. You should read our
certificate of incorporation and bylaws, which are filed as exhibits to the registration statement of which this prospectus forms a part, for the provisions that
are important to you.

Common Stock

We are authorized to issue 280,000,000 shares of common stock, $0.001 par value per share. As of April 30,2014, there were 82,442,460 shares
of common stock outstanding.

Annual Meeting. Annual meetings of our stockholders are held on the date designated in accordance with our bylaws. Written notice must be
mailed to each stockholder entitled to vote not less than ten nor more than 60 days before the date of the meeting. The presence in person or by proxy of the
holders of record of a majority of our issued and outstanding shares entitled to vote at such meeting constitutes a quorum for the transaction of business at
meetings of the stockholders. Special meetings of the stockholders may be called for any purpose by the board of directors, the chief executive officer or our
president.

Voting Rights. For all matters submitted to a vote of stockholders, each holder of common stock is entitled to one vote for each share held. Our
common stock does not have cumulative voting rights.

Dividends. If our board of directors declares a dividend, holders of common stock will receive payments from our funds that are legally available
to pay dividends. However, this dividend right is subject to any preferential dividend rights that we have granted or may grant with respect to our preferred
stock, including the preferential dividend rights that we have granted to the holders of our Series E preferred stock as described elsewhere in this prospectus.

Liquidation, Dissolution or Winding-Up. Upon our liquidation, dissolution or winding-up, the holders of the common stock will be entitled to
share equally in all assets available for distribution to stockholders, subject to preferences that may apply to shares of preferred stock outstanding at that time.
The amount available for common stockholders is calculated after payment of liabilities.

Other Rights and Restrictions. Holders of our common stock do not have preemptive rights, and they have no right to convert their common
stock into any other securities. Our common stock is not subject to redemption by us. The rights, preferences and privileges of common stockholders are
subject to the rights of the stockholders of any series of preferred stock that are issued and outstanding or that we may issue in the future. Our certificate of
incorporation and bylaws do not restrict the ability of a holder of common stock to transfer his or her shares of common stock.

Put Right. Pursuant to the terms of a unit purchase agreement dated as of May 5, 1998, we issued and sold a total 0of 1,199,684 shares of common
stock, which we refer to as the put shares, at a price of $16.00 per share. Under the terms of the unit purchase agreement, the initial purchasers, which we refer
to as the put holders, of the put shares have the right, which we refer to as the put right, to require us to repurchase the put shares. The put right may not be
exercised by any put holder unless all of the following occur:

*  we liquidate, dissolve or wind up our affairs pursuant to applicable bankruptcy law, whether voluntarily or involuntarily,
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* all of ourindebtedness and obligations, including without limitation the indebtedness under our outstanding notes, has been paid in full, and

» allrights of the holders of any series or class of capital stock ranking prior and senior to the common stock with respect to liquidation, including
without limitation the series A convertible preferred stock, have been satisfied in full.

We may terminate the put right upon written notice to the put holders if the closing sales price of our common stock exceeds $32.00 per share for
the 20 consecutive trading days prior to the date of notice of termination. Because the put right is not transferable, in the event that a put holder has
transferred put shares since May 5, 1998, the put right with respect to those shares has terminated. As a consequence of the put right, in the event we are
liquidated, holders of shares of common stock that do not have put rights with respect to such shares may receive smaller distributions per share upon our
liquidation than if there were no put rights outstanding.

As of April 30,2014, we had repurchased or received documentation of the transfer 0f 399,950 put shares and 35,780 of the put shares continued
to be held in the name of put holders. We cannot determine at this time what portion of the put rights of the remaining 763,954 put shares have terminated.

Transfer Agent and Registrar. Computershare Shareowner Services, Inc. is transfer agent and registrar for the common stock.

The Nasdaq Capital Market. Our common stock is listed on the Nasdaq Capital Market under the symbol “IDRA.”

Preferred Stock

We are authorized to issue 5,000,000 shares of preferred stock, $0.01 par value per share, of which 1,500,000 has been designated Series A
convertible preferred stock and 424,242 shares has been designated Series E convertible preferred stock. As of April 30,2014, there were 655 shares of Series
A preferred stock and 424,242 shares of Series E preferred stock outstanding. No other shares of preferred stock were outstanding.

The terms of any series of preferred stock that are offered pursuant to this prospectus will be described in the prospectus supplement relating to
that series of preferred stock. The terms of any series of preferred stock may differ from the terms described below. Certain provisions of the preferred stock
that may be offered by us pursuant to this prospectus as described below and in any applicable prospectus supplement are not complete.

We are authorized to issue “blank check” preferred stock, which may be issued in one or more series upon authorization of our board of directors.
Our board of directors is authorized to fix the designation of the series, the number of authorized shares of the series, dividend rights and terms, conversion
rights, voting rights, redemption rights and terms, liquidation preferences and any other rights, powers, preferences and limitations applicable to each series
of preferred stock. The authorized shares of our preferred stock are available for issuance without further action by our stockholders, unless such action is
required by applicable law or the rules of any stock exchange on which our securities may be listed. If the approval of our stockholders is not required for the
issuance of shares of our preferred stock, our board may determine not to seek stockholder approval.

A series of our preferred stock could, depending on the terms of such series, impede the completion of a merger, tender offer or other takeover
attempt. Our board of directors will make any determination to issue such preferred shares based upon its judgment as to the best interests of our stockholders.
Our directors, in so acting, could issue preferred stock having terms that could discourage an acquisition attempt through which an acquirer may be able to
change the composition of our board of directors, including a tender offer or other transaction that some, or a majority, of our stockholders might believe to
be in their best interests or in which stockholders might receive a premium for their stock over the then-current market price of the stock.

The preferred stock that is offered pursuant to this prospectus has the terms described below unless otherwise provided in the prospectus
supplement relating to a particular series of preferred stock being offered. You should read the prospectus supplement relating to the particular series of
preferred stock being offered for specific terms, including:

» the designation and stated value per share of the preferred stock and the number of shares offered;
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* the amount of liquidation preference per share, if any;
» the price at which the preferred stock will be issued;

* the dividend rate, or method of calculation of dividends, the dates on which dividends will be payable, whether dividends will be cumulative or
noncumulative and, if cumulative, the dates from which dividends will commence to accumulate;

* any redemption or sinking fund provisions;

» ifother than the currency of the United States, the currency or currencies including composite currencies in which the preferred stock is denominated
and/or in which payments will or may be payable;

*  any conversion provisions;
*  whether we have elected to offer depositary shares as described under “Description of Depositary Shares;” and

* any otherrights, preferences, privileges, limitations and restrictions on the preferred stock.

The preferred stock will, when issued, be fully paid and nonassessable. Unless otherwise specified in the prospectus supplement, each series of
preferred stock will rank equally as to dividends and liquidation rights in all respects with each other series of preferred stock that may be issued pursuant to
this prospectus. The rights of holders of shares of each series of preferred stock will be subordinate to those of our general creditors.

As described under “Description of Depositary Shares,” we may, at our option, with respect to any series of preferred stock, elect to offer
fractional interests in shares of preferred stock, and provide for the issuance of depositary receipts representing depositary shares, each of which will represent
a fractional interest in a share of the series of preferred stock. The fractional interest will be specified in the prospectus supplement relating to a particular
series of preferred stock.

Rank. Unless otherwise specified in the prospectus supplement, the preferred stock will, with respect to dividend rights and rights upon our
liquidation, dissolution or winding up of our affairs, rank:

*  senior to our common stock and to all equity securities ranking junior to such preferred stock with respect to dividend rights or rights upon our
liquidation, dissolution or winding up of our affairs;

*  on aparity with all equity securities issued by us, the terms of which specifically provide that such equity securities rank on a parity with the preferred
stock with respect to dividend rights or rights upon our liquidation, dissolution or winding up of our affairs; and

*  juniorto all equity securities issued by us, the terms of which specifically provide that such equity securities rank senior to the preferred stock with
respect to dividend rights or rights upon our liquidation, dissolution or winding up of our affairs.

The term “equity securities” does not include convertible debt securities.

Dividends. Holders of the preferred stock of each series will be entitled to receive, when, as and if declared by our board of directors, cash
dividends at such rates and on such dates described in the prospectus supplement. Different series of preferred stock may be entitled to dividends at different
rates or based on different methods of calculation. The dividend rate may be fixed or variable or both. Dividends will be payable to the holders of record as
they appear on our stock books on record dates fixed by our board of directors, as specified in the applicable prospectus supplement.

Dividends on any series of preferred stock may be cumulative or noncumulative, as described in the applicable prospectus supplement. If our
board of directors does not declare a dividend payable on a dividend payment date on any series of noncumulative preferred stock, then the holders of that
noncumulative preferred stock will have no right to receive a dividend for that dividend payment date, and we will have no obligation to pay the dividend
accrued for that period, whether or not dividends on that series are declared payable on any future dividend payment dates. Dividends on any series of
cumulative preferred stock will accrue from the date we initially issue shares of such series or such other date specified in the applicable prospectus
supplement.

-6-



Table of Contents

No dividends may be declared or paid or funds set apart for the payment of any dividends on any parity securities unless full dividends have
been paid or set apart for payment on the preferred stock. If full dividends are not paid, the preferred stock will share dividends pro rata with the parity
securities.

No dividends may be declared or paid or funds set apart for the payment of dividends on any junior securities unless full dividends for all
dividend periods terminating on or prior to the date of the declaration or payment will have been paid or declared and a sum sufficient for the payment set
apart for payment on the preferred stock.

Liquidation Preference. Upon any voluntary or involuntary liquidation, dissolution or winding up of our affairs, before we make any
distribution or payment to the holders of any common stock or any other class or series of our capital stock ranking junior to the preferred stock in the
distribution of assets upon any liquidation, dissolution or winding up of our affairs, the holders of each series of preferred stock shall be entitled to receive
out of assets legally available for distribution to stockholders, liquidating distributions in the amount of the liquidation preference per share set forth in the
prospectus supplement, plus any accrued and unpaid dividends thereon. Such dividends will not include any accumulation in respect of unpaid
noncumulative dividends for prior dividend periods. Unless otherwise specified in the prospectus supplement, after payment of the full amount of their
liquidating distributions, the holders of preferred stock will have no right or claim to any of our remaining assets. Upon any such voluntary or involuntary
liquidation, dissolution or winding up, if our available assets are insufficient to pay the amount of the liquidating distributions on all outstanding preferred
stock and the corresponding amounts payable on all other classes or series of our capital stock ranking on parity with the preferred stock and all other such
classes or series of shares of capital stock ranking on parity with the preferred stock in the distribution of assets, then the holders of the preferred stock and all
other such classes or series of capital stock will share ratably in any such distribution of assets in proportion to the full liquidating distributions to which they
would otherwise be entitled.

Upon any such liquidation, dissolution or winding up and if we have made liquidating distributions in full to all holders of preferred stock, we
will distribute our remaining assets among the holders of any other classes or series of capital stock ranking junior to the preferred stock according to their
respective rights and preferences and, in each case, according to their respective number of shares. For such purposes, our consolidation or merger with or into
any other corporation, trust or entity, or the sale, lease or conveyance of all or substantially all of our property or assets will not be deemed to constitute a
liquidation, dissolution or winding up of our affairs.

Redemption. If so provided in the applicable prospectus supplement, the preferred stock will be subject to mandatory redemption or redemption
at our option, as a whole or in part, in each case upon the terms, at the times and at the redemption prices set forth in such prospectus supplement.

The prospectus supplement relating to a series of preferred stock that is subject to mandatory redemption will specify the number of shares of
preferred stock that shall be redeemed by us in each year commencing after a date to be specified, at a redemption price per share to be specified, together
with an amount equal to all accrued and unpaid dividends thereon to the date of redemption. Unless the shares have a cumulative dividend, such accrued
dividends will not include any accumulation in respect of unpaid dividends for prior dividend periods. We may pay the redemption price in cash or other
property, as specified in the applicable prospectus supplement. If the redemption price for preferred stock of any series is payable only from the net proceeds
of'the issuance of shares of our capital stock, the terms of such preferred stock may provide that, if no such shares of our capital stock shall have been issued
or to the extent the net proceeds from any issuance are insufficient to pay in full the aggregate redemption price then due, such preferred stock shall
automatically and mandatorily be converted into the applicable shares of our capital stock pursuant to conversion provisions specified in the applicable
prospectus supplement. Notwithstanding the foregoing, we will not redeem any preferred stock of a series unless:

» ifthat series of preferred stock has a cumulative dividend, we have declared and paid or contemporaneously declare and pay or set aside funds to pay
full cumulative dividends on the preferred stock for all past dividend periods and the then current dividend period; or

» ifsuch series of preferred stock does not have a cumulative dividend, we have declared and paid or contemporaneously declare and pay or set aside
funds to pay full dividends for the then current dividend period.
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In addition, we will not acquire any preferred stock of a series unless:

» ifthat series of preferred stock has a cumulative dividend, we have declared and paid or contemporaneously declare and pay or set aside funds to pay
full cumulative dividends on all outstanding shares of such series of preferred stock for all past dividend periods and the then current dividend period;
or

» ifthat series of preferred stock does not have a cumulative dividend, we have declared and paid or contemporaneously declare and pay or set aside
funds to pay full dividends on the preferred stock of such series for the then current dividend period.

However, at any time we may purchase or acquire preferred stock of that series (1) pursuant to a purchase or exchange offer made on the same
terms to holders of all outstanding preferred stock of such series or (2) by conversion into or exchange for shares of our capital stock ranking junior to the
preferred stock of such series as to dividends and upon liquidation.

If fewer than all of the outstanding shares of preferred stock of any series are to be redeemed, we will determine the number of shares that may be
redeemed pro rata from the holders of record of such shares in proportion to the number of such shares held or for which redemption is requested by such
holder or by any other equitable manner that we determine. Such determination will reflect adjustments to avoid redemption of fractional shares.

Unless otherwise specified in the prospectus supplement, we will mail notice of redemption at least 30 days but not more than 60 days before the
redemption date to each holder of record of preferred stock to be redeemed at the address shown on our stock transfer books. Each notice shall state:

* the redemption date;

* the number of shares and series of preferred stock to be redeemed;

*  the redemption price;

» the place or places where certificates for such preferred stock are to be surrendered for payment of the redemption price;
» that dividends on the shares to be redeemed will cease to accrue on such redemption date;

* the date on which the holder’s conversion rights, if any, as to such shares shall terminate; and

» the specific number of shares to be redeemed from each such holder if fewer than all the shares of any series are to be redeemed.

If notice of redemption has been given and we have set aside the funds necessary for such redemption in trust for the benefit of the holders of any
shares called for redemption, then from and after the redemption date, dividends will cease to accrue on such shares, and all rights of the holders of such
shares will terminate, except the right to receive the redemption price.

Voting Rights. Holders of preferred stock will not have any voting rights, except as required by law or as indicated in the applicable prospectus
supplement.

Unless otherwise provided for under the terms of any series of preferred stock, no consent or vote of the holders of shares of preferred stock or any
series thereof shall be required for any amendment to our certificate of incorporation that would increase the number of authorized shares of preferred stock or
the number of authorized shares of any series thereof or decrease the number of authorized shares of preferred stock or the number of authorized shares of any
series thereof (but not below the number of authorized shares of preferred stock or such series, as the case may be, then outstanding).

Conversion Rights. The terms and conditions, if any, upon which any series of preferred stock is convertible into our common stock will be set
forth in the applicable prospectus supplement relating thereto. Such terms will include the number of shares of common stock into which the shares of
preferred stock are convertible, the conversion price, rate or manner of calculation thereof, the conversion period, provisions as to whether conversion will be
at our option or at the option of the holders of the preferred stock, the events requiring an adjustment of the conversion price and provisions affecting
conversion in the event of the redemption.
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Transfer Agent and Registrar. We serve as the transfer agent and registrar for our outstanding preferred stock.

Other Series of Preferred Stock
Series E Preferred Stock

The following description of our Series E preferred stock is intended as a summary only and therefore is not a complete description of our Series
E preferred stock. This description is based upon, and is qualified by reference to, our certificate of incorporation and our bylaws, each as amended from time
to time, and by applicable provisions of Delaware corporate law.

Dividends. The holders of Series E preferred stock are entitled to receive dividends payable quarterly in arrears at the rate of 8% per annum. We
were obligated to pay these dividends in cash through October 1,2013. We may now pay these dividends in cash or in shares of our capital stock, as
determined by us in our sole discretion. In the event that any Series E preferred stock dividends are to be paid in shares of our capital stock, such payment
will be made in shares of our common stock unless the issuance of such shares of common stock would result in any holder of the Series E preferred stock and
its affiliates beneficially owning more than 19.99% of our common stock (assuming the conversion of all such shares into shares of our common stock) or the
combined voting power of all of our securities then outstanding, in which case such payment will be made in shares of a to-be-created new series of non-
voting preferred stock.

Liquidation and Other Events. In the event of any voluntary or involuntary liquidation, dissolution or winding up of our company, the holders
of shares of Series E preferred stock are entitled to be paid out of the assets of the company available for distribution to our stockholders before any payment
shall be made to the holders of our common stock, Series A preferred stock or any other class of our capital stock ranking junior to the Series E preferred stock
as to liquidation, an amount per share equal to such amount as would have been payable with respect to such share had all shares of Series E preferred stock
been converted into shares of our common stock immediately prior to such liquidation, dissolution or winding up. In the event of a sale of our company, after
payment to the holders of the Series A preferred stock and any other class of our capital stock ranking senior to the Series E preferred stock, the remaining
assets of the company available for distribution to our stockholders will be distributed among the holders of shares of Series E preferred stock and common
stock on a pro rata (and as converted to common stock) basis based on the number of shares held by each such holder.

Voting. Except with respect to the protective provisions described below, the Series E preferred stock is non-voting.

Protective Provisions. For so long as at least 84,849 shares of our Series E preferred stock remain outstanding, we cannot, directly or indirectly,
(a) amend our Restated Certificate of Incorporation or bylaws in a manner that adversely and uniquely affects the Series E preferred stock, (b) except as
expressly permitted by the Series E Certificate of Designations, purchase or redeem or pay or declare any dividend or make any distribution on, any shares of
our capital stock, or (c) recapitalize or reclassify any of our common stock, without in each case the written consent or affirmative vote of the holders of at
least 51% of'the then outstanding shares of Series E preferred stock.

Conversion. Each share of Series E preferred stock is convertible, at the option of the holder thereof, at any time and from time to time, and
without the payment of additional consideration by the holder thereof, into such number of fully paid and nonassessable shares of our common stock as is
determined by dividing the Series E preferred stock issue price by the Series E preferred stock conversion price in effect at the time of conversion. The Series
E preferred stock conversion price is currently $0.70 per share and the Series E preferred stock issue price is equal to the $14.00 original purchase price of the
Series E preferred stock. Accordingly, each share of Series E preferred stock is convertible at the option of the holder into 20 fully paid and nonassessable
shares of the common stock, and the 424,242 shares of our Series E preferred stock are convertible into approximately 8,484,840 shares of our common stock.
No holder may convert its shares to the extent such conversion would result in the holder and its affiliates beneficially owning more than 19.99% of our
outstanding common stock (assuming the conversion of all such shares into shares of our common stock) or the combined voting power of all of our
securities then outstanding. The Series E preferred stock conversion price, and the rate at which shares of Series E preferred stock may be converted into
shares of our common stock, may be subject to adjustment for stock dividends, stock splits and other events, as provided in the Series E Certificate of
Designations.

-9.



Table of Contents

Redemption. After November 9, 2014, we may redeem all or a portion of our outstanding Series E preferred stock for a cash payment equal to the
$14.00 original Series E preferred stock issue price per share plus any accrued or declared but unpaid dividends thereon following notice to the holders of our
Series E preferred stock if the closing price of our common stock for 20 or more trading days in a period of 30 consecutive trading days is greater than or
equal to 400% of'the Series E preferred stock conversion price. We may not redeem any shares of Series E preferred stock from a holder that cannot convert
such shares of Series E preferred stock into common stock as a result of the beneficial ownership limitations on conversion of the Series E preferred stock as
described above. In such event, we may redeem such nonredeemable shares pursuant to alternative redemption provisions set forth in the Series E Certificate
of Designations following notice to the holders of the nonredeemable shares, for a cash payment per share equal to the greater of the 20 consecutive trading
day average closing price per share of our common stock ending on the trading day immediately prior to redemption date plus any dividends accrued or
declared but unpaid thereon and the Series E conversion price plus any dividends accrued or declared but unpaid thereon.

Effects of Authorized but Unissued Stock

We have shares of common stock and preferred stock available for future issuance without stockholder approval, subject to any limitations
imposed by the listing standards of the Nasdaq Capital Market. We may utilize these additional shares for a variety of corporate purposes, including for future
public offerings to raise additional capital, or facilitate corporate acquisitions or for payment as a dividend on our capital stock. The existence of unissued
and unreserved common stock and preferred stock may enable our board of directors to issue shares to persons friendly to current management or to issue
preferred stock with terms that could have the effect of making it more difficult for a third party to acquire, or could discourage a third party from seeking to
acquire, a controlling interest in our company by means of a merger, tender offer, proxy contest or otherwise. In addition, if we issue preferred stock, the
issuance could adversely affect the voting power of holders of common stock, and the likelihood that such holders will receive dividend payments and
payments upon liquidation.

Delaware Law and Specified Certificate of Incorporation and Bylaw Provisions

Staggered Board. Our certificate of incorporation and bylaws provide for the division of our board of directors into three classes as nearly equal
in size as possible with staggered three-year terms. In addition, our certificate of incorporation and bylaws provide that directors may only be removed for
cause and then only by the affirmative vote of the holders of two-thirds of the shares of our capital stock entitled to vote. Under our certificate of
incorporation and bylaws, any vacancy on the board of directors, however occurring, including a vacancy resulting from an enlargement of the board, may
only be filled by vote of a majority of the directors then in office. The classification of the board of directors and the limitations on the removal of directors
and filling of vacancies could have the effect of making it more difficult for a third party to acquire, or of discouraging a third party from acquiring, control of
us.

Stockholder Action; Special Meeting of Stockholders. Our certificate of incorporation and bylaws provide that stockholders may take action
only at a duly called annual or special meeting of stockholders and may not take action by written consent. Our certificate of incorporation and bylaws
further provide that special meetings of our stockholders may be called only by a majority of the board of directors or by our chief executive officer or, if the
office of chief executive officer is vacant, our president. In no event may our stockholders call a special meeting of stockholders.

Advance Notice Requirements for Stockholder Proposals and Director Nominations. Our bylaws provide that stockholders seeking to bring
business before an annual meeting of stockholders, or to nominate candidates for election as directors at an annual meeting of stockholders, must meet
specified procedural requirements. These provisions may preclude stockholders from bringing matters before an annual meeting of stockholders or from
making nominations for directors at an annual or special meeting of stockholders.

Supermajority Votes Required. The Delaware General Corporation Law provides generally that the affirmative vote of a majority of the shares
entitled to vote on any matter is required to amend a corporation’s certificate of incorporation or bylaws, unless a corporation’s certificate of incorporation or
bylaws, as the case may be, requires a greater percentage. Our certificate of incorporation and bylaws require the affirmative vote of the holders of at least
75% of the shares of our capital stock issued and outstanding and entitled to vote to amend or repeal any of the provisions described in the prior three
paragraphs.

Business Combinations. We are subject to Section 203 of the Delaware General Corporation Law. Subject to certain exceptions, Section 203
prevents a publicly held Delaware corporation from engaging in a “business combination” with any “interested stockholder” for three years following the
date that such person became an interested stockholder, unless either the interested stockholder attained such status with the approval of our board of
directors, the business combination is approved by our
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board of directors and stockholders in a prescribed manner or the interested stockholder acquired at least 85% of our outstanding voting stock in the
transaction in which such person became an interested stockholder. A “business combination” includes, among other things, a merger or consolidation
involving us and the “interested stockholder” and the sale of more than 10% of our assets. In general, an “interested stockholder” is any entity or person
beneficially owning 15% or more of our outstanding voting stock and any entity or person affiliated with or controlling or controlled by such entity or
person.

Directors’ Liability. Our certificate of incorporation limits the personal liability of directors for breach of fiduciary duty to the maximum extent
permitted by the Delaware General Corporation Law and provides that no director will have personal liability to us or to our stockholders for monetary
damages for breach of fiduciary duty as a director. However, these provisions do not eliminate or limit the liability of any of our directors:

» forany breach ofthe director’s duty of loyalty to us or our stockholders
» foracts or omissions not in good faith or which involve intentional misconduct or a knowing violation of law;
» forvoting orassenting to unlawful payments of dividends, stock repurchases or other distributions; or

» forany transaction from which the director derived an improper personal benefit.

Any amendment to or repeal of these provisions will not eliminate or reduce the effect of these provisions in respect of any act, omission or claim
that occurred or arose prior to such amendment or repeal. If the Delaware General Corporation Law is amended to provide for further limitations on the
personal liability of directors of corporations, then the personal liability of our directors will be further limited to the greatest extent permitted by the
Delaware General Corporation Law.

Our certificate of incorporation provides that we must indemnify our directors and officers and we must advance expenses, including attorneys’
fees, to our directors and officers in connection with legal proceedings, subject to very limited exceptions.

We maintain a general liability insurance policy that covers certain liabilities of our directors and officers arising out of claims based on acts or
omissions in their capacities as directors or officers.

DESCRIPTION OF DEPOSITARY SHARES

General

We may, at our option, elect to offer fractional shares of preferred stock, which we call depositary shares, rather than full shares of preferred stock.
If we do, we will issue to the public receipts, called depositary receipts, for depositary shares, each of which will represent a fraction, to be described in the
applicable prospectus supplement, of a share of a particular series of preferred stock. Unless otherwise provided in the prospectus supplement, each owner of a
depositary share will be entitled, in proportion to the applicable fractional interest in a share of preferred stock represented by the depositary share, to all the
rights and preferences of the preferred stock represented by the depositary share. Those rights include dividend, voting, redemption, conversion and
liquidation rights.

The shares of preferred stock underlying the depositary shares will be deposited with a bank or trust company selected by us to act as depositary
under a deposit agreement between us, the depositary and the holders of the depositary receipts. The depositary will be the transfer agent, registrar and
dividend disbursing agent for the depositary shares.

The depositary shares will be evidenced by depositary receipts issued pursuant to the deposit agreement. Holders of depositary receipts agree to
be bound by the deposit agreement, which requires holders to take certain actions such as filing proof of residence and paying certain charges.

The summary of terms of the depositary shares contained in this prospectus is not a complete description of the terms of the depository shares.
You should refer to the form of the deposit agreement, our certificate of incorporation and the certificate of designation for the applicable series of preferred
stock that are, or will be, filed with the SEC.
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Dividends and Other Distributions

The depositary will distribute all cash dividends or other cash distributions, if any, received in respect of the preferred stock underlying the
depositary shares to the record holders of depositary shares in proportion to the numbers of depositary shares owned by those holders on the relevant record
date. The relevant record date for depositary shares will be the same date as the record date for the underlying preferred stock.

If there is a distribution other than in cash, the depositary will distribute property (including securities) received by it to the record holders of
depositary shares, unless the depositary determines that it is not feasible to make the distribution. If this occurs, the depositary may, with our approval, adopt
another method for the distribution, including selling the property and distributing the net proceeds from the sale to the holders.

Liquidation Preference

If a series of preferred stock underlying the depositary shares has a liquidation preference, in the event of the voluntary or involuntary
liquidation, dissolution or winding up of us, holders of depositary shares will be entitled to receive the fraction of the liquidation preference accorded each
share of the applicable series of preferred stock, as set forth in the applicable prospectus supplement.

Withdrawal of Stock

Unless the related depositary shares have been previously called for redemption, upon surrender of the depositary receipts at the office of the
depositary, the holder of the depositary shares will be entitled to delivery, at the office of the depositary to or upon his or her order, of the number of whole
shares of the preferred stock and any money or other property represented by the depositary shares. If the depositary receipts delivered by the holder evidence
a number of depositary shares in excess of the number of depositary shares representing the number of whole shares of preferred stock to be withdrawn, the
depositary will deliver to the holder at the same time a new depositary receipt evidencing the excess number of depositary shares. In no event will the
depositary deliver fractional shares of preferred stock upon surrender of depositary receipts. Holders of preferred stock thus withdrawn may not thereafter
deposit those shares under the deposit agreement or receive depositary receipts evidencing depositary shares therefor.

Redemption of Depositary Shares

Whenever we redeem shares of preferred stock held by the depositary, the depositary will redeem as of the same redemption date the number of
depositary shares representing shares of the preferred stock so redeemed, so long as we have paid in full to the depositary the redemption price of the preferred
stock to be redeemed plus an amount equal to any accumulated and unpaid dividends on the preferred stock to the date fixed for redemption. The redemption
price per depositary share will be equal to the redemption price and any other amounts per share payable on the preferred stock multiplied by the fraction ofa
share of preferred stock represented by one depositary share. If less than all the depositary shares are to be redeemed, the depositary shares to be redeemed will
be selected by lot or pro rata or by any other equitable method as may be determined by the depositary.

After the date fixed for redemption, depositary shares called for redemption will no longer be deemed to be outstanding and all rights of the
holders of depositary shares will cease, except the right to receive the monies payable upon redemption and any money or other property to which the holders
of'the depositary shares were entitled upon redemption upon surrender to the depositary of the depositary receipts evidencing the depositary shares.

Voting the Preferred Stock

Upon receipt of notice of any meeting at which the holders of the preferred stock are entitled to vote, the depositary will mail the information
contained in the notice of meeting to the record holders of the depositary receipts relating to that preferred stock. The record date for the depositary receipts
relating to the preferred stock will be the same date as the record date for the preferred stock. Each record holder of the depositary shares on the record date
will be entitled to instruct the depositary as to the exercise of the voting rights pertaining to the number of shares of preferred stock represented by that
holder’s depositary shares. The depositary will endeavor, insofar as practicable, to vote the number of shares of preferred stock represented by the depositary
shares in accordance with those instructions, and we will agree to take all action that may be deemed necessary by the depositary in order to enable the
depositary to do so. The depositary will not vote any shares of preferred stock except to the extent it receives specific instructions from the holders of
depositary shares representing that number of shares of preferred stock.
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Charges of Depositary

We will pay all transfer and other taxes and governmental charges arising solely from the existence of the depositary arrangements. We will pay
charges of the depositary in connection with the initial deposit of the preferred stock and any redemption of the preferred stock. Holders of depositary
receipts will pay transfer, income and other taxes and governmental charges and such other charges (including those in connection with the receipt and
distribution of dividends, the sale or exercise of rights, the withdrawal of the preferred stock and the transferring, splitting or grouping of depositary receipts)
as are expressly provided in the deposit agreement to be for their accounts. If these charges have not been paid by the holders of depositary receipts, the
depositary may refuse to transfer depositary shares, withhold dividends and distributions and sell the depositary shares evidenced by the depositary receipt.

Amendment and Termination of the Deposit Agreement

The form of depositary receipt evidencing the depositary shares and any provision of the deposit agreement may be amended by agreement
between us and the depositary. However, any amendment that materially and adversely alters the rights of the holders of depositary shares, other than fee
changes, will not be effective unless the amendment has been approved by the holders of a majority of the outstanding depositary shares. The deposit
agreement may be terminated by the depositary or us only if:

» all outstanding depositary shares have been redeemed; or

» there has been a final distribution of the preferred stock in connection with our dissolution and such distribution has been made to all the holders of
depositary shares.

Resignation and Removal of Depositary

The depositary may resign at any time by delivering to us notice of its election to do so, and we may remove the depositary at any time. Any
resignation or removal of the depositary will take effect upon our appointment of a successor depositary and its acceptance of such appointment. The
successor depositary must be appointed within 60 days after delivery of the notice of resignation or removal and must be a bank or trust company having its
principal office in the United States and having the requisite combined capital and surplus as set forth in the applicable agreement.

Notices

The depositary will forward to holders of depositary receipts all notices, reports and other communications, including proxy solicitation
materials received from us, that are delivered to the depositary and that we are required to furnish to the holders of the preferred stock. In addition, the
depositary will make available for inspection by holders of depositary receipts at the principal office of the depositary, and at such other places as it may from
time to time deem advisable, any reports and communications we deliver to the depositary as the holder of preferred stock.

Limitation of Liability

Neither we nor the depositary will be liable if we or it is prevented or delayed by law or any circumstance beyond its control in performing its
obligations. Our obligations and those of the depositary will be limited to performance in good faith of our and their duties thereunder. We and the
depositary will not be obligated to prosecute or defend any legal proceeding in respect of any depositary shares or preferred stock unless satisfactory
indemnity is furnished. We and the depositary may rely upon written advice of counsel or accountants, on information provided by persons presenting
preferred stock for deposit, holders of depositary receipts or other persons believed to be competent to give such information and on documents believed to
be genuine and to have been signed or presented by the proper party or parties.

DESCRIPTION OF WARRANTS

We may issue warrants to purchase common stock, preferred stock or depositary shares. We may offer warrants separately or together with one or
more additional warrants, common stock, preferred stock or depositary shares, or any combination of those securities in the form of units, as described in the
applicable prospectus supplement. If we issue warrants as part of a unit, the accompanying prospectus supplement will specify whether those warrants may be
separated from the other securities in the unit prior to the expiration date of the warrants. The applicable prospectus supplement will also describe the
following terms of any warrants:

» the specific designation and aggregate number of, and the offering price at which we will issue, the warrants;
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» the currency or currency units in which the offering price, if any, and the exercise price are payable;

» the date on which the right to exercise the warrants will begin and the date on which that right will expire or, if you may not continuously exercise the
warrants throughout that period, the specific date or dates on which you may exercise the warrants;

»  whether the warrants are to be sold separately or with other securities as parts of units;

»  whether the warrants will be issued in definitive or global form or in any combination of these forms, although, in any case, the form of a warrant
included in a unit will correspond to the form of the unit and of any security included in that unit;

* any applicable material U.S. federal income tax consequences;

» the identity of the warrant agent for the warrants and of any other depositaries, execution or paying agents, transfer agents, registrars or other agents;
» the proposed listing, if any, of the warrants or any securities purchasable upon exercise of the warrants on any securities exchange;

» the designation and terms of any equity securities purchasable upon exercise of the warrants;

» ifapplicable, the designation and terms of the preferred stock or depositary shares with which the warrants are issued and, the number of warrants issued
with each security;

» ifapplicable, the date from and after which any warrants issued as part of a unit and the related common stock, preferred stock or depositary shares will
be separately transferable;

*  the number of shares of common stock, the number of shares of preferred stock or the number of depositary shares purchasable upon exercise of a
warrant and the price at which those shares may be purchased,

» ifapplicable, the minimum or maximum amount of the warrants that may be exercised at any one time;

* information with respect to book-entry procedures, if any;

» the anti-dilution provisions of, and other provisions for changes to or adjustment in the exercise price of, the warrants, if any;
* any redemption or call provisions; and

» any additional terms of the warrants, including terms, procedures and limitations relating to the exchange or exercise of the warrants.

FORMS OF SECURITIES

Each depositary share and warrant will be represented either by a certificate issued in definitive form to a particular investor or by one or more
global securities representing the entire issuance of securities. Unless the applicable prospectus supplement provides otherwise, certificated securities in
definitive form and global securities will be issued in registered form. Definitive securities name you or your nominee as the owner of the security, and in
order to transfer or exchange these securities or to receive payments, you or your nominee must physically deliver the securities to the registrar or other agent,
as applicable. Global securities name a depositary or its nominee as the owner of the depositary shares or warrants represented by these global securities. The
depositary maintains a computerized system that will reflect each investor’s beneficial ownership of the securities through an account maintained by the
investor with its broker/dealer, bank, trust company or other representative, as we explain more fully below.
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Registered Global Securities

We may issue the depositary shares and warrants in the form of one or more fully global securities that will be deposited with a depositary or its
nominee identified in the applicable prospectus supplement and registered in the name of that depositary or nominee. In those cases, one or more global
securities will be issued in a denomination or aggregate denominations equal to the portion of the aggregate face amount of the securities to be represented
by global securities. Unless and until it is exchanged in whole for securities in definitive registered form, a global security may not be transferred except as a
whole by and among the depositary for the global security, the nominees of the depositary or any successors of the depositary or those nominees.

If not described below, any specific terms of the depositary arrangement with respect to any securities to be represented by a global security will
be described in the prospectus supplement relating to those securities. We anticipate that the following provisions will apply to all depositary arrangements.

Ownership of beneficial interests in a global security will be limited to persons, called participants, that have accounts with the depositary or
persons that may hold interests through participants. Upon the issuance of a global security, the depositary will credit, on its book-entry registration and
transfer system, the participants’ accounts with the respective face amounts of the securities beneficially owned by the participants. Any dealers, underwriters
or agents participating in the distribution of the securities will designate the accounts to be credited. Ownership of beneficial interests in a global security
will be shown on, and the transfer of ownership interests will be effected only through, records maintained by the depositary, with respect to interests of
participants, and on the records of participants, with respect to interests of persons holding through participants. The laws of some states may require that
some purchasers of securities take physical delivery of these securities in definitive form. These laws may impair your ability to own, transfer or pledge
beneficial interests in global securities.

So long as the depositary, or its nominee, is the registered owner of a global security, that depositary or its nominee, as the case may be, will be
considered the sole owner or holder of the securities represented by the global security for all purposes under the applicable deposit agreement or warrant
agreement. Except as described below, owners of beneficial interests in a global security will not be entitled to have the securities represented by the global
security registered in their names, will not receive or be entitled to receive physical delivery of the securities in definitive form and will not be considered the
owners or holders of the securities under the applicable deposit agreement or warrant agreement. Accordingly, each person owning a beneficial interest in a
global security must rely on the procedures of the depositary for that global security and, if that person is not a participant, on the procedures of the
participant through which the person owns its interest, to exercise any rights of a holder under the applicable deposit agreement or warrant agreement. We
understand that under existing industry practices, if we request any action of holders or if an owner of a beneficial interest in a global security desires to give
or take any action that a holder is entitled to give or take under the applicable deposit agreement or warrant agreement, the depositary for the global security
would authorize the participants holding the relevant beneficial interests to give or take that action, and the participants would authorize beneficial owners
owning through them to give or take that action or would otherwise act upon the instructions of beneficial owners holding through them.

Any payments to holders with respect to depositary shares or warrants represented by a global security registered in the name of a depositary or
its nominee will be made to the depositary or its nominee, as the case may be, as the registered owner of the global security. None of us, the warrant agent,
unit agent or any other agent of ours or any agent of the warrant agent or unit agent will have any responsibility or liability for any aspect of the records
relating to payments made on account of beneficial ownership interests in the global security or for maintaining, supervising or reviewing any records
relating to those beneficial ownership interests.

We expect that the depositary for any of the securities represented by a global security, upon receipt of any payment to holders or other
distribution of underlying securities or other property on that global security, will immediately credit participants’ accounts in amounts proportionate to their
respective beneficial interests in that global security as shown on the records of the depositary. We also expect that payments by participants to owners of
beneficial interests in a global security held through participants will be governed by standing customer instructions and customary practices, as is now the
case with the securities held for the accounts of customers or registered in “street name,” and will be the responsibility of those participants.

Ifthe depositary for any of the securities represented by a global security is at any time unwilling or unable to continue as depositary or ceases to
be a clearing agency registered under the Exchange Act, and a successor depositary registered as a clearing agency under the Exchange Act is not appointed
by us within 90 days, we will issue securities in definitive form in exchange for the
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global security that had been held by the depositary. Any securities issued in definitive form in exchange for a global security will be registered in the name
or names that the depositary gives to the relevant warrant agent, unit agent or other relevant agent of ours or theirs. It is expected that the depositary’s
instructions will be based upon directions received by the depositary from participants with respect to ownership of beneficial interests in the global security
that had been held by the depositary.

PLAN OF DISTRIBUTION

We may sell securities:
*  to or through underwriters;
*  through dealers;
»  through agents;
»  directly to purchasers; or

» through a combination of any of these methods of sale.

In addition, we may issue the securities as a dividend or distribution or in a subscription rights offering to our existing security holders. This prospectus may
be used in connection with any offering of our securities through any of these methods or other methods described in the applicable prospectus supplement.

We may directly solicit offers to purchase securities, or agents may be designated to solicit such offers. We will, in the prospectus supplement
relating to such offering, name any agent that could be viewed as an underwriter under the Securities Act, and describe any commissions that we must pay.
Any such agent will be acting on a best efforts basis for the period of its appointment or, if indicated in the applicable prospectus supplement, on a firm
commitment basis.

The distribution of the securities may be effected from time to time in one or more transactions:
» atafixed price, or prices, which may be changed from time to time;
» at market prices prevailing at the time of sale;
» atprices related to such prevailing market prices; or

*  atnegotiated prices.
Each prospectus supplement will describe the method of distribution of the securities and any applicable restrictions.

The prospectus supplement with respect to the securities of a particular series will describe the terms of the offering of the securities, including
the following:

* the name ofthe agent or any underwriters;

» the public offering or purchase price;

* any discounts and commissions to be allowed or paid to the agent or underwriters;
» all other items constituting underwriting compensation;

* any discounts and commissions to be allowed or paid to dealers; and

* any exchanges on which the securities will be listed.
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If any underwriters or agents are utilized in the sale of the securities in respect of which this prospectus is delivered, we will enter into an
underwriting agreement or other agreement with them at the time of sale to them, and we will set forth in the prospectus supplement relating to such offering
the names of the underwriters or agents and the terms of the related agreement with them.

If'a dealer is utilized in the sale of the securities in respect of which the prospectus is delivered, we will sell such securities to the dealer, as
principal. The dealer may then resell such securities to the public at varying prices to be determined by such dealer at the time of resale.

If we offer securities in a subscription rights offering to our existing security holders, we may enter into a standby underwriting agreement with
dealers, acting as standby underwriters. We may pay the standby underwriters a commitment fee for the securities they commit to purchase on a standby basis.
If we do not enter into a standby underwriting arrangement, we may retain a dealer-manager to manage a subscription rights offering for us.

Remarketing firms, agents, underwriters, dealers and other persons may be entitled under agreements which they may enter into with us to
indemnification by us against certain civil liabilities, including liabilities under the Securities Act, and may be customers of, engage in transactions with or
perform services for us in the ordinary course of business.

If so indicated in the applicable prospectus supplement, we will authorize underwriters or other persons acting as our agents to solicit offers by certain
institutions to purchase securities from us pursuant to delayed delivery contracts providing for payment and delivery on the date stated in the prospectus
supplement. Each contract will be for an amount not less than, and the aggregate amount of securities sold pursuant to such contracts shall not be less nor
more than, the respective amounts stated in the prospectus supplement. Institutions with whom the contracts, when authorized, may be made include
commercial and savings banks, insurance companies, pension funds, investment companies, educational and charitable institutions and other institutions,
but shall in all cases be subject to our approval. Delayed delivery contracts will not be subject to any conditions except that:

* the purchase by an institution of the securities covered under that contract shall not at the time of delivery be prohibited under the laws of the
jurisdiction to which that institution is subject; and

» ifthe securities are also being sold to underwriters acting as principals for their own account, the underwriters shall have purchased such securities not
sold for delayed delivery. The underwriters and other persons acting as our agents will not have any responsibility in respect of the validity or
performance of delayed delivery contracts.

Certain agents, underwriters and dealers, and their associates and affiliates may be customers of, have borrowing relationships with, engage in
other transactions with, or perform services, including investment banking services, for us or one or more of our respective affiliates in the ordinary course of
business.

In order to facilitate the offering of the securities, any underwriters may engage in transactions that stabilize, maintain or otherwise affect the
price of the securities or any other securities the prices of which may be used to determine payments on such securities. Specifically, any underwriters may
overallot in connection with the offering, creating a short position for their own accounts. In addition, to cover overallotments or to stabilize the price of the
securities or of any such other securities, the underwriters may bid for, and purchase, the securities or any such other securities in the open market. Finally, in
any offering of the securities through a syndicate of underwriters, the underwriting syndicate may reclaim selling concessions allowed to an underwriter or a
dealer for distributing the securities in the offering if the syndicate repurchases previously distributed securities in transactions to cover syndicate short
positions, in stabilization transactions or otherwise. Any of these activities may stabilize or maintain the market price of the securities above independent
market levels. Any such underwriters are not required to engage in these activities and may end any of these activities at any time.

Under Rule 15¢6-1 of the Exchange Act, trades in the secondary market generally are required to settle in three business days, unless the parties
to any such trade expressly agree otherwise. The applicable prospectus supplement may provide that the original issue date for your securities may be more
than three scheduled business days after the trade date for your securities. Accordingly, in such a case, if you wish to trade securities on any date prior to the
third business day before the original issue date for your securities, you will be required, by virtue of the fact that your securities initially are expected to
settle more than three scheduled business days after the trade date for your securities, to make alternative settlement arrangements to prevent a failed
settlement.
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The securities may be new issues of securities and may have no established trading market. The securities may or may not be listed on a national
securities exchange. We can make no assurance as to the liquidity of or the existence of trading markets for any of the securities.

LEGAL MATTERS

Unless the applicable prospectus supplement indicates otherwise, the validity of the securities in respect of which this prospectus is being
delivered will be passed upon by Wilmer Cutler Pickering Hale and Dorr LLP.

EXPERTS

Emst & Young LLP, independent registered public accounting firm, has audited our financial statements included in our Annual Report on Form
10-K for the year ended December 31,2013, as set forth in their report, which is incorporated by reference in this prospectus and elsewhere in the registration
statement. Our financial statements are incorporated by reference in reliance on Emnst & Young LLP’s report, given on their authority as experts in accounting
and auditing.

-18 -



Table of Contents

$75,000,000
Idera Pharmaceuticals, Inc.

Common Stock

1dera

PROSPECTUS SUPPLEMENT

, 2014

Goldman, Sachs & Co.
J.P. Morgan




	424B3 (IDERA PHARMACEUTICALS, INC.) (February 09, 2015)
	424B3 - 424B3


