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of incorporation or organization) Identification Number)

4370 La Jolla Village Drive, Suite 400, San Diego, CA 92122
(Address of principal executive offices, including Zip Code)
Registrant s telephone number, including area code: (858) 452-6600
Securities registered pursuant to Section 12(b) of the Act:
None
Securities registered pursuant to Section 12(g) of the Act:

Common Stock, Par Value $0.0001 per share

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes © No x
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Act. Yes © No x

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files). Yes x No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of the Form
10-K or any amendment to this Form 10-K. ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.
(Check one):
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Large accelerated filer ~ Accelerated filer

Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company X
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ©~ No x

The aggregate market value of voting and non-voting common stock held by non-affiliates of the registrant as of June 30, 2011 totaled
approximately $266,000 based on the closing price of $0.86. As of March 23, 2012, there were 5,542,519 shares of the Company s common
stock ($0.0001 par value) outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the annual stockholders report for the year ended December 31, 2011 are incorporated by reference into Parts I and II. Portions of the
proxy statement for the 2012 annual stockholders meeting are incorporated by reference into Part III.
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FORWARD-LOOKING STATEMENTS

The forward-looking statements in this report involve significant risks, assumptions and uncertainties, and a number of factors, both foreseen

and unforeseen, could cause actual results to differ materially from our current expectations. Forward-looking statements include those that

express a plan, belief, expectation, estimation, anticipation, intent, contingency, future development or similar expression. Accordingly, you

should not rely upon forward-looking statements as predictions of future events. The outcome of the events described in these forward-looking
statements are subject to the risks, uncertainties and other factors described in Management s Discussion and Analysis of Financial Condition and
Results of Operations and in the Risk Factors contained in this Annual Report on Form 10-K, and in other reports and registration statements
that we file with the Securities and Exchange Commission from time to time. We expressly disclaim any intent to update forward-looking
statements.
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PART1

In this report, all references to we, our, us and the Company refer to La Jolla Pharmaceutical Company, a Delaware corporation, our wholly
owned subsidiary SL JP Sub, Inc. and our formerly wholly owned subsidiary, Jewel Merger Sub, Inc.

Item 1. Business
Overview

La Jolla Pharmaceutical Company is a biopharmaceutical company that was incorporated in Delaware in 1989. We had historically focused on

the development and testing of Riquent as a treatment for Lupus nephritis. Lupus is an antibody-mediated disease caused by abnormal B cell
production of antibodies that attack healthy tissues. From August 2004 to February 2009, Riquent was being studied in a double-blinded
multicenter Phase 3 clinical trial, called the ASPEN trial, which was determined to be futile in February 2009. Accordingly, the ASPEN trial and
the development of Riquent were discontinued in 2009. We do not currently plan to spend any additional effort on the development of Riquent.

In March 2011, the Company and its formerly wholly-owned subsidiary, Jewel Merger Sub, Inc., acquired the rights to compounds known as
Regenerative Immunophilin Ligands ( RILs or Compounds ) from privately held GliaMed, Inc. ( GliaMed ). The Compounds were acquired
pursuant to an asset purchase agreement for a nominal amount, and if certain development and regulatory milestones were met, the Company
would have paid GliaMed additional consideration consisting of up to 8,205 shares of newly designated Series E Convertible Preferred Stock,
which would have been convertible into approximately 20% of the Company s fully diluted outstanding common stock on an as-converted basis.
GliaMed would have also been eligible for a potential cash payment from the Company if a Compound was approved by the Food and Drug
Administration, or FDA, or European Medicines Agency, or EMA, in two or more clinical indications.

Following the acquisition of the Compounds, the Company initiated a confirmatory preclinical animal study in April 2011 studying the lead RIL
compound, LIJP1485. This study was completed in May 2011, after which the Company received final data from the Company s clinical research
organization, which data showed that the predetermined study endpoints were not met and that the LJP1485 compound did not show statistically
significant improvement in the study endpoints as compared to vehicle (placebo). Due to the failure of the study, the Company halted the further
development of the Compounds and GliaMed reacquired the Compounds through the purchase of the outstanding capital stock of Jewel Merger
Sub, Inc. (which held title to the Compounds) for the same nominal consideration that GliaMed received at the closing of the Company s
acquisition of the Compounds.

On January 19, 2012, we acquired rights to certain assets, including a lead clinical-stage compound designated GCS-100, from privately held
Solana Therapeutics, Inc. ( Solana ), which was wholly owned by our largest holder of Series C-Convertible Preferred Stock. The GCS-100
compound, which inhibits the expression of galectin-3 and may represent a novel treatment for certain types of cancers, was acquired pursuant to
an asset purchase agreement for nominal consideration. As a result of our acquisition of these assets, we are now focused on the development of
treatments that inhibit the activity of galectins as a means of treating human diseases such as cancer and chronic organ failure.

GCS-100 Overview

We intend to leverage the unique biochemistry of the galectin family of proteins to pursue the development of innovative therapies to a
multitude of human diseases. In particular, over-expression of galectin-3 (one member of the galectin family) has been implicated in cancer and
chronic organ failure. Thus, modulation of galectin-3 activity is an attractive therapeutic target. GCS-100, our lead product, is a first-in-class
inhibitor designed to sequester and eliminate circulating levels of galectin-3.

Galectins are lectins. Lectins are proteins found in the body that specifically interact with carbohydrate sugars located in, on the surface of and in
between cells. This interaction causes the cells to change behavior, including cell movement, multiplication, and other cellular functions. The
interactions between lectins and their target carbohydrate sugars occur via a carbohydrate recognition domain, or CRD, within the lectin.
Galectins are a subfamily of lectins that have a CRD that bind specifically to 3-galactoside sugar molecules. Galectins have a broad range of
functions, including mediation of cell survival and adhesion, promotion of cell-cell interactions, growth of blood vessels, immune regulation and
inflammation.
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Over-expression of galectin-3 has been implicated in a number of human diseases including cancer and chronic organ failure. As such, this
makes modulation of the activity of galectin-3 an attractive target for therapy in these diseases. Our initial programs will accordingly focus on
modulation of galectin-3 in cancer using GCS-100, a complex polysaccharide that binds to and blocks the effects of galectin-3. We plan to
develop GCS-100 and other inhibitors of galectin molecules as proprietary new agents subject to FDA approval.

Recent Developments

On January 19, 2012, we entered into a Consent and Amendment Agreement (the Amendment Agreement ) with certain of our Series C-1
Convertible Preferred Stock holders to amend the terms of our Securities Purchase Agreement, dated as of May 24, 2010 ( Securities Purchase
Agreement ), and the forms of Cash Warrants (as defined in the Securities Purchase Agreement) and Cashless Warrants (as defined in the
Securities Purchase Agreement) initially issued under the Securities Purchase Agreement, as well as to adopt a Certificate of Designations,
Preferences and Rights of Series C-12 Convertible Preferred Stock ( Series CAStock ), Series C-2Convertible Preferred Stock ( Series C2
Stock ), Series D4 Convertible Preferred Stock ( Series D-4Stock ) and Series D-2Convertible Preferred Stock ( Series D-2Stock ). Under the
Amendment Agreement, the term of the warrants was extended to the third anniversary of the acquisition of the GCS-100 assets from Solana

and the warrants were amended so that they would be exercisable for shares of 2012 New Preferred Stock (defined below).

As part of the Amendment Agreement, the Company designated four new series of preferred stock on January 19, 2012: its Series C-1? Stock,
Series C-2? Stock, Series D-12 Stock, and Series D-22 Stock (collectively, the 2012 New Preferred Stock ). The Company exchanged, on a
one-for-one basis, each share of its existing Series C-1' Convertible Preferred Stock that was outstanding for a new share of Series C-12 Stock.
Each holder of 2012 New Preferred Stock may convert its 2012 New Preferred Stock shares into the Company s common stock, par value
$0.0001 per share ( Common Stock ), subject to a weekly conversion cap set forth in the Series C/D Certificate. Each 2012 New Preferred Stock
holder may only convert such preferred shares into Common Stock to the extent that after such conversion such holder beneficially owns less
than 9.999% of the Company s issued and outstanding Common Stock.

On the first anniversary of the asset purchase agreement (i.e., January 19, 2013), the holders of Series C-1? Stock will have a one-time right to
elect to redeem a number of shares of Series C-1? Stock equal to the lesser of (i) the entire balance of the outstanding Series C-1? Stock, and

(i) 2,900 shares of Series C-1? Stock. The 2012 New Preferred Stock also allows for redemption by its holders following the occurrence of
certain other events, such as a breach of the terms and conditions of the Series C/D Certificate. If the holders of Series C-12 Stock redeem a
number of shares of Series C-12 Stock equal to or greater than the lesser of: (i) the entire balance of the outstanding Series C-1? Stock and

(ii) 2,900 shares of Series C-12 Stock, then Solana shall have the right for a period of 10 business days following the earlier of (i) or (ii) above, to
elect to purchase from the Company all right, title and interest in and to the GCS-100 assets, upon repaying to the Company the nominal
consideration initially paid pursuant to the asset purchase agreement.

As part of the Amendment Agreement, the Company agreed to implement a reverse split of the Company s Common Stock. Pursuant to the
authority delegated to the Company s Board of Directors at a meeting of stockholders held in August 2010, the Company implemented a
1-for-100 reverse split of its common stock on February 17, 2012 (the 2012 Reverse Stock Split ). No fractional shares were issued and, instead,
stockholders received the cash value of any fractional shares that would have been issued. Share amounts in this report are shown post-split and
therefore have been adjusted to reflect the 2012 Reverse Stock Split as well as the reverse stock split that occurred as of April 14, 2011 ( the 2011
Reverse Stock Split ).
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As part of the asset purchase agreement with Solana, we agreed to use commercially reasonable efforts to complete a Phase 2a clinical study of
GCS-100. As of the date of this report, we were developing a strategy for the GCS-100 clinical development plan and expect to finalize such
plans during the second quarter of 2012.

Patents and Proprietary Technologies

As a part of the acquisition of the rights to GCS-100 and the related assets, the Company acquired certain patents and patent rights. On

February 23, 2012, the Company received from the U.S. Patent and Trademark Office a notification of issuance for the Company s patent
application covering certain claims relating to GCS-100. The patent was issued on March 6, 2012 and will expire on March 13, 2028, without
giving effect to any potential patent term extensions that may be available in the future under the Hatch-Waxman Amendments to the Drug Price
Competition and Patent Term Restoration Act of 1984. In addition to the issued patent, the Company has one pending patent application in
Europe, one pending patent application in Canada and two pending patent applications in the United States related to GCS-100, which
applications will not likely extend beyond March 28, 2015 (subject to any possible patent term extension).

All of our previously issued and pending patents related to Riquent have been written off or sold. In order to conserve cash, we have stopped
paying patent maintenance and prosecution costs on certain Riquent related patents, and will need to either reinstate these patents by paying back
fees, where possible and desirable, or let them irrevocably lapse. Certain issued and pending Riquent patents and pending applications have
irrevocably lapsed and will not be possible to reinstate. At the present time, we are considering whether there continues to be potential value in
the Riquent patent estate.

Competition

The biotechnology and pharmaceutical industries are subject to rapid technological change. Competition from domestic and foreign
biotechnology companies, large pharmaceutical companies and other institutions is intense and expected to increase. A number of companies are
pursuing the development of pharmaceuticals in our targeted areas. These include companies that are conducting clinical trials and pre-clinical
studies in the field of galectin mediation.

In addition, there are a number of academic institutions, both public and private, engaged in activities relating to the research and development
of the treatment of cancer, major organ failure and the potential role of galectin mediation as a therapy. Most of these companies and institutions
have substantially greater facilities, resources, research and development capabilities, regulatory compliance expertise, and manufacturing and
marketing capabilities than we do. In addition, other technologies may in the future be the basis of competitive products. There can be no
assurance that our competitors will not develop or obtain regulatory approval for products more rapidly than we can, or develop and market
technologies and products that are more effective than those we are developing or that would render our technology and proposed products
obsolete or noncompetitive.
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United States

Our research and development activities and the future manufacturing and marketing of any products we develop are subject to significant
regulation by numerous government authorities in the United States and other countries. In the United States, the Federal Food, Drug and
Cosmetic Act and the Public Health Service Act govern the testing, manufacture, safety, efficacy, labeling, storage, record keeping, approval,
advertising and promotion, and distribution of our drug candidates and any products we may develop. In addition, this regulatory framework is
subject to changes that may adversely affect approval, delay an application or require additional expenditures.

The steps required before a pharmaceutical compound may be marketed in the United States include: pre-clinical laboratory and animal testing;
submission to the FDA of an Investigational New Drug application ( IND ), which must become effective before clinical trials may commence;
conducting adequate and well-controlled clinical trials to establish the safety and efficacy of the drug; submission to the FDA of a New Drug
Application ( NDA ) or Biologic License Application ( BLA ) for biologics; satisfactory completion of an FDA preapproval inspection of the
manufacturing facilities to assess compliance with cGMPs; and FDA approval of the NDA or BLA prior to any commercial sale or shipment of
the drug. In addition to obtaining FDA approval for each product, each drug-manufacturing establishment used must be registered with the FDA
and be operated in conformity with cGMPs. In addition, drug product manufacturing facilities may be subject to state and local regulatory
requirements.

Pre-clinical testing includes laboratory evaluation of product chemistry and animal studies to assess the safety and efficacy of the product and its
formulation. The results of pre-clinical testing are submitted to the FDA as part of an IND and, unless the FDA objects, the IND becomes
effective 30 days following its receipt by the FDA.

Clinical trials involve administration of the drug to healthy volunteers and to patients diagnosed with the condition for which the drug is being
tested under the supervision of a qualified clinical investigator. Clinical trials are conducted in accordance with protocols that detail the

objectives of the study, the parameters to be used to monitor safety, and the efficacy criteria to be evaluated. Each protocol is submitted to the
FDA as part of the IND. Each clinical trial is conducted under the auspices of an independent Institutional Review Board ( IRB ) in the United
States or Ethics Committee ( EC ) outside the United States for each trial site. The IRB or EC considers, among other matters, ethical factors and
the safety of human subjects.

Clinical trials are typically conducted in three sequential phases, but the phases may overlap or be repeated. In Phase 1, the phase in which the
drug is initially introduced into healthy human subjects or patients, the drug is tested for adverse effects, dosage tolerance, metabolism,
distribution, excretion and clinical pharmacology. Phase 2 trials involve the testing of a limited patient population in order to characterize the
actions of the drug in targeted indications, to determine drug tolerance and optimal dosage, and to identify possible adverse side effects and
safety risks. When a compound appears to be effective and to have an acceptable safety profile in Phase 2 clinical trials, Phase 3 clinical trials
are undertaken to further evaluate and confirm clinical efficacy and safety within an expanded patient population at multiple clinical trial sites.
The FDA reviews the clinical plans and monitors the results of the trials and may discontinue the trials at any time if significant safety issues
arise. Similarly, an IRB may suspend or terminate a trial at a study site which is not being conducted in accordance with the IRB s requirements
or which has been associated with unexpected serious harm to subjects.

The results of pre-clinical testing and clinical trials are submitted to the FDA in the form of an NDA or BLA for marketing approval. The
submission of an NDA or BLA also is subject to the payment of user fees, but a waiver of the fees may be obtained under specified
circumstances. The testing and approval process is likely to require substantial time and effort and there can be no assurance that any approval
will be granted on a timely basis, if at all, or that conditions of any approval, such as warnings, contraindications, or scope of indications will not
materially impact the potential market acceptance and profitability of the drug product. Data obtained from clinical trials are not always
conclusive and the FDA may interpret data differently than we interpret the same data. The FDA may refer the application to an advisory
committee for review, evaluation and recommendation as to whether the application should be approved and under what conditions. The FDA is
not bound by the recommendations of an advisory committee, but it generally follows such recommendations. The approval process is affected
by a number of factors, including the severity of the disease, the availability of alternative treatments, and the risks and benefits of the product
demonstrated in clinical trials.
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Additional pre-clinical testing or clinical trials may be requested during the FDA review period and may delay any marketing approval. After
FDA approval for the initial indications, further clinical trials may be necessary to gain approval for the use of the product for additional
indications. In addition, after approval, some types of changes to the approved product, such as manufacturing changes, are subject to further
FDA review and approval. The FDA mandates that adverse effects be reported to the FDA and may also require post-marketing testing to
monitor for adverse effects, which can involve significant expense. Adverse effects observed during the commercial use of a drug product or
which arise in the course of post-marketing testing can result in the need for labeling revisions, including additional warnings and
contraindications, and, if the findings significantly alter the risk/benefit assessment, the potential withdrawal of the drug from the market.

Among the conditions for FDA approval is the requirement that the prospective manufacturer s quality control and manufacturing procedures
conform to the FDA s cGMP requirements. Domestic manufacturing facilities are subject to biannual FDA inspections and foreign
manufacturing facilities are subject to periodic inspections by the FDA or foreign regulatory authorities. If the FDA finds that a company is not
operating in compliance with cGMPs, the continued availability of the product can be interrupted until compliance is achieved and, if the
deficiencies are not corrected within a reasonable time frame, the drug could be withdrawn from the market. In addition, the FDA strictly
regulates labeling, advertising and promotion of drugs. Failure to conform to requirements relating to licensing, manufacturing, and promoting
drug products can result in informal or formal sanctions, including warning letters, injunctions, seizures, civil and criminal penalties, adverse
publicity and withdrawal of approval.

Foreign

We are also subject to numerous and varying foreign regulatory requirements governing the design and conduct of clinical trials and marketing
approval for pharmaceutical products to be marketed outside of the United States. The approval process varies among countries and regions and
can involve additional testing, and the time required to obtain approval may differ from that required to obtain FDA approval.

The steps to obtain approval to market a pharmaceutical compound in the European Union include: pre-clinical laboratory and animal testing;
conducting adequate and well controlled clinical trials to establish safety and efficacy; submission of a Marketing Authorization Application (the

MAA ); and the issuance of a product marketing license by the European Commission prior to any commercial sale or shipment of drug. In
addition to obtaining a product marketing license for each product, each drug manufacturing establishment must be registered with the European
Medicines Agency (the EMEA ), must operate in conformity with European good manufacturing practice and must pass inspections by the
European health authorities.

Upon receiving the MAA, the Committee for Human Medicinal Products (the CHMP ), a division of the EMEA, will review the MAA and may
respond with a list of questions or objections. The answers to the questions posed by the CHMP may require additional tests to be conducted.
Responses to the list of questions or objections must be provided to and deemed sufficient by the CHMP within a defined timeframe. Ultimately,
a representative from each of the European Member States will vote whether to approve the MAA.

Foreign regulatory approval processes include all of the risks associated with obtaining FDA approval, and approval by the FDA does not ensure
approval by the health authorities of any other country.

Employees

As of March 23, 2012, we employed two regular full-time employees (one of whom has an M.D., Ph.D.) and utilized a number of consultants
and third party service organizations on an as-needed basis. George Tidmarsh, M.D., Ph.D. is the sole member of our senior management team
and has prior experience with pharmaceutical, biotechnology or medical product companies. We are highly dependent on the services of

Dr. Tidmarsh and, if we are successful in completing our planned Phase 2a study of GCS-100, we will need to hire additional personnel to assist
with the continued development of the drug candidate. There can be no assurance that we will be able to attract and retain the individuals
needed.

Table of Contents 10



Edgar Filing: LA JOLLA PHARMACEUTICAL CO - Form 10-K

Table of Conten
Available Information

Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed with or
furnished to the Securities and Exchange Commission pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended,
are available free of charge through our website at www.ljpc.com as soon as reasonably practicable after we electronically file or furnish the
reports with or to the Securities and Exchange Commission.

Item 1A. Risk Factors
L. RISK FACTORS RELATING TO THE COMPANY AND THE INDUSTRY IN WHICH WE OPERATE.
If the future clinical study of GCS-100 is unsuccessful, we will likely be forced to liquidate the Company.

As part of the Amendment Agreement, on the first anniversary of the asset purchase agreement (i.e., January 19, 2013), the holders of Series
C-12 Stock may elect to redeem a number of shares of Series C-12 Stock equal to the lesser of (i) the entire balance of the outstanding Series
C-12 Stock, and (ii) 2,900 shares of Series C-1? Stock. Although we do not expect that these stockholders will demand redemption prior to the
completion of the future clinical study, it is possible for them to do so. If the Company is required to redeem the Series C-12 Stock, we would
have very limited financial resources remaining and will likely be forced to liquidate the Company. Additionally, in that circumstance, we
expect that Solana would exercise its repurchase right, which means that we would lose the rights to the GCS-100 compound and receive only
nominal consideration upon Solana s reacquisition of the compound.

We have only limited assets and we have limits under our charter on our ability to fully spend the cash assets that we currently have.

As of December 31, 2011, we had no revenue sources, an accumulated deficit of $439.6 million and available cash and cash equivalents of $5.0
million, of which, at that time, up to $5.0 million could be required to be paid upon the triggering of a redemption right under our outstanding
Series C-1? Stock including accrued dividends. Although we acquired the GCS-100 patent estate in January 2012 for nominal consideration and
we retain the rights (to the extent not forfeited) to the Riquent patent estate, the values of these assets are highly uncertain and Riquent has been
written down under United States generally accepted accounting principles ( GAAP ) to nearly zero. As a result, we have only limited assets
available to operate and develop our business. We are utilizing a portion of our existing cash balances to conduct future clinical study of
GCS-100 and to evaluate whether or not GCS-100 should be developed further. If we determine that GCS-100 does not warrant further
development and the investors redeem their C-12 Stock, we would have only limited cash and would likely be forced to liquidate the Company.
In that event, the funds resulting from the liquidation of our assets, net of amounts payable, would likely return only a small amount, if anything,
to our stockholders.

Additionally, the Series C/D Certificate contains a term that, for a period of one year, purports to render ultra vires any transaction in which the
Company causes its net cash balance to fall below $2.9 million. Thus, if the Company authorizes any expenditure or enters into any contract
whereby the Company s cash balance falls below this threshold, it is possible that a court could find that the Company did not have the requisite
corporate authority to take such action. Accordingly, the Company intends to limit its overall expenditures through February 2013 so that it
maintains this minimum balance. As a result, the Company effectively had only $1.9 million available for the maintenance of operations and
development of GCS-100 for the period of February 2012 through February 2013, notwithstanding the working capital appearing on the
Company s balance sheet at that time.

The technology underlying GCS-100 is uncertain and unproven.

The development efforts for the GCS-100 technology are based on unproven technologies and therapeutic approaches that have not been widely
tested or used. To date, no products that use the GCS-100 technology have been approved or commercialized. Application of our technology to
treat cancer is in early stages. Preclinical studies and future clinical trials of GCS-100 may be viewed as a test of our entire approach to
developing cancer therapeutics. If GCS-100 does not work as intended, or if the data from our future clinical study indicates that GCS-100 is not
safe and effective, the applicability of our technology for successfully treating cancer will be highly uncertain. As a result, there is a significant
risk that our therapeutic approaches will not prove to be successful, and there can be no guarantee that our drug technologies will result in any
commercially successful products.
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We have recently experienced significant turnover in senior management.

Recently, we have experienced significant turnover in our senior management team, including the departures of our Chief Executive Officer,
Chief Financial Officer and all three members of our board of directors. As a result of these changes, we have a new management team and

board of directors. It is not yet possible to assess how effective this new management team will be or whether the board will be able to work
together to accomplish the Company s business objectives. Additionally, changes in management are disruptive to the organization and any
further changes, which will be necessary as the Company grows and needs to add additional members to the management team, may slow the
Company s progress toward its goals. Changes in composition of our board of directors may also be disruptive and the loss of the experience and
capabilities of any of our board members may reduce the effectiveness of the board.

We have a small management team and are highly dependent on the services of George Tidmarsh, our Chief Executive Officer. Additionally,
we will face challenges in growing our headcount over time.

We have only one officer, George Tidmarsh, who serves as our Chief Executive Officer and as our principal financial officer. Dr. Tidmarsh is
responsible for planning the development of our upcoming Phase 2a clinical study of GCS-100 and oversees all aspects of our day-to-day
operations. Accordingly, we are highly dependent on the services of Dr. Tidmarsh and, if we lost his services, our ability to continue the
development of GCS-100 within the time periods and budgets we have planned would be severely compromised.

Additionally, if we are successful in developing GCS-100, we will need to hire additional employees to support expanded operations. The
industry in which we compete has a high level of employee mobility and aggressive recruiting of skilled employees. This type of environment
creates intense competition for qualified personnel, particularly in clinical and regulatory affairs, sales and marketing and accounting and
finance. We may not be successful attracting or retaining additional employees, which could limit our ability to grow and successfully manage
our business over time.

Our ability to raise additional capital and enter into strategic transactions requires the approval of our preferred stockholders.

The terms of the Series C/D Certificate impose certain restrictions on the Company and our ability to engage in selected actions that may be out
of the ordinary course of business. For example, the Series C/D Certificate provides that without the approval by at least 80% of the then
outstanding preferred stockholders, the Company may not: issue capital stock; enter into a definitive agreement that, if consummated, would
effect a change of control; amend its certificate of incorporation; or take corporate action that, if consummated, would represent a strategic
transaction. Additionally, the Company may not, until after February 2013, incur expenditures that would cause the Company s cash balances to
fall below $2.9 million. Accordingly, even if we identify an opportunity to further develop GCS-100 or another drug candidate, our ability to
enter into an appropriate arrangement to continue our operations may be more difficult than in the absence of these restrictions. We may be
prohibited from developing a partnership to further develop GCS-100, or entering into an agreement to acquire rights to another drug candidate
for development if we do not receive approval from the requisite investors. If we cannot develop a product candidate, our resources will continue
to be depleted and our ability to continue operations will be adversely affected.

Our financial reporting is complicated and may confuse investors.

The securities we issued in the May 2010 financing have certain features that result in mark-to-market accounting under FASB Topic of
Derivatives and Hedging. These accounting rules require that our derivative instruments be adjusted to their fair market values at each reporting
date. The fair market values are based on option pricing models and require various inputs, including our stock price, which may change from
period to period. Changes in these inputs, such as increases or decreases in our stock price, will change the value of the derivative instruments,
which means that we will likely report significant non-cash gains or losses in future periods. These gains and losses can be very substantial each
period and may result in significant period-over-period swings in our GAAP operating results. For example, for the year ended December 31,
2011, we recorded a non-cash net loss on the fair value of our derivative instruments of approximately $9.5 million. As a result, investors are
cautioned to carefully read our financial statements, the notes thereto and the Management s Discussion & Analysis of Financial Condition and
Results of Operations for a more complete understanding of our operating results. Prior results may not be indicative of future results and
periods reflecting significant non-cash income under these accounting rules would not correspond to significant positive cash flows that
investors may normally expect.
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Results from any future clinical trials we may undertake may not be sufficient to obtain regulatory approvals to market our drug candidates
in the United States or other countries on a timely basis, if at all.

Drug candidates are subject to extensive government regulations related to development, clinical trials, manufacturing and commercialization. In
order to sell any product that is under development, we must first receive regulatory approval. To obtain regulatory approval, we must conduct
clinical trials and toxicology studies that demonstrate that our drug candidates are safe and effective. The process of obtaining FDA and foreign
regulatory approvals is costly, time consuming, uncertain and subject to unanticipated delays.

The FDA and foreign regulatory authorities have substantial discretion in the approval process and may not agree that we have demonstrated
that our drug candidates are safe and effective. If our drug candidates are ultimately not found to be safe and effective, we would be unable to
obtain regulatory approval to manufacture, market and sell them. We can provide no assurances that the FDA or foreign regulatory authorities
will approve GCS-100 or, if approved, what the approved indication for GCS-100 might be.

Future clinical trials that we may undertake may be delayed or halted.

Any clinical trials of our drug candidates that we may conduct in the future may be delayed or halted for various reasons, including:

we do not have sufficient financial resources;

supplies of drug product are not sufficient to treat the patients in the studies;

patients do not enroll in the studies at the rate we expect;

the products are not effective;

patients experience negative side effects or other safety concerns are raised during treatment;

the trials are not conducted in accordance with applicable clinical practices;

there is political unrest at foreign clinical sites; or

there are natural disasters at any of our clinical sites.
If any future trials are delayed or halted, we may incur significant additional expenses, and our potential approval of our drug candidates may be
delayed, which could have a severe negative effect on our business.

If the third party manufacturers upon which we rely fail to produce our drug candidates that we require on a timely basis, or to comply with
stringent regulations applicable to pharmaceutical drug manufacturers, we may face delays in the trials, regulatory submissions, required
approvals or commercialization of our drug candidates.

We do not manufacture our drug candidates and we do not plan to develop any capacity to do so. We plan to contract with third-party
manufacturers to manufacture GCS-100. The manufacture of pharmaceutical products requires significant expertise and capital investment,
including the development of advanced manufacturing techniques and process controls. Manufacturers of pharmaceutical products often
encounter difficulties in production which include difficulties with production costs and yields, quality control and assurance and shortages of
qualified personnel, as well as compliance with strictly enforced federal, state and foreign regulations. The third-party manufacturers we may
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In addition to product approval, any facility in which GCS-100 is manufactured or tested for its ability to meet required specifications must be
approved by the FDA and/or the EMA before a commercial product can be manufactured. Failure of such a facility to be approved could delay
the approval of GCS-100.

Any of these factors could cause us to delay or suspend any future clinical trials, regulatory submissions, required approvals or
commercialization of GCS-100, entail higher costs and result in our being unable to effectively commercialize products.

Our success in developing and marketing our drug candidates depends significantly on our ability to obtain patent protection. In addition,
we will need to successfully preserve our trade secrets and operate without infringing on the rights of others.

We depend on patents and other unpatented intellectual property to prevent others from improperly benefiting from products or technologies that
we may have developed or acquired. Our patents and patent applications cover various technologies and drug candidates, including GCS-100.
There can be no assurance, however, that any additional patents will be issued, that the scope of any patent protection will be sufficient to
protect us or our technology, or that any current or future issued patent will be held valid if subsequently challenged. There is a substantial
backlog of biotechnology patent applications at the United States Patent and Trademark Office that may delay the review and issuance of any
patents. The patent position of biotechnology firms like ours is highly uncertain and involves complex legal and factual questions, and no
consistent policy has emerged regarding the breadth of claims covered in biotechnology patents or the protection afforded by these patents.
Additionally, a recent U.S. Supreme Court opinion further limits the scope of patentable inventions in the life sciences space and has added
increased uncertainty around the validity of certain patents that have been issued and the patentability of certain pending patent applications. We
intend to continue to file patent applications as believed appropriate for patents covering both our products and processes. However, there can be
no assurance that patents will be issued from any of these applications, or that the scope of any issued patents will protect our technology.

We do not necessarily know if others, including competitors, have patents or patent applications pending that relate to compounds or processes
that overlap or compete with our intellectual property or which may affect our freedom to operate.

However, there can be no assurance that patents will not ultimately be found to impact the advancement of our drug candidates, including
GCS-100. If the United States Patent and Trademark Office or any foreign counterpart issues or has issued patents containing competitive or
conflicting claims, and if these claims are valid, the protection provided by our existing patents or any future patents that may be issued could be
significantly reduced, and our ability to prevent competitors from developing products or technologies identical or similar to ours could be
negatively affected. In addition, there can be no guarantee that we would be able to obtain licenses to these patents on commercially reasonable
terms, if at all, or that we would be able to develop or obtain alternative technology. Our failure to obtain a license to a technology or process
that may be required to develop or commercialize one or more of our drug candidates may have a material adverse effect on our business. In
addition, we may have to incur significant expense and management time in defending or enforcing our patents.

We also rely on unpatented intellectual property such as trade secrets and improvements, know-how, and continuing technological innovation.
While we seek to protect these rights, it is possible that:

others, including competitors, will develop inventions relevant to our business;

our confidentiality agreements will be breached, and we may not have, or be successful in obtaining, adequate remedies for such a breach;
or

our trade secrets will otherwise become known or be independently discovered by competitors.
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We could incur substantial costs and devote substantial management time in defending suits that others might bring against us for infringement
of intellectual property rights or in prosecuting suits that we might bring against others to protect our intellectual property rights.

Because a number of companies compete with us, many of which have greater resources than we do, and because we face rapid changes in
technology in our industry, we cannot be certain that our products will be accepted in the marketplace or capture market share.

Competition from domestic and foreign biotechnology companies, large pharmaceutical companies and other institutions is intense and is
expected to increase. A number of companies and institutions are pursuing the development of pharmaceuticals in our targeted areas. Many of
these companies are very large, and have financial, technical, sales and distribution and other resources substantially greater than ours. The
greater resources of these competitors could enable them to develop competing products more quickly than we are able to, and to market any
competing product more quickly or effectively so as to make it extremely difficult for us to develop a share of the market for our products. These
competitors also include companies that are conducting clinical trials and pre-clinical studies in the field of cancer therapeutics. Our competitors
may develop or obtain regulatory approval for products more rapidly than we do. Also, the biotechnology and pharmaceutical industries are
subject to rapid changes in technology. Our competitors may develop and market technologies and products that are more effective or less costly
than those we are developing, or that would render our technology and proposed products obsolete or noncompetitive.

II. RISK FACTORS RELATED SPECIFICALLY TO OUR STOCK.

We currently have 5.5 million shares of common stock outstanding and currently may be required to issue up to 6.7 billion shares of
common stock upon conversion of existing preferred stock and preferred stock warrants. Such an issuance would be significantly dilutive to
our existing common stockholders.

Upon the closing of the May 2010 financing, the Company issued to investors approximately 5,134 shares of Series C-12 Preferred. In light of
the conversion ratio of our preferred stock (213,083 shares of common stock underlying every one share of Series C-1? Preferred), the issuance
of such a large number of preferred shares diluted the ownership of our existing stockholders and provided the new investors with a sizeable
interest in the Company. These investors also received warrants to purchase shares of other series of preferred stock that may also be converted
into common stock at a rate of 213,083 shares of common stock for every share of preferred stock held.

Giving effect to the potential exercise of the outstanding preferred warrants, and assuming the conversion of all preferred stock into common
stock at the current conversion rate, we would have approximately 6.7 billion shares of common stock issued and outstanding, although the
issuance of the common stock upon the conversion of our preferred stock is limited by a 9.999% beneficial ownership cap for each preferred
stockholder. With approximately 5.5 million shares of common stock issued and outstanding as of the date of this report, the issuance of this
number of shares of common stock underlying the preferred stock would represent approximately 99% dilution to our existing stockholders. It is
possible that our current stock price does not reflect our fully-diluted and as-converted capital structure, which means that the conversion of
preferred stock into common stock could significantly reduce our stock price.

Future adjustments to the conversion prices of our convertible securities may result in further dilution of our stockholders ownership upon
conversion of such securities.

The conversion price for the 2012 New Preferred Stock was automatically adjusted downward following the 2012 Reverse Stock Split because
the average of the closing sales prices following the stock split was less than ten times the split-adjusted conversion price. Accordingly, the
conversion price of the 2012 New Preferred Stock was reduced to a price equal to 10% of the average stock price at that time. Effective on
March 3, 2012, each share of 2012 New Preferred Stock became convertible into approximately 213,083 shares of common stock; prior to that
date, each share of 2012 New Preferred Stock was convertible into approximately 1,667 shares of common stock.
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The conversion price of our outstanding preferred stock has a full ratchet anti-dilution adjustment, which means that it will be further reduced if
we issue additional shares of common stock, or common stock equivalents, for consideration that is less than the then applicable conversion

price, or if the conversion or exercise price of any common stock equivalent is adjusted or modified to a price less than the then applicable
conversion price. If such adjustments occur, our outstanding preferred stock will be convertible into a greater number of shares and our current
stockholders ownership holdings will be further diluted upon conversion of such preferred stock into common stock.

The delisting of our common stock could have a substantial effect on the price and liquidity of our common stock.

On March 4, 2010, our common stock was delisted from the Nasdaq Capital Market and we began trading on The Pink OTC Markets, Inc. and
have since moved to The OTC Bulletin Board (the OTC BB ). As a result of trading on the OTC BB, the market liquidity of our common stock
may be adversely affected as certain investors may not trade in securities that are quoted on the OTC BB due to considerations including low
price, illiquidity, and the absence of qualitative and quantitative listing standards. For example, since being delisted from Nasdaq, we are no
longer subject to the Nasdagq listing standards, which included, among other things, that we seek stockholder approval for certain extraordinary
transactions, such as the issuance of more than 20% of our common stock at a price that is below market. Accordingly, we are no longer required
to obtain stockholder approval for such transactions and may, under Delaware corporate law, effect transactions such as this without prior notice
and without stockholder approval.

In addition, our stockholders ability to trade or obtain quotations on our shares may be severely limited because of lower trading volumes and
transaction delays. These factors may contribute to lower prices and larger spreads in the bid and ask price for our common stock. Specifically,
you may not be able to resell your shares at or above the price you paid for such shares or at all. In addition, class action litigation has often been
instituted against companies whose securities have experienced periods of volatility in market price. Any such litigation brought against us could
result in substantial costs and a diversion of management s attention and resources, which could hurt our business, operating results and financial
condition.

The price of our common stock has been, and will be, volatile and may continue to decline.

Our stock has historically experienced significant price and volume volatility and could continue to be volatile. Market prices for securities of
biotechnology and pharmaceutical companies, including ours, have historically been highly volatile, and the market has from time to time
experienced significant price and volume fluctuations that are unrelated to the operating performance of particular companies. The following
factors, among others, can have a significant effect on the market price of our securities:

significant conversions of preferred stock into common stock and sales of these shares;

results from our preclinical studies and clinical trials;

limited financial resources;

announcements regarding financings, mergers or other strategic transactions;

future sales of significant amounts of our capital stock by us or our stockholders;

developments in patent or other proprietary rights;

developments concerning potential agreements with collaborators; and
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Our common stock is considered a penny stock and does not qualify for exemption from the penny stock restrictions, which may make
it more difficult for you to sell your shares.

Our common stock is classified as a penny stock by the SEC and is subject to rules adopted by the SEC regulating broker-dealer practices in
connection with transactions in penny stocks. The SEC has adopted regulations which define a penny stock to be any equity security that has a
market price of less than $5.00 per share, or with an exercise price of less than $5.00 per share, subject to certain exceptions. For any transaction
involving a penny stock, unless exempt, these rules require delivery, prior to any transaction in a penny stock, of a disclosure schedule relating

to the penny stock market. Disclosure is also required to be made about current quotations for the securities and about commissions payable to

both the broker-dealer and the registered representative. Finally, broker-dealers must send monthly statements to purchasers of penny stocks
disclosing recent price information for the penny stock held in the account and information on the limited market in penny stocks. As a result of

our shares of common stock being subject to the rules on penny stocks, the liquidity of our common stock may be adversely affected.

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

We maintain our operations in a temporary space under a short-term arrangement and expect that we will continue that arrangement through at
least the end of fiscal 2012.

Item 3. Legal Proceedings.
We are not currently a party to any legal proceedings.
Item 4. Mine Safety Disclosures.

Not applicable.
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PART II
Item 5. Market For Registrant s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.
Information About Our Common Stock

As of March 4, 2010, our common stock was delisted from the Nasdaq Capital Market and began trading on the Pink OTC Markets, under the

symbol LJPC.PK and has since transitioned to The OTC Bulletin Board (the OTC BB ). Set forth below are the high and low sales prices for our
common stock for each full quarterly period within the two most recent fiscal years, adjusted to reflect the 1-for-100 reverse split of our common
stock, which was implemented in February 2012.

Prices
High Low

Year Ended December 31, 2011

First Quarter $ 420 $ 200
Second Quarter 315 0.55
Third Quarter 2.90 0.20
Fourth Quarter 0.42 0.20
Year Ended December 31, 2010

First Quarter $ 2,640 $ 600
Second Quarter 840 360
Third Quarter 490 300
Fourth Quarter 390 200

We have never paid dividends on our common stock and we do not anticipate paying dividends in the foreseeable future. The number of
common stock shares outstanding as of March 23, 2012 was 5,542,519 shares.

Information About Our Equity Compensation Plans
Information regarding our equity compensation plans is incorporated by reference in Item 12 of Part III of this annual report on Form 10-K.
Item 6. Selected Financial Data

We are a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and are 