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Cytokinetics, Incorporated
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

May 18, 2011

To the Stockholders:

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of Cytokinetics, Incorporated (the Company ),
a Delaware corporation, will be held on Wednesday, May 18, 2011, at 10:00 a.m. local time, at the Embassy Suites
Hotel, 250 Gateway Boulevard, South San Francisco, CA 94080, for the following purposes:

1. To elect L. Patrick Gage and Wendell Wierenga as Class I Directors, each to serve for a three-year term and until
their successors are duly elected and qualified (Proposal One);

2. To ratify the selection by the Audit Committee of the Board of Directors of PricewaterhouseCoopers LLP as the
independent registered public accounting firm to the Company for the fiscal year ending December 31, 2011

(Proposal Two);

3. To approve an amendment to the Amended and Restated Certificate of Incorporation increasing the number of
authorized shares of common stock from 170,000,000 shares to 245,000,000 shares (Proposal Three);

4. To approve the material terms of the 2004 Equity Incentive Plan, as amended, including an increase in the number
of authorized shares reserved for issuance thereunder by 3,000,000 shares (Proposal Four);

5. To approve, on an advisory basis, the compensation of the named executive officers, as disclosed in the Company s
Proxy Statement for the 2011 Annual Meeting of Stockholders (Proposal Five);

6. To determine, on an advisory basis, the frequency with which the stockholders of the Company wish to have an
advisory vote on the compensation of the named executive officers (Proposal Six);

7. To transact such other business as may properly be brought before the meeting and any adjournment(s) thereof.
The foregoing items of business are more fully described in the Proxy Statement accompanying this Notice.

Only stockholders of record at the close of business on March 23, 2011 are entitled to notice of and to vote at the
meeting.

Sincerely,
Sharon A. Barbari
Corporate Secretary

South San Francisco, California
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YOUR VOTE IS IMPORTANT

THIS PROXY STATEMENT IS FURNISHED IN CONNECTION WITH THE SOLICITATION OF
PROXIES BY THE COMPANY, ON BEHALF OF THE BOARD OF DIRECTORS, FOR THE 2011
ANNUAL MEETING OF STOCKHOLDERS. THE PROXY STATEMENT AND THE RELATED PROXY
FORM ARE BEING DISTRIBUTED ON OR ABOUT APRIL §, 2011. IF YOU ARE A STOCKHOLDER OF
RECORD YOU CAN VOTE YOUR SHARES USING ONE OF THE FOLLOWING METHODS:

COMPLETE AND RETURN A WRITTEN PROXY CARD
BY INTERNET OR TELEPHONE
ATTEND THE COMPANY S 2011 ANNUAL MEETING OF STOCKHOLDERS AND VOTE

ALL STOCKHOLDERS ARE CORDIALLY INVITED TO ATTEND THE MEETING. HOWEVER, TO
ENSURE YOUR REPRESENTATION AT THE MEETING, YOU ARE URGED TO MARK, SIGN, DATE
AND RETURN THE ENCLOSED PROXY CARD AS PROMPTLY AS POSSIBLE IN THE
POSTAGE-PREPAID ENVELOPE ENCLOSED FOR THAT PURPOSE OR VOTE YOUR SHARES BY
INTERNET OR TELEPHONE. ANY STOCKHOLDER ATTENDING THE MEETING MAY VOTE IN
PERSON EVEN IF HE OR SHE HAS RETURNED A PROXY CARD OR VOTED BY INTERNET OR
TELEPHONE. PLEASE NOTE, HOWEVER, THAT IF YOUR SHARES ARE HELD OF RECORD BY A
BROKER, BANK OR OTHER NOMINEE AND YOU WISH TO VOTE AT THE MEETING, YOU MUST
OBTAIN A PROXY ISSUED IN YOUR NAME FROM THAT RECORD HOLDER.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of
Stockholders to be Held on May 18, 2011

This Proxy Statement, Notice of Annual Meeting and Form of Proxy Card and the 2010 Annual Report to
Stockholders are available at www.cytokinetics.com/proxy. You may obtain directions to the Annual Meeting
of Stockholders by directing a request to:

Investor Relations

Cytokinetics, Incorporated

280 East Grand Avenue

South San Francisco, California 94080
email: investor@cytokinetics.com
Telephone: 650-624-3000
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CYTOKINETICS, INCORPORATED
280 East Grand Avenue
South San Francisco, California 94080

PROXY STATEMENT
FOR THE ANNUAL MEETING OF STOCKHOLDERS
May 18, 2011

INFORMATION CONCERNING SOLICITATION AND VOTING
General

The Board of Directors of Cytokinetics, Incorporated (the Company ) is soliciting proxies for use at the Annual

Meeting of Stockholders (the Annual Meeting ) to be held at the Embassy Suites Hotel, 250 Gateway Boulevard, South

San Francisco, CA 94080, on Wednesday, May 18, 2011, at 10:00 a.m. local time, and at any adjournment(s) thereof,
for the purposes set forth herein and in the accompanying Notice of Annual Meeting of Stockholders. The Company s
principal executive offices are located at the address listed at the top of the page and the telephone number is

(650) 624-3000.

The Company s Annual Report and its Annual Report on Form 10-K, containing financial statements for the fiscal year
ended December 31, 2010, are being provided together with these proxy solicitation materials to all stockholders
entitled to vote. This proxy statement, the accompanying proxy card, the Company s Annual Report and its Annual
Report on Form 10-K will first be mailed on or about April 5, 2011 to all stockholders entitled to vote at the meeting.

THE COMPANY SHALL PROVIDE WITHOUT CHARGE TO ANY STOCKHOLDER SOLICITED BY THESE
PROXY SOLICITATION MATERIALS A COPY OF THE COMPANY S ANNUAL REPORT ON FORM 10-K,
TOGETHER WITH THE FINANCIAL STATEMENTS REQUIRED TO BE FILED WITH THE ANNUAL
REPORT ON FORM 10-K, UPON REQUEST OF THE STOCKHOLDER MADE IN WRITING TO
CYTOKINETICS, INCORPORATED, 280 EAST GRAND AVENUE, SOUTH SAN FRANCISCO, CALIFORNIA,
94080, ATTN: INVESTOR RELATIONS, ANNUAL STOCKHOLDER MEETING.

Record Date and Share Ownership

Stockholders of record at the close of business on March 23, 2011 (the Record Date ) are entitled to notice of and to
vote at the meeting and at any adjournment(s) thereof. The Company has one series of common shares issued and
outstanding, designated as Common Stock, $0.001 par value per share (the Common Stock ). As of the Record Date,
170,000,000 shares of Common Stock were authorized and 66,916,100 shares were issued and outstanding. As of the

Record Date, 10,000,000 shares of Preferred Stock were authorized and none were issued or outstanding.

Revocability of Proxies
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Any proxy given pursuant to this solicitation may be revoked by the person giving it at any time before its use by:
(1) issuing a later proxy, (ii) delivering to the Company at its principal offices (Attention: Corporate Secretary) a
written notice of revocation, or (iii) attending the Annual Meeting and voting in person.

Voting
On all matters, each share has one vote.
Solicitation of Proxies

The Company will bear the entire cost of solicitation of proxies, including preparation, assembly, printing and mailing
of this proxy statement, the proxy card and any additional information furnished to stockholders. Copies of solicitation
materials will be furnished to banks, brokerage houses, fiduciaries and custodians holding in their names shares of
Common Stock beneficially owned by others to forward to such beneficial owners. The Company may reimburse
persons representing beneficial owners of Common Stock for their costs of forwarding solicitation materials to such
beneficial owners. Proxies may be solicited by certain of the Company s directors, officers and regular employees,
without additional compensation, personally or by telephone or facsimile.

1
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Voting Via the Internet or by Telephone

Stockholders may grant a proxy to vote their shares by means of the telephone or on the Internet. The laws of the State
of Delaware, under which the Company is incorporated, specifically permit electronically transmitted proxies,
provided that each such proxy contains or is submitted with information from which the Inspector of Elections can
determine that such proxy was authorized by the stockholder.

The telephone and Internet voting procedures below are designed to authenticate stockholders identities, to allow
stockholders to grant a proxy to vote their shares and to confirm that stockholders instructions have been recorded
properly. Stockholders granting a proxy to vote via the Internet should understand that there may be costs associated
with electronic access, such as usage charges from Internet access providers and telephone companies, which must be
borne by the stockholder.

For Shares Registered in Your Name

Stockholders of record as of the close of business on the March 23, 2011 record date may go to
www.proxyvoting.com/cytk to grant a proxy to vote their shares by means of the Internet. They will be required to
provide the Company s number and control number contained on their proxy cards. The voter will then be asked to
complete an electronic proxy card. The votes represented by such proxy will be generated on the computer screen and
the voter will be prompted to submit or revise them as desired. Any stockholder using a touch-tone telephone may
also grant a proxy to vote shares by calling 1-866-540-5760 and following the recorded instructions.

For Shares Registered in the Name of a Broker or Bank

Most beneficial owners whose stock is held in street name receive instructions for granting proxies from their banks,
brokers or other agents, rather than the Company s proxy card.

A number of brokers and banks are participating in a program provided through Broadridge Financial Solutions that
offers the means to grant proxies to vote shares via telephone and the Internet. If your shares are held in an account
with a broker or bank participating in the Broadridge Financial Solutions program, you may grant a proxy to vote
those shares telephonically by calling the telephone number shown on the instruction form received from your broker
or bank, or via the Internet at Broadridge Financial Solutions web site at www.proxyvote.com.

General Information for All Shares Voted Via the Internet or By Telephone

Votes submitted via the Internet or by telephone must be received by 11:59 p.m., Eastern Time on May 17, 2011.
Submitting your proxy via the Internet or by telephone will not affect your right to vote in person should you decide to
attend the Annual Meeting.

Quorum; Abstentions; Broker Non-Votes

Votes cast by proxy or in person at the Annual Meeting ( Votes Cast ) will be tabulated by the Inspector of Elections
(the Inspector ) who is expected to be a representative from BNY Mellon Shareowner Services, the Company s
Transfer Agent and Registrar. The Inspector will also determine whether or not a quorum is present. Except in certain
specific circumstances, the affirmative vote of a majority of shares present in person or represented by proxy at a duly
held meeting at which a quorum is present is required under Delaware law for approval of proposals presented to
stockholders. In general, Delaware law provides that a quorum consists of a majority of shares entitled to vote and
present or represented by proxy at the meeting.

Table of Contents 10



Edgar Filing: CYTOKINETICS INC - Form DEF 14A

The Inspector will treat shares that are voted WITHHELD or ABSTAIN as being present and entitled to vote for
purposes of determining the presence of a quorum. However, such shares will not be treated as votes in favor of
approving any matter submitted to the stockholders for a vote. When proxies are properly dated, executed and
returned, or if instructions are properly carried out for Internet or telephone voting, the shares represented by such
proxies will be voted at the Annual Meeting in accordance with the stockholder s instructions. If no specific
instructions are given, the shares will be voted (i) for the election of the nominees for directors set forth herein; (ii) for
the ratification of PricewaterhouseCoopers LLP; (iii) for approval of the amendment to the Amended and Restated
Certificate of Incorporation; (iv) for approval of the material terms of the 2004 Equity Incentive Plan, as amended;

2

Table of Contents 11



Edgar Filing: CYTOKINETICS INC - Form DEF 14A

Table of Contents

(v) for approval, on an advisory basis, of the compensation of the named executive officers; (vi) for selection of every
three years as the frequency with which the stockholders will vote, on an advisory basis, on the compensation of the
named executive officers; and (vii) upon such other business as may properly come before the Annual Meeting or any
adjournment thereof, but will not be voted in the election of directors other than as provided in (i) above.

If a broker indicates on the enclosed proxy or its substitute that such broker does not have discretionary authority as to
certain shares to vote on a particular matter ( broker non-votes ), then those shares will be considered as present with
respect to establishing a quorum for the transaction of business. Discretionary items are proposals considered routine
under the rules of the New York Stock Exchange ( NYSE ) on which your broker may vote shares held in street name
in the absence of your voting instructions. Non-discretionary items are matters that may substantially affect the rights
or privileges of stockholders, such as mergers, stockholder proposals, elections of directors (even if not contested)
and, for the first time, under a new amendment to the NYSE rules, executive compensation, including the advisory
stockholder votes on executive compensation and on the frequency of stockholder votes on executive compensation.
On non-discretionary items for which you do not give your broker instructions, the shares will be treated as broker
non-votes. The Company believes that the tabulation procedures to be followed by the Inspector are consistent with
the general statutory requirements in Delaware concerning voting of shares and determination of a quorum.

Broker non-votes with respect to proposals set forth in this proxy statement will not be considered Votes Cast and,
accordingly, will not affect the determination as to whether the requisite number of Votes Cast has been obtained with
respect to a particular matter. Abstentions and broker non-votes will be counted towards the quorum requirement. If
there is no quorum, a majority of the votes present at the meeting may adjourn the meeting to another date.

Deadline for Receipt of Stockholder Proposals

Stockholders are entitled to present proposals for action at a forthcoming meeting if they comply with the
requirements of the Company s bylaws and the rules established by the Securities and Exchange Commission (the
SEC ) under the Securities Exchange Act of 1934, as amended (the Exchange Act ). Under these requirements,
proposals of stockholders of the Company that are intended to be presented by such stockholders at the Company s
2012 Annual Meeting of Stockholders must be received by the Company no later than November 29, 2011. A copy of
the relevant bylaws provisions relating to stockholder proposals is available upon written request to Cytokinetics,
Incorporated, 280 East Grand Avenue, South San Francisco, California 94080, Attention: Corporate Secretary.

Results of the Voting at the Annual Meeting
Preliminary voting results will be announced at the Annual Meeting. Final voting results will be published in a current
report on Form 8-K that we expect to file within four business days after the Annual Meeting. If final voting results
are not available to us in time to file a current report on Form 8-K within four business days after the Annual Meeting,
we intend to file a current report on Form 8-K to publish preliminary results and, within four business days after the
final results are known to us, file an additional current report on Form 8-K to publish the final results.
PROPOSAL ONE

ELECTION OF TWO CLASS I DIRECTORS
Nominees
The Company s Board of Directors currently has eight members. The Company has a classified Board of Directors,

which is divided into three classes of directors whose terms expire at different times. The three classes are currently
comprised of the following directors:

Table of Contents 12
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Class I consists of L. Patrick Gage and Wendell Wierenga, who will serve until the 2011 Annual Meeting of
Stockholders and stand for re-election as Class I directors at such meeting;

Class II consists of Robert I. Blum, Denise M. Gilbert and James A. Spudich, who will serve until the 2012
Annual Meeting of Stockholders and until their successors have been duly elected and qualified; and

3
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Class III consists of Santo J. Costa, Stephen Dow and John T. Henderson, who will serve until the 2013 Annual
Meeting of Stockholders and until their successors have been duly elected and qualified.

At each Annual Meeting of Stockholders, the successors to directors whose terms will then expire will be elected to
serve from the time of election and qualification until the third Annual Meeting of Stockholders following election
and until their successors have been duly elected and qualified. Any additional directorships resulting from an increase
in the number of directors will be distributed among the three classes so that, as nearly as possible, each class will
consist of an equal number of directors.

Unless otherwise instructed, the proxy holders will vote the proxies received by them for the Company s two nominees
named below, who are currently directors of the Company. The nominees have consented to be named as nominees in
the proxy statement and to continue to serve as directors if elected. If any nominee becomes unable or declines to

serve as a director or if additional persons are nominated at the meeting, the proxy holders intend to vote all proxies
received by them in such a manner as will assure the election of the nominees listed below if possible (or, if new
nominees have been designated by the Board of Directors, in such a manner as to elect such nominees), and the

specific nominees to be voted for will be determined by the proxy holders.

The nominees for the Class I directors are as follows:
L. Patrick Gage
Wendell Wierenga

Biographical information for each Class I director can be found below in the Board of Directors section. The
Company is not aware of any reason that any nominee will be unable or will decline to serve as a director. The term of
office of each person elected as a Class I director will continue until the Company s 2014 Annual Meeting of
Stockholders or until a successor has been elected and qualified. There are no arrangements or understandings
between any director or executive officer and any other person pursuant to which he is or was to be selected as a
director or officer of the Company.

Vote Required

Directors will be elected by a plurality vote of the shares of Common Stock present or represented and entitled to vote
on this matter at the meeting. Accordingly, the candidates receiving the highest number of affirmative votes of shares
represented and voting on this proposal at the meeting will be elected directors of the Company. Votes withheld from
a nominee and broker non-votes will be counted for purposes of determining the presence or absence of a quorum but,
because directors are elected by a plurality vote, will have no impact once a quorum is present. See Quorum;
Abstentions; Broker Non-Votes.

THE CLASS II AND III DIRECTORS RECOMMEND THAT
STOCKHOLDERS VOTE FOR THE CLASS I NOMINEES LISTED ABOVE.

PROPOSAL TWO

RATIFICATION OF SELECTION OF PRICEWATERHOUSECOOPERS LLP
AS INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM TO THE COMPANY FOR

Table of Contents 14



Edgar Filing: CYTOKINETICS INC - Form DEF 14A
THE FISCAL YEAR ENDING DECEMBER 31, 2011

The Audit Committee of the Board of Directors has selected PricewaterhouseCoopers LLP, an independent registered
public accounting firm, to audit the Company s financial statements for the fiscal year ending December 31, 2011, and
recommends that the stockholders vote for ratification of such selection. Although action by stockholders is not
required by law, the Board of Directors has determined that it is desirable to request ratification of this selection by the
stockholders. Notwithstanding the selection or ratification, the Audit Committee, in its discretion, may direct the
selection of a new independent registered public accounting firm at any time during the year, if the Audit Committee
determines that such a change would be in the Company s best interest.

Representatives of PricewaterhouseCoopers LLP are expected to be present at the meeting and will be afforded the
opportunity to make a statement if they desire to do so, and are expected to be available to respond to appropriate
questions.
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THE BOARD OF DIRECTORS RECOMMENDS THAT
STOCKHOLDERS VOTE FOR RATIFICATION OF THE SELECTION BY THE AUDIT
COMMITTEE OF THE BOARD OF DIRECTORS OF
PRICEWATERHOUSECOOPERS LLP AS INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM TO THE COMPANY
FOR THE FISCAL YEAR ENDING DECEMBER 31, 2011.

Principal Accountant Fees and Services

Fees incurred for professional services provided by our independent registered public accounting firm in each of the
last two fiscal years were:

Years Ended
December 31,
2010 2009
Audit Fees $ 431,453 $ 652,851
Audit-Related Fees
Tax Fees
Other Fees 1,500 1,500

$ 432,953 $ 654,351

PricewaterhouseCoopers LLP served as our independent registered public accounting firm for the years ended
December 31, 2010 and 2009.

Audit fees include fees associated with the annual audit of our financial statements, the interim review of our financial
statements included in quarterly reports on Form 10-Q, fees associated with Sarbanes-Oxley compliance, audit
services provided in connection with private placements of Common Stock, issuance of consents relating to
registration statement filings with the SEC and all services that are normally provided by the accounting firm in
connection with statutory and regulatory filings or engagements.

Other fees in 2010 and 2009 consist of the cost of our subscription to an accounting research tool provided by
PricewaterhouseCoopers LLP.

All audit services and non-audit services provided to the Company by our independent registered public accounting
firm are required to be pre-approved by the Audit Committee. The pre-approval of non-audit services to be provided
by PricewaterhouseCoopers LLP includes making a determination that the provision of the services is compatible with
maintaining the independence of PricewaterhouseCoopers LLP as our independent registered public accounting firm.
All services for audit and other fees set forth in the table above were pre-approved by the Audit Committee.

Vote Required
The affirmative vote of the holders of a majority of the shares present in person or represented by proxy and entitled to

vote at the Annual Meeting will be required to ratify the selection of PricewaterhouseCoopers LLP. Abstentions will
have the same effect as negative votes. Broker non-votes are counted towards a quorum, but are not counted for any
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purpose in determining whether this matter has been approved.

PROPOSAL THREE

APPROVAL OF AMENDMENT TO THE AMENDED AND RESTATED CERTIFICATE OF
INCORPORATION INCREASING THE NUMBER OF AUTHORIZED SHARES OF COMMON
STOCK FROM 170,000,000 SHARES TO 245,000,000 SHARES.

On February 10, 2011, the Board of Directors approved, subject to stockholder approval at the Annual Meeting, an
amendment to Article IV of the Amended and Restated Certificate of Incorporation of the Company

5
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increasing the number of authorized shares of Common Stock by 75,000,000 shares from 170,000,000 shares to
245,000,000 shares (the Authorized Share Increase ). Each additional share of Common Stock authorized by the
Authorized Share Increase will have the same rights and privileges as each share of Common Stock presently
authorized. Stockholders have no preemptive rights to receive or purchase any of the additional shares of Common
Stock to be authorized by the proposed amendment.

The Board of Directors believes that the availability of the additional shares of Common Stock for the purposes stated
will be beneficial to the Company by increasing the flexibility of its business and financial planning. The proposed
increase in the number of authorized shares of Common Stock will ensure that shares will be available, if needed, for
issuance in connection with raising capital, issuing stock dividends, effecting stock splits, providing equity incentives
to employees, consultants, officers and directors, establishing strategic relationships with other companies, expanding
the Company s business through the acquisition of other businesses, technologies or products, and for other corporate
purposes that the Board of Directors determines are advisable.

The following table sets forth certain information with respect to the Company s Common Stock:

As of
February 28,
Common Stock 2011
Shares presently authorized for issuance 170,000,000
Shares issued and outstanding 66,910,100
Shares reserved for issuance under outstanding warrants and pursuant to equity compensation plans
and the committed equity financing facility* 18,521,149
Shares presently available for issuance 84,568,751
Shares that will be available for issuance if Proposal Three is adopted 159,568,751

* Does not include the proposed increase of 3,000,000 shares for the 2004 Equity Incentive Plan, as amended,
contemplated by Proposal Four.

If the Authorized Share Increase is approved by the stockholders, the Board of Directors will have the authority to
issue the additional authorized shares of Common Stock, or any part thereof, without further action by the
stockholders except as required by law or applicable requirements of self-regulatory organizations. For example, the
NASDAQ Stock Market LL.C, which governs the NASDAQ Global Market on which the Company s Common Stock
is listed, currently requires stockholder approval prior to the listing of additional shares in several instances, including
acquisition transactions where the present or potential issuance of shares could result in a 20% or greater increase in
the number of shares outstanding.

The Authorized Share Increase could have an anti-takeover effect, although that is not the Company s intention in
adopting it. For example, if the Company were the subject of a hostile takeover attempt, it could try to impede the
takeover by issuing shares of Common Stock, thereby diluting the voting power of the other outstanding shares and
increasing the potential cost of the takeover. The availability of this defensive strategy to the Company could
discourage unsolicited takeover attempts, thereby limiting the opportunity for the Company s stockholders to realize a
higher price for their shares than is generally available in the public markets. The Board of Directors is not currently
aware of any attempt, or contemplated attempt, to acquire control of the Company, and this proposal is not being
presented with the intent that it be utilized as a type of anti-takeover device. In addition to the Company s Common
Stock, the Company s Amended and Restated Certificate of Incorporation currently empowers the Board of Directors
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to authorize the issuance of one or more series of Preferred Stock without stockholder approval. No shares of
Preferred Stock of the Company are currently issued or outstanding. No change to the Company s Preferred Stock
authorization is requested by this Proposal Three.

If the Authorized Share Increase is adopted, it will become effective upon filing of a Certificate of Amendment to the
Company s Amended and Restated Certificate of Incorporation with the Delaware Secretary of State, the form of
which is set forth in Appendix A. However, if the Company s stockholders approve the proposed amendment, the
Board of Directors retains discretion under Delaware law not to implement the proposed amendment. If the Board of
Directors exercised such discretion, the number of authorized shares of Common Stock would remain at its current
level.
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Vote Required

The affirmative vote of the holders of a majority of the shares of Common Stock outstanding as of the Record Date
will be required to approve the Authorized Share Increase. Abstentions and broker non-votes will have the same effect
as negative votes.

THE BOARD OF DIRECTORS RECOMMENDS THAT STOCKHOLDERS VOTE FOR APPROVAL OF
THE AMENDMENT TO THE AMENDED AND RESTATED CERTIFICATE OF INCORPORATION
INCREASING THE NUMBER OF AUTHORIZED SHARES OF COMMON STOCK FROM
170,000,000 SHARES TO 245,000,000 SHARES.

PROPOSAL FOUR

APPROVAL OF MATERIAL TERMS OF
THE 2004 EQUITY INCENTIVE PLAN, AS AMENDED

The 2004 Equity Incentive Plan, as amended (the 2004 Equity Plan ), was originally adopted by the Board of Directors
in January 2004 and approved by the stockholders in February 2004. Our stockholders approved amendments to the
2004 Equity Plan in May 2008, May 2009 and May 2010. A total of 1,600,000 split-adjusted shares of Common Stock
were initially authorized for issuance under the 2004 Equity Plan. The authorized amount was thereafter increased
pursuant to: i) the evergreen provisions of the 2004 Equity Plan, through May 2008; ii) by shares returned to the
Company s 1997 Stock Option/Stock Issuance Plan (the 1997 Plan ) that were rolled into the 2004 Equity Plan pursuant
to the terms of the 2004 Equity Plan; iii) by 2,000,000 shares as of May 22, 2008 as approved by the stockholders;

iv) by 2,000,000 shares as of May 21, 2009 as approved by the stockholders, and v) by 2,300,000 shares as of May 20,
2010 as approved by the stockholders. As of February 28, 2011, a total of 12,754,668 shares are authorized for

issuance under the 2004 Equity Plan, which may be increased by the number of shares, if any, returned on or after
February 28, 2011 to the 1997 Plan as a result of termination of options or repurchase of shares issued under such

plan, up to a maximum of 467,003 additional shares.

The Board of Directors is now requesting that the stockholders approve the material terms of the 2004 Equity Plan,
including the amendments adopted by Board of Directors on February 10, 2011. These amendments include the
increase of the number of authorized shares reserved for issuance under the 2004 Equity Plan by an aggregate of
3,000,000 shares. The Board of Directors has approved the 2004 Equity Plan and the increase to the authorized share
reserve, subject to approval from the stockholders at the Annual Meeting. If the stockholders approve the amended
2004 Equity Plan, it will replace the current version of the 2004 Equity Plan and will continue in effect until
February 9, 2021 unless terminated earlier by the Board of Directors. If the stockholders do not approve the amended
2004 Equity Plan, the current version of the 2004 Equity Plan will remain in effect through the remainder of its term.
Stockholder approval of this proposal will also constitute a re-approval of the 2004 Equity Plan for purposes of
Section 162(m) of the Internal Revenue Code of 1986, as amended (the Code ).

Amendments to the 2004 Equity Plan
The following is a summary of the amendments to the 2004 Equity Plan approved by the Board of Directors. This

summary is qualified in its entirety by reference to the actual text of the proposed amendments to the 2004 Equity
Plan, set forth as Appendix B.
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An increase to the number of authorized shares of the Company s Common Stock reserved for issuance under
the 2004 Equity Plan of 3,000,000 shares, from 12,754,668 shares as of February 28, 2011 to
15,754,668 shares;

An amendment to the 2004 Equity Plan to allow the Company to award restricted stock units to employees,
directors and consultants;

An extension of the termination date of the 2004 Equity Plan from January 14, 2014 to February 9, 2021; and
Certain non-substantive revisions to the 2004 Equity Plan intended to clarify existing language.
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The Board of Directors believes that the approval of the amended 2004 Equity Plan is essential to the Company s
continued success. In particular, the Board of Directors believes that the Company s employees are its most valuable
assets and that the awards permitted under the 2004 Equity Plan are vital to its ability to attract and retain outstanding
and highly skilled individuals in the extremely competitive labor markets in which it operates. Such awards also are
crucial to the Company s ability to motivate its employees to achieve the Company s goals. The proposed increase in
the number of shares authorized for issuance under the 2004 Equity Plan is intended to provide sufficient shares to
fund anticipated equity awards at least until the 2012 Annual Meeting of Stockholders.

In addition, if certain requirements are satisfied, Awards granted under the 2004 Equity Plan to key employees or
officers of the Company that are covered by the terms of Section 162(m) of the Code will qualify as deductible

performance-based compensation within the meaning of Section 162(m). We are seeking approval of the 2004 Equity
Plan so that Awards granted under the 2004 Equity Plan will continue to be able to qualify under Section 162(m) as
performance-based compensation.

Vote Required

The approval of the 2004 Equity Plan requires the affirmative vote of a majority of the shares present in person or
represented by proxy at the Annual Meeting. Abstentions will have the same effect as negative votes. Broker
non-votes are counted towards a quorum, but are not counted for any purpose in determining whether this matter has
been approved.

Recommendation of the Board of Directors

The Board of Directors recommends voting FOR approval of the amended 2004 Equity Plan and the number of
authorized shares reserved for issuance thereunder.

Summary of the 2004 Equity Plan, As Amended

The following is a summary of the principal features of the 2004 Equity Plan, as amended by the Board of Directors
and subject to stockholder approval as described in this Proposal Four. The summary is qualified in its entirety by
reference to the 2004 Equity Plan itself set forth in Appendix B.

The 2004 Equity Plan provides for the grant of the following types of incentive awards: (i) stock options, including
incentive stock options and nonstatutory stock options, (ii) restricted stock, (iii) stock appreciation rights,

(iv) performance units and performance shares, and (v) restricted stock units. Each of these is referred to as an Award.
The 2004 Equity Plan also provides the ability to grant performance restricted stock, performance units and
performance shares, and performance restricted stock units, which enable the Compensation and Talent Committee of
the Board of Directors to use performance goals or other business criteria in establishing specific targets to be attained
as a condition to the granting or vesting of Awards.

Eligibility. Those who will be eligible for Awards under the 2004 Equity Plan are members of the Board of Directors
and employees and consultants who provide services to the Company and its parent or subsidiaries. As of

February 28, 2011, approximately 111 of our employees, directors and consultants are eligible to participate in the
2004 Equity Plan.

Number of Shares of Common Stock Available Under the 2004 Equity Plan. The maximum aggregate number of

shares that may be awarded and sold under the 2004 Equity Plan, after giving effect to the proposed amendment, is
15,754,668 shares, which may be increased by the number of shares, if any, returned on or after February 28, 2011 to
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the 1997 Plan as a result of termination of options or repurchase of shares issued under such plan, up to a maximum of
467,003 additional shares.

Shares subject to Awards granted with an exercise price less than the fair market value on the date of grant count
against the share reserve as two shares for every one share subject to such an Award.

If an Award expires or becomes unexercisable without having been exercised in full, or, with respect to restricted
stock, performance shares or performance units, is forfeited to or repurchased by the Company, the unpurchased

shares (or for Awards other than options and stock appreciation rights, the forfeited or repurchased
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shares) which were subject to the Award will become available for future grant or sale under the 2004 Equity Plan.
Upon exercise of a stock appreciation rights settled in shares, the gross number of shares covered by the portion of the
stock appreciation right so exercised will cease to be available under the 2004 Equity Plan. If the exercise price of an
option is paid by tender shares owned by the participant to the Company, or by attestation to the ownership of shares
owned by the participant, the number of shares available for issuance under the 2004 Equity Plan will be reduced by
the gross number of shares for which the option is exercised. Shares that have actually been issued under the 2004
Equity Plan under any Award will not be returned to the 2004 Equity Plan and will not become available for future
distribution under the 2004 Equity Plan; provided, however, that if shares of restricted stock, performance shares,
performance units or restricted stock units are repurchased by the Company or are forfeited to the Company, such
shares will become available for future grant under the 2004 Equity Plan as described above. Shares used to pay the
exercise price of an Award and/or used to satisfy tax withholding obligations will not become available for future
grant or sale under the 2004 Equity Plan. To the extent an Award is paid out in cash rather than stock, such cash
payment will not reduce the number of shares available for issuance under the 2004 Equity Plan.

If the Company declares a stock dividend or engages in a reorganization or other change in our capital structure,
including in connection with a merger, the Administrator (as defined below) will adjust the (i) number and class of
shares available for issuance under the 2004 Equity Plan, (ii) number, class and price of shares subject to outstanding
Awards, (iii) maximum number of shares issuable under the 2004 Equity Plan and (iv) specified per-person limits on
Awards to reflect the change.

Administration of the 2004 Equity Plan. The Board of Directors, or a committee of directors or of other individuals
satisfying applicable laws and appointed by the Board of Directors (referred to as the Administrator ), will administer
the 2004 Equity Plan. To make grants to certain of the Company s officers and key employees, the members of the
committee must qualify as non-employee directors under Rule 16b-3 of the Exchange Act, and as outside directors
under Section 162(m) of the Code, so that the Company can receive a federal tax deduction for certain compensation
paid under the 2004 Equity Plan. The Board of Directors has delegated to the Compensation and Talent Committee of
the Board of Directors, administration of the 2004 Equity Plan.

Subject to the terms of the 2004 Equity Plan, the Administrator has the sole discretion to select the employees,
consultants, and directors who will receive Awards, to determine the terms and conditions of Awards, to modify or
amend each Award (subject to the restrictions of the 2004 Equity Plan), to interpret the provisions of the 2004 Equity
Plan and outstanding Awards, and to allow participants to satisfy withholding tax obligations by electing to have the
Company withhold from the shares to be issued upon exercise that number of shares having a fair market value equal
to the minimum amount required to be withheld.

The Administrator may, with stockholder approval, implement an exchange program under which (i) outstanding
Awards may be surrendered or cancelled in exchange for Awards of the same type, Awards of a different type, or
cash; (ii) participants would have the opportunity to transfer any outstanding Awards to a financial institution or other
person or entity selected by the Administrator; and/or (iii) the exercise price of an outstanding Award could be
reduced. However, subject to the mandatory anti-dilution adjustments section of the 2004 Equity Plan, the
Administrator cannot amend the terms of any Award to reduce the exercise price of such outstanding Award or cancel
an outstanding Award in exchange for cash or other Awards with an exercise price that is less than the exercise price
of the original Award, without stockholder approval.

Options. The Administrator may grant nonstatutory stock options and incentive stock options under the 2004 Equity
Plan. The Administrator determines the number of shares subject to each option, although the 2004 Equity Plan
provides that a participant may not receive options for more than 1,500,000 shares in any fiscal year, except in
connection with his or her initial employment with the Company, in which case he or she may be granted an option
covering up to a maximum of 3,000,000 shares. Stockholder approval of this Proposal Four will also constitute a
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re-approval of this 3,000,000-share limitation for purposes of Section 162(m) of the Code.

The Administrator determines the exercise price of options granted under the 2004 Equity Plan, provided the exercise
price must be at least equal to the fair market value of our Common Stock on the date of grant. In addition, the
exercise price of an incentive stock option granted to any participant who owns more than 10% of the total voting
power of all classes of our outstanding stock must be at least 110% of the fair market value of the Common Stock on
the grant date.
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The term of each option will be stated in the Award agreement. The term of an option may not exceed ten years,
except that, with respect to any participant who owns more than 10% of the voting power of all classes of the
Company s outstanding capital stock, the term of an incentive stock option may not exceed five years.

After a termination of service with the Company, a participant will be able to exercise the vested portion of his or her
option for the period of time stated in the Award agreement. If no such period of time is stated in the participant s
Award agreement, the participant (or his or her permitted transferee) will generally be able to exercise the option for
(i) three months following the participant s termination for reasons other than death or disability, and (ii) twelve
months following the participant s termination due to death or disability.

Restricted Stock. Awards of restricted stock are issuances of shares of our Common Stock, which vest in accordance
with the terms and conditions established by the Administrator in its sole discretion. For example, the Administrator
may set restrictions based on the achievement of specific performance goals. The Administrator, in its discretion, may
accelerate the time at which any restrictions will lapse or be removed. The Award agreement generally will grant the
Company a right to repurchase or reacquire the shares upon the termination of the participant s service with the
Company for any reason, including death or disability. The Administrator will determine the number of shares granted
pursuant to an Award of restricted stock, but for Awards of restricted stock that are intended to qualify as
performance-based compensation under Section 162(m) of the Code, no participant will be granted a right to purchase
or acquire more than 1,000,000 shares of restricted stock during any fiscal year, except that a participant may be
granted up to an additional 1,000,000 shares of restricted stock in connection with his or her initial employment with
the Company, in which case he or she may be granted up to 2,000,000 shares of restricted stock. Stockholder approval
of this Proposal Four will also constitute a re-approval of this 2,000,000-share limitation for purposes of
Section 162(m) of the Code.

Stock Appreciation Rights. Stock appreciation rights ( SARs ), are rights to receive the appreciation in fair market
value of Common Stock between the exercise date and the date of grant. The Company can pay the appreciation in
either cash, shares of Common Stock or a combination thereof. The Administrator, subject to the terms of the 2004
Equity Plan, will have complete discretion to determine the terms and conditions of SARs granted under the 2004
Equity Plan, provided, however, that the exercise price may not be less than 100% of the fair market value of a share
on the date of grant and the term of an SAR may not exceed ten years. No participant will be granted SARs covering
more than 1,500,000 shares during any fiscal year, except that a participant may be granted SARs covering up to an
additional 1,500,000 shares in connection with his or her initial employment with the Company, in which case he or
she may be granted SARs covering up to a maximum of 3,000,000 shares. Stockholder approval of this Proposal Four
will also constitute a re-approval of this 3,000,000-share limitation for purposes of Section 162(m) of the Code.

The Administrator may grant affiliated SARs, freestanding SARs, tandem SARs or any combination thereof. An
affiliated SAR is an SAR that is granted in connection with a related option and which automatically will be deemed

to be exercised at the same time that the related option is exercised. However, the deemed exercise of an affiliated

SAR will not require a reduction in the number of shares subject to the related option. A freestanding SAR is one that

is granted independent of any options. A tandem SAR is a SAR granted in connection with an option that entitles the

participant to exercise the SAR by surrendering to the Company an equivalent portion of the unexercised related

option. A tandem SAR may be exercised only with respect to the shares for which its related option is then

exercisable. With respect to a tandem SAR granted in connection with an incentive stock option, the tandem SAR will

expire no later than the expiration of the underlying incentive stock option, the value of the payout with respect to the

tandem SAR will be for no more than 100% of the difference between the exercise price of the underlying incentive

stock option and the fair market value of the shares subject to the underlying incentive stock option at the time the

tandem SAR is exercised, and the tandem SAR will be exercisable only when the fair market value of the shares

subject to the incentive stock option exceeds the exercise price of the incentive stock option.
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Performance Units and Performance Shares. Performance units and performance shares are Awards that result in a
payment to a participant only if the performance goals or other vesting criteria the Administrator establishes are
achieved or the Awards otherwise vest. Earned performance units and performance shares will be paid, in the
Administrator s sole discretion, in the form of cash, shares, or in a combination thereof. The Administrator will
establish performance or other vesting criteria in its discretion, which, depending on the extent
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to which they are met, will determine the number and/or the value of performance units and performance shares to be
paid out to participants. The performance units and performance shares will vest at a rate determined by the
Administrator; provided, however, that after the grant of a performance unit or performance share, the Administrator,
in its sole discretion, may reduce or waive any performance objectives or other vesting provisions for such
performance unit or performance share (unless such acceleration is otherwise not permitted under Section 162(m) of
the Code to the extent compliance with Section 162(m) is desired). The Administrator will determine the number of
performance shares or performance units to be granted to a participant, but for Awards of performance shares or
performance units that are intended to qualify as performance-based compensation under Section 162(m) of the Code,
no participant will receive more than 1,000,000 performance shares and no participant will receive performance units
having an initial value greater than $4,000,000, except that a participant may be granted up to an additional 1,000,000
performance shares in connection with his or her initial employment with the Company, in which case he or she may
be granted up to a maximum of 2,000,000 shares. Stockholder approval of this Proposal Four will also constitute a
re-approval of this $4,000,000-value and 2,000,000-share limitation for purposes of Section 162(m) of the Code.
Performance units will have an initial value established by the Administrator on or before the date of grant.
Performance shares will have an initial value equal to the fair market value of a share of our Common Stock on the
grant date.

Restricted Stock Units. A restricted stock unit represents an unfunded and unsecured obligation of the Company for
the fair market value of one share of Common Stock on the date of grant. Vested restricted stock units will be settled
in shares to be paid out to participants. The Administrator will establish service-based or other vesting criteria at its
discretion, which, depending on the extent to which they are met, will determine the number of restricted stock units
to be issued to participants. The restricted stock units will vest at a rate determined by the Administrator; provided,
however, that after the grant of the restricted stock units, the Administrator, in its sole discretion, may reduce or waive
any vesting provisions for such restricted stock units (unless such acceleration is otherwise not permitted under
Section 162(m) of the Code to the extent compliance with Section 162(m) is desired). On the date set forth in the
Award agreement, all unvested restricted stock units will be forfeited to the Company. The Administrator will
determine the number of shares granted pursuant to a restricted stock unit award, but, for restricted stock units
intended to qualify as performance-based compensation within the meaning of Section 162(m) of the Code, no
participant will be granted units representing more than 1,000,000 restricted stock units during any fiscal year, except
that a participant may be granted up to an additional 1,000,000 restricted stock units in connection with his or her
initial employment with the Company, in which case he or she may be granted up to a maximum of 2,000,000 units.
Stockholder approval of this Proposal Four will also constitute approval of this 2,000,000-unit limitation for purposes
of Section 162(m) of the Code.

Performance Goals. Awards under the 2004 Equity Plan may be made subject to the attainment of performance goals
relating to one or more business criteria within the meaning of Section 162(m) of the Code and may provide for a
targeted level or levels of achievement including: cash position, clinical progression, research program progression,
collaboration arrangement, collaboration progression, financing event, operating expenses, product approval, projects
in development and regulatory filings. The performance goals may differ from participant to participant and from
Award to Award, may be used alone or in combination, may be used to measure the performance of the Company as a
whole or a business unit of the Company and may be measured relative to a peer group or index or to another
performance goal.

Transferability of Awards. The grant or vesting of awards is generally not transferable, and all rights with respect to

an Award granted to a participant generally will be available during a participant s lifetime only to the participant. The
Administrator may make an Award transferable only to one or more of the following: (i) the participant s spouse,
children or grandchildren (including adopted and step children or grandchildren), parents, grandparents, siblings or

any Family Member (as defined pursuant to Rule 701 of the Securities Act of 1933, as amended) of the participant;
(ii) a trust for the benefit of one or more of the participant or the persons referred to in clause (i); (iii) a partnership,
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limited liability company or corporation in which the participant or the persons referred to in clause (i) are the only
partners, members or stockholders; or (iv) organizations as charitable donations.

Change in Control. In the event of a change in control of the Company, each outstanding Award will be assumed or
an equivalent option or right substituted by the successor corporation or a parent or subsidiary of the successor

corporation. If the successor corporation refuses to assume or substitute for the Award, then: (i) the
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participant will fully vest in, and have the right to exercise, all of his or her outstanding options and stock appreciation
rights, including shares as to which such Awards would not otherwise be vested or exercisable; (ii) all restrictions on
restricted stock will lapse; and, (iii) with respect to performance shares, performance units and restricted stock units,
all performance goals or other vesting criteria will be deemed achieved at target levels and all other terms and
conditions met. In addition, if an option or stock appreciation right is not assumed or substituted for in the event of a
change in control, the Administrator will notify the participant in writing or electronically that the option or stock
appreciation right will be fully vested and exercisable for a period of time determined by the Administrator in its sole
discretion, and the option or stock appreciation right will terminate upon the expiration of such period.

With respect to Awards granted to a non-employee director that are assumed or substituted for, if on the date of or
following such assumption or substitution the participant s status as a director or a director of the successor
corporation, as applicable, is terminated other than upon a voluntary resignation by the participant not at the request of
the successor, then: (i) the participant will fully vest in, and have the right to exercise, his or her options and stock
appreciation rights as to all of the shares subject to the Award; (ii) all restrictions on restricted stock shall lapse; and,
(iii) with respect to performance shares, performance units and restricted stock units, all performance goals or other
vesting criteria will be deemed achieved at target levels and all other terms and conditions met.

Amendment and Termination of the 2004 Equity Plan. The Administrator will have the authority to amend, alter,
suspend or terminate the 2004 Equity Plan, except that stockholder approval will be required for any amendment to
the 2004 Equity Plan to the extent required by any applicable laws. No amendment, alteration, suspension or
termination of the 2004 Equity Plan will impair the rights of any participant, unless mutually agreed otherwise
between the participant and the Administrator, which agreement must be in writing and signed by the participant and
the Company. The 2004 Equity Plan will terminate on February 9, 2021 unless the Board of Directors terminates it
earlier.

Number of Awards Granted to Employees, Consultants, and Directors

The number of Awards that an employee, director or consultant may receive under the 2004 Equity Plan is in the
Administrator s discretion and therefore cannot be determined in advance. The following table sets forth (a) the
aggregate number of shares of Common Stock subject to options granted under the 2004 Equity Plan during the last
fiscal year, (b) the average per share exercise price of such options, (c) the aggregate number of shares issued during
the last fiscal year pursuant to awards of stock options granted under the 2004 Equity Plan, and (d) the total dollar
value of such issued shares, calculated as the difference between the fair market value of the Common Stock on the
stock option exercise date, and the exercise price.

Average
Number of per Share Number of
Exercise
Options Price of Options Dollar Value of

Options Options
Name of Individual or Group Granted Granted Exercised Exercised
All executive officers, as a group 765,000 $ 3.08
All directors who are not executive officers,
as a group 260,384 $2.86
All employees who are not executive
officers, as a group 1,015,353 $291 25,461 $ 22,045
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As of February 28, 2011, a total of 10,113,934 shares were subject to outstanding stock options awarded under the
2004 Equity Plan and the 1997 Plan. As of such date, these stock option awards had a weighted average exercise price
of $3.66 per share and a weighted average remaining term of 7.3 years. No stock option awards were granted under
the 2004 Equity Plan or 1997 Plan in which the exercise price for the underlying shares was less than the fair market
value of such shares on the date of grant. As of February 28, 2011, there were 3,107,737 shares available for grant
under the 2004 Equity Plan, which may be increased by the number of shares, if any, returned on or after February 28,
2011 to the 1997 Plan as a result of termination of options or repurchase of shares issued under such plan, up to a
maximum of 467,003 additional shares.
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The following is a summary of the general federal income tax consequences to U.S. taxpayers and the Company of
Awards granted under the 2004 Equity Plan. Tax consequences for any particular individual may be different. This
summary is not intended to be exhaustive and does not discuss the income tax laws of any city, state or foreign
jurisdiction in which a participant may reside.

Nonstatutory Stock Options. No taxable income is reportable when a nonstatutory stock option is granted to a
participant. Upon exercise, the participant will recognize ordinary income in an amount equal to the excess of the fair
market value (on the exercise date) of the shares purchased over the exercise price of the option. Any taxable income
recognized in connection with an option exercise by an employee of the Company is subject to tax withholding by the
Company. Any additional gain or loss recognized upon any later disposition of the shares would be capital gain or
loss.

As a result of Section 409A of the Code and the Treasury Regulations promulgated thereunder ( Section 409A ),
however, nonstatutory stock options and stock appreciation rights granted with an exercise price below the fair market
value of the underlying stock on the date of grant or with a deferral feature may be taxable to the participant in the
year of vesting in an amount equal to the difference between the then fair market value of the underlying stock and the
exercise price of such Awards and may be subject to an additional 20% federal income tax plus penalties and interest.
In addition, certain states, such as California, have adopted similar tax provisions.

Incentive Stock Options. No taxable income is reportable when an incentive stock option is granted or exercised
(except for purposes of the participant s alternative minimum tax at exercise, if any, in which case the amount of tax is
the same as for nonstatutory stock options). If the participant exercises the option and then later sells or otherwise
disposes of the shares more than two years after the grant date and more than one year after the exercise date, the
difference between the sale price and the exercise price will be taxed as capital gain or loss. If the participant exercises
the option and then later sells or otherwise disposes of the shares before the end of the two- or one-year holding
periods described above, he or she generally will have ordinary income at the time of the sale equal to the fair market
value of the shares on the exercise date (or the sale price, if less) minus the exercise price of the option.

Stock Appreciation Rights. No taxable income is reportable when a stock appreciation right is granted to a participant.
Upon exercise, the participant will recognize ordinary income in an amount equal to the amount of cash received
and/or the fair market value of any shares received. Any additional gain or loss recognized upon any later disposition
of the shares would be capital gain or loss.

Restricted Stock, Performance Units and Performance Shares. A participant generally will not have taxable income
at the time an Award of restricted stock, performance shares or performance units are granted. Instead, he or she will
recognize ordinary income in the first taxable year in which his or her interest in the shares underlying the Award
becomes either (i) freely transferable, or (ii) no longer subject to substantial risk of forfeiture. However, the recipient
of a restricted stock Award may elect, under Section 83(b) of the Code, to recognize income at the time he or she
receives the Award in an amount equal to the fair market value of the shares underlying the Award (less any cash paid
for the shares) on the date the Award is granted.

Restricted Stock Units. A participant generally will not have taxable income at the time restricted stock units are
granted. Instead, he or she will recognize ordinary income upon distribution of shares or cash with respect to a
restricted stock unit in an amount equal to the fair market value of those shares or the amount of that cash. Any
additional gain or loss recognized upon any other disposition of the shares would be capital gain or loss. The capital
gain tax rate will depend on a number of factors, including the length of time the participant held the shares prior to
selling them.
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Section 409A. Section 409A of the Code provides certain requirements on non-qualified deferred compensation
arrangements. Generally, stock options, stock appreciation rights and restricted stock granted under the 2004 Equity
Plan will not be deemed deferred compensation. Awards other than stock options and restricted stock, certain Awards
that are modified after the date of grant, Awards with deferral features, and discounted stock options or stock
appreciation rights may be subject to Section 409A of the Code. If an Award is subject to and fails to satisfy the
requirements of Section 409A, the participant may recognize ordinary income on the amounts deferred under the
Award, to the extent vested, which may be prior to when the compensation is actually or constructively received.
Also, if an Award that is subject to Section 409A fails to comply with Section 409A s provisions, Section 409A

13

Table of Contents 33



Edgar Filing: CYTOKINETICS INC - Form DEF 14A

Table of Contents

imposes an additional 20% federal income tax on compensation recognized as ordinary income, as well as interest on
such deferred compensation. Some states may also apply a penalty tax (for instance, California imposes a 20% penalty
tax in addition to the 20% federal penalty tax). We strongly encourage recipients of such Awards to consult their
tax, financial or other advisor regarding the tax treatment of such Awards.

Tax Effect for the Company; Section 162(m). The Company generally will be entitled to a tax deduction in connection
with an Award under the 2004 Equity Plan in an amount equal to the ordinary income realized by a participant and at
the time the participant recognizes such income (for example, upon exercise of a nonstatutory stock option), provided
that the Company satisfies certain tax withholding requirements applicable to such income. Special rules limit the
deductibility of compensation paid to the Company s Chief Executive Officer (i.e., its principal executive officer) and
to each of its three most highly compensated executive officers for the taxable year (other than the principal financial
officer). Under Section 162(m) of the Code, the annual compensation paid to any of these specified executives will be
deductible only to the extent that it does not exceed $1,000,000. However, the Company can preserve the deductibility
of certain compensation in excess of $1,000,000 if the conditions of Section 162(m) are met for such compensation to
qualify as performance-based compensation. These conditions include obtaining stockholder approval of the 2004
Equity Plan, setting limits on the number of shares and, in the case of performance units, the value for which Awards
may by granted to any participant during any fiscal year as described above under Summary of the 2004 Equity
Incentive Plan, As Amended, and for Awards other than certain stock options and stock appreciation rights,
establishing performance criteria that must be met before the Award actually will vest or be paid. The 2004 Equity
Plan has been designed to permit the Administrator to grant Awards that qualify as performance-based for purposes of
satisfying the conditions of Section 162(m) for exemption from the deduction limits.

THE FOREGOING IS ONLY A SUMMARY OF THE EFFECT OF FEDERAL INCOME TAXATION UPON
PARTICIPANTS AND THE COMPANY WITH RESPECT TO THE GRANT AND EXERCISE OF AWARDS
UNDER THE 2004 EQUITY PLAN. IT DOES NOT PURPORT TO BE COMPLETE, AND DOES NOT DISCUSS
THE TAX CONSEQUENCES OF A PARTICIPANT S DEATH OR THE PROVISIONS OF THE INCOME TAX
LAWS OF ANY MUNICIPALITY, STATE OR FOREIGN COUNTRY IN WHICH THE PARTICIPANT MAY
RESIDE.

THE BOARD OF DIRECTORS RECOMMENDS THAT STOCKHOLDERS
VOTE FOR APPROVAL OF THE 2004 EQUITY PLAN.

PROPOSAL FIVE
ADVISORY VOTE ON EXECUTIVE COMPENSATION

The recently enacted Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, or the Dodd-Frank Act,
enables our stockholders to vote to approve, on an advisory (nonbinding) basis, the compensation of our named
executive officers as disclosed in this proxy statement. This advisory vote is commonly referred to as a say on pay
proposal. Consistent with the mandate of the Dodd-Frank Act, we are seeking the stockholders approval, on an
advisory basis, of the compensation of the Company s named executive officers as disclosed pursuant to the SEC s
compensation disclosure rules (which disclosure includes the Compensation Discussion and Analysis, the related
compensation tables and the narrative disclosure to those tables, on pages 26 to 43 in this proxy statement).

The Compensation and Talent Committee, which is responsible for designing and administering the Company s

executive compensation program, has designed our executive compensation program to provide a competitive and
internally equitable compensation and benefits package that reflects Company performance, job complexity, and
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strategic value of the position while seeking to ensure the individual s long-term retention and motivation and
alignment with the long-term interests of the Company s stockholders. We believe the compensation program for the
named executive officers has been instrumental in helping the Company retain an executive team capable of managing
the Company through the challenging business and economic environment over the past several years and enabling
the Company to advance its research and development programs, including its clinical development programs. We
encourage you to carefully review the section entitled Compensation Discussion and
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Analysis of this proxy statement for additional details on the Company s executive compensation, including our
compensation philosophy and objectives, as well as the reasons and processes for how our Compensation and Talent
Committee determined the structure and amounts of the 2010 compensation of our named executive officers.

We are asking our stockholders to indicate their support for our named executive officer compensation as described in
this proxy statement. This vote is not intended to address any specific item of compensation, but rather the overall
2010 compensation of our named executive officers (including the philosophy, policies and practices for setting such
compensation) described in this proxy statement. Accordingly, we are asking our stockholders to vote FOR the
following resolution at the Annual Meeting:

RESOLVED, that the Company s stockholders approve, on an advisory basis, the compensation of the Named
Executive Officers, as disclosed in the Company s proxy statement for the 2011 Annual Meeting of Stockholders
pursuant to the compensation disclosure rules of the SEC, including the Compensation Discussion and Analysis, the
related compensation tables and the narrative disclosure to those tables in the proxy statement.

Vote Required

Adoption of this resolution will require the affirmative vote of the majority of the shares of Common Stock
represented in person or by proxy at the meeting. Abstentions will not be counted as either votes cast for or against the
Proposal.

The results of this advisory vote are not binding upon the Company. However, the Compensation and Talent
Committee values the opinions expressed by stockholders in their vote, and will consider the outcome of the vote in
deciding whether any actions are necessary to address concerns raised by the vote and when making future
compensation decisions for named executive officers.

THE BOARD OF DIRECTORS RECOMMENDS THAT STOCKHOLDERS VOTE
FOR THE ADVISORY PROPOSAL ON EXECUTIVE COMPENSATION

PROPOSAL SIX
ADVISORY VOTE ON FREQUENCY OF SAY ON PAY PROPOSAL

Consistent with the Dodd-Frank Act requirements, the Board of Directors is providing the Company s stockholders
with the opportunity to cast an advisory vote on how often the Company should submita say on pay proposal, as
provided for in Proposal Five, to stockholders. We are providing stockholders with the following choices: the choice
of whether the say on pay advisory vote should be submitted to the stockholders annually, every two years, or every
three years, or the choice to abstain from voting.

The Board of Directors believes that the say on pay advisory vote should be submitted to the stockholders once every
three years, and therefore the Board of Directors recommends that you vote for a three-year interval for the advisory
vote on executive compensation, for the following reasons:

A triennial approach provides regular input by stockholders, while allowing stockholders to better judge our

compensation programs in relation to our long-term performance. This benefits our institutional and other
stockholders, who have historically held our stock over the long-term.

Table of Contents 36



Edgar Filing: CYTOKINETICS INC - Form DEF 14A

Our executive compensation program is designed to operate over the long-term and is designed to support
long-term value creation. Equity awards, mainly in the form of stock options, have historically represented a
substantial portion of our executives compensation. Stock options provide significant leverage if our long-term
growth objectives are achieved, while placing a significant portion of our executives compensation at risk if
our long-term objectives are not achieved.

A triennial vote will provide our Compensation and Talent Committee and our Board of Directors sufficient
time to thoughtfully evaluate the results of the most recent advisory vote on executive compensation, discuss
the implications of the vote with our stockholders and develop and implement any changes to our executive
compensation program that may be appropriate in light of the vote. A triennial vote will also allow for these
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changes to our executive compensation program to be in place long enough for stockholders to see and
evaluate the effectiveness of these changes.

The composition and level of compensation paid to executives in the market evolves over multiple years. A
triennial approach will allow us to review evolving practices in the market to ensure our compensation
programs reflect best practices.

We understand that our stockholders may have different views as to what is the best approach for the Board of
Directors, and we look forward to hearing from our stockholders on this Proposal.

You may cast your vote on your preferred voting frequency by choosing the option of one year, two years, three years
or abstain from voting when you vote in response to the resolution set forth below.

RESOLVED, that the stockholders of the Company determine, on an advisory basis, that the frequency with which the
stockholders of the Company wish to have an advisory vote on the compensation of the Company s named executive
officers as disclosed pursuant to the SEC s compensation disclosure rules (which disclosure includes the Compensation
Discussion and Analysis, the Summary Compensation Table, and the related tables and disclosure) is:

Choice 1 every three years;
Choice 2 every two years;
Choice 3 every year; or
Choice 4 abstain from voting.

Abstentions will not be counted as either votes cast for or against the Proposal.
Vote Required

Stockholders are not voting to approve or disapprove the Board of Directors recommendation. Stockholders may
choose among the four choices included in the resolution above. While this is an advisory vote and, therefore,
non-binding, the Board of Directors will give careful consideration to the choice which receives the most FOR votes
before determining the action the Board deems most appropriate for the Company and its stockholders.

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU SELECT EVERY THREE YEARS AS THE
FREQUENCY WITH WHICH THE COMPANY SHOULD PROVIDE ITS STOCKHOLDERS WITH THE
OPPORTUNITY TO CAST A SAY ONPAY ADVISORY VOTE.

FORWARD-LOOKING STATEMENTS

This proxy statement, including the section entitled Compensation Discussion and Analysis set forth below, contains
forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the
Exchange Act. These statements are based on our current expectations and involve risks and uncertainties, which may
cause results to differ materially from those set forth in the statements. These forward-looking statements reflect
management S current expectations concerning future results and events and can generally be identified by the use of
words such as may, will, should, could, would, likely, potential, continue, future, estimate,

beli¢

assume, intend, plan, and other similar words or phrases, as well as statements in the future tense. Without limiting the

generality of the foregoing, forward-looking statements contained in this proxy statement include statements relating
to compensation plans, strategies, objectives and the Company s anticipated financial and operational performance.
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The Company undertakes no obligation to publicly update any forward-looking statement, whether as a result of new
information, future events or otherwise. Forward-looking statements should be evaluated together with the many risks
and uncertainties that affect the Company s business, including those set forth in the risk factors in Item 1A of its
Annual Report on Form 10-K for the fiscal year ended December 31, 2010, as filed with the SEC.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of February 28, 2011, certain information with respect to the beneficial ownership of
Common Stock by:

any person (including any group as that term is used in Section 13(d)(3) of the Exchange Act), known by the
Company to be the beneficial owner of more than 5% of the Company s voting securities,

each director and each nominee for director to the Company,

each of the executive officers named in the Summary Compensation Table appearing herein, and

all such executive officers, directors and nominees for director of the Company as a group.
The number and percentage of shares beneficially owned are based on the aggregate of 66,910,100 shares of Common
Stock outstanding as of February 28, 2011, adjusted as required by the rules promulgated by the SEC. The Company

does not know of any arrangements, including any pledge by any person of securities of the Company, the operation
of which may at a subsequent date result in a change of control of the Company.

Percent of
Number of Common
Stock

Name and Address of Beneficial Owner Shares Outstanding
5% Stockholders:
Wellington Management Company, LLP(1) 6,488,193 9.6%
280 Congress Street
Boston, MA 02210
QVT Financial LP(3) 5,253,909 7.6%

1177 Avenue of the Americas, 9th Floor

New York, NY 10036

Eastern Capital Limited(2) 5,103,410 7.6%
P.O. Box 31363

Grand Cayman KY1-1206, Cayman Islands

Amgen, Inc.(4) 3,484,806 5.2%
One Amgen Center Drive

Thousand Oaks, CA 91320-1799

Executive Officers and Directors:

Robert I. Blum(5) 970,494 1.4%
Sharon A. Barbari(6) 482,269 *
David W Cragg(7) 311,057 *
David J. Morgans, Jr., Ph.D.(8) 490,894 *
Andrew A. Wolff, M.D., F.A.C.C.(9) 455,310 *
Santo J. Costa(10) 5,555 *
Stephen Dow(11) 3,450,886 5.1%
L. Patrick Gage, Ph.D.(12) 44,073 *
Denise M. Gilbert, Ph.D.(13) 62,499 *
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John T. Henderson, M.B., Ch.B.(14) 100,291 *
James A. Spudich, Ph.D.(15) 310,042 *
Wendell Wierenga, Ph.D.(16) 2,222 *
All directors and named executive officers as a group (12 persons) 6,685,592 9.6%

* Represents beneficial ownership of less than one percent (1%) of the outstanding shares of Common Stock.

(1) Based on a Schedule 13G/A filed with the SEC on February 14, 2011. Includes 438,100 shares of Common Stock
underlying warrants that are exercisable as of February 28, 2011.

(2) Based on a Schedule 13G filed with the SEC on January 28, 2011.
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3)

4
&)

(6)

(7

®)

&)

(10)

(1)

(12)

(13)

Based on a Schedule 13G filed with the SEC on February 11, 2011. Represents (a) 3,073,211 shares of
Common Stock held by QVT Fund LP; (b) 332,248 shares of Common Stock held by Quintessence Fund LP;
(c) 1,668,042 shares of Common Stock underlying warrants held by QVT Fund LP that are exercisable as of
February 28, 2011; and (d) 180,408 shares of Common Stock underlying warrants held by Quintessence
Fund LP that are exercisable as of February 28, 2011.

Based on a Schedule 13D filed with the SEC on January 8, 2007.

Represents: (a) 18,416 shares of Common Stock held by Mr. Blum; (b) 12,500 shares of Common Stock held by
the Brittany Blum 2003 Irrevocable Trust; (c) 12,500 shares of Common Stock held by the Bridget Blum 2003
Irrevocable Trust; and (d) 927,078 shares of Common Stock underlying options granted to Mr. Blum that are
exercisable within 60 days of February 28, 2011. Mr. Blum disclaims beneficial ownership of the shares of
Common Stock held by the trusts.

Represents: (a) 16,627 shares of Common Stock held by the Barbari Family Trust; and (b) 465,642 shares of
Common Stock underlying options granted to Ms. Barbari that are exercisable within 60 days of February 28,
2011.

Represents: (a) 12,725 shares of Common Stock held by Mr. Cragg; and (b) 298,332 shares of Common Stock
underlying options granted to Mr. Cragg that are exercisable within 60 days of February 28, 2011.

Represents: (a) 42,000 shares of Common Stock held by Dr. Morgans; and (b) 448,894 shares of Common
Stock underlying options granted to Dr. Morgans that are exercisable within 60 days of February 28, 2011.

Represents: (a) 7,500 shares of Common Stock held by Dr. Wolff; and (b) 447,810 shares of Common Stock
underlying options granted to Dr. Wolff that are exercisable within 60 days of February 28, 2011.

Represents: 5,555 shares of Common Stock underlying options granted to Mr. Costa that are exercisable within
60 days of February 28, 2011.

Based in part on a Schedule 13G/A filed with the SEC on February 11, 2011 for entities affiliated with Sevin
Rosen Funds. Represents: (a) 3,690 shares of Common Stock held by Sevin Rosen Bayless Management
Company; (b) 1,615,715 shares of Common Stock held by Sevin Rosen Fund VI L.P.; (c) 127,235 shares of
Common Stock held by Sevin Rosen Fund VI Affiliates Fund L.P.; (d) 625,950 shares of Common Stock held
by Sevin Rosen Fund VII L.P.; (e) 24,050 shares of Common Stock held by Sevin Rosen VII Affiliates

Fund L.P.; (f) 755,631 shares of Common Stock held by Sevin Rosen Fund VIII L.P.; (g) 15,421 shares of
Common Stock held by Sevin Rosen VIII Affiliates Fund L.P.; (h) 145,000 shares of Common Stock held by
the Dow Family Trust; and (i) 138,194 shares of Common Stock underlying options granted to Mr. Dow that are
exercisable within 60 days of February 28, 2011. Stephen Dow is a general partner of each of the Sevin Rosen
entities except for Sevin Rosen Bayless Management Company, of which he is a Vice President. Mr. Dow
disclaims beneficial ownership of the shares held by entities affiliated with Sevin Rosen Funds, except to the
extent of his proportionate partnership interest therein.

Represents 44,073 shares of Common Stock underlying options granted to Dr. Gage that are exercisable within
60 days of February 28, 2011.

Represents 62,499 shares of Common Stock underlying options granted to Dr. Gilbert that are exercisable
within 60 days of February 28, 2011.
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(14) Represents (a) 1,500 shares of Common Stock held by Dr. Henderson; (b) 500 shares held by Dr. Henderson s
spouse; and (c) 98,291 shares of Common Stock underlying options granted to Dr. Henderson that are
exercisable within 60 days of February 28, 2011. Dr. Henderson disclaims beneficial ownership of the shares of
Common Stock held by his spouse.

(15) Represents: (a) 180,600 shares of Common Stock held by Dr. Spudich; and (b) 129,442 shares of Common
Stock underlying options granted to Dr. Spudich that are exercisable within 60 days of February 28, 2011.

(16) Represents: 2,222 shares of Common Stock underlying options granted to Dr. Wierenga that are exercisable
within 60 days of February 28, 2011.

Except as otherwise noted above, the address of each person listed on the table is c/o Cytokinetics, Incorporated, 280
East Grand Avenue, South San Francisco, CA 94080.

The Company does not have a policy for stock ownership guidelines for members of the Board of Directors or
executive officers.
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BOARD OF DIRECTORS

Our Board of Directors is composed of individuals whose knowledge, background, experience and judgment we
believe to be valuable to the Company. The primary functions of our Board of Directors are to:

Review and approve the Company s strategic direction and annual operating plan and monitor the Company s
performance;

Evaluate the President and Chief Executive Officer;

Review management performance and compensation;

Review management succession planning;

Advise and counsel management;

Monitor and manage potential conflicts of interests of management, board members and stockholders;
Ensure the integrity of financial information; and

Monitor the effectiveness of the governance practices under which the Board of Directors operates and make
changes as needed.

We do not have a formal diversity policy for selecting Board of Directors members. However, we believe it is
important that the members of our Board of Directors collectively bring the experiences and skills appropriate to
effectively carry out the Board of Directors responsibilities both as our business exists today and as we plan to
develop an organization capable of successfully conducting late-stage clinical development and commercialization of
our products. We therefore seek as members of our Board of Directors individuals with a variety of perspectives and
the expertise and ability to provide advice and oversight in one or more of these areas: accounting controls, business
strategy, risk management, strategic partnering, financial engineering, legal and regulatory compliance and
compensation and retention practices.

The following table sets forth the names of each Class I Director, each Class II Director, and each Class III Director of
the Company, in alphabetical order, and their ages and present positions with the Company as of March 28, 2011.

Name Age Position

Robert I. Blum 47  President and Chief Executive Officer; Class II Director
Santo J. Costa(2)(3) 65  Class III Director

Stephen Dow(1)(2) 55  Class III Director

L. Patrick Gage, Ph.D.(3) 68 Chairman of the Board of Directors; Class I Director
Denise M. Gilbert, Ph.D.(1) 53  Class II Director

John T. Henderson, M.B., Ch.B.(1)(2) 66  Class III Director

James A. Spudich, Ph.D.(2) 69 Class II Director

Wendell Wierenga, Ph.D.(3) 62 Class I Director
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(1) Member of the Audit Committee.
(2) Member of the Nominating and Governance Committee.
(3) Member of the Compensation and Talent Committee.

Robert I. Blum was appointed as our President and Chief Executive Officer and as a member of our Board of Directors
in January 2007. Previous to that appointment, Mr. Blum served as our President from February 2006 to January

2007. He served as our Executive Vice President, Corporate Development and Commercial Operations and Chief
Business Officer from September 2004 to February 2006. From January 2004 to September 2004, he served as our
Executive Vice President, Corporate Development and Finance and Chief Financial Officer. From October 2001 to
December 2003, he served as our Senior Vice President, Corporate Development and Finance and Chief Financial
Officer. From July 1998 to September 2001, Mr. Blum was our Vice President, Business Development. Prior to
joining us in July 1998, he was Director, Marketing at COR Therapeutics, Inc., a biopharmaceutical
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company, since 1996. From 1991 to 1996, he was Director, Business Development at COR Therapeutics. Prior to that,
Mr. Blum performed roles of increasing responsibility in sales, marketing and other pharmaceutical business functions
at Marion Laboratories, Inc. and Syntex Corporation. Mr. Blum received B.A. degrees in Human Biology and
Economics from Stanford University and an M.B.A. from Harvard Business School.

Mr. Blum brings to our Board of Directors a deep familiarity with the Company s operations, strategy and vision, as
well a record of successful corporate management, strategic partnering and financing.

Santo J. Costa has served as a member of our Board of Directors since November 2010. Since 2007, Mr. Costa has
served as Of Counsel to the law firm of Smith, Anderson, Blount, Dorsett, Mitchell and Jernigan, L.L.P. of Raleigh,
North Carolina, specializing in corporate law for healthcare companies. From 1994 to 2002, he held various positions
at Quintiles Transnational Corporation, most recently as Vice Chairman and before that as President and Chief
Operating Officer. Prior to joining Quintiles, Mr. Costa spent 23 years in the pharmaceutical industry, most recently as
General Counsel and Senior Vice President, Administration with Glaxo Inc. Prior to joining Glaxo, he served as

U.S. Area Counsel with Merrell Dow Pharmaceuticals and as Food & Drug Counsel with Norwich Eaton
Pharmaceuticals. Mr. Costa has served as Chairman of LaboPharm, Inc. since 2006 and on the Board of Directors of
Biovest Corp. I since 2010. He served as Chairman of NeuroMedix Inc. from 2005 to 2007 and served as a director of
CV Therapeutics from 2001 to 2009, a director of OSI Pharmaceuticals from 2006 to 2010 and a director of NPS
Pharmaceuticals from 1995 to 2007, as well as serving as a director at other private companies. Mr. Costa is an
Adjunct Professor in the clinical research program at the Campbell University School of Pharmacy. Mr. Costa earned
both a B.S. in Pharmacy and a J.D. from St. John s University.

Mr. Costa brings to our Board of Directors broad operational leadership experience in the pharmaceutical and clinical
services industries, including relevant legal, regulatory, governance and policy expertise. He also has extensive
experience as a public company executive and board member in the pharmaceutical and biotechnology industries.

Stephen Dow has served as a member of our Board of Directors since April 1998. He served as Lead Outside Director
of the Board of Directors from February 2009 through March 2010. Mr. Dow has been a General Partner with Sevin
Rosen Funds, a venture capital firm, since 1983. Since 1989, Mr. Dow has served on the Board of Directors of Citrix
Systems Inc., an enterprise software company. He has served as the chief executive officer of two privately held
software companies and served on the board of directors of numerous privately held companies in a variety of
industries during his tenure at Sevin Rosen Funds. Mr. Dow received a B.A. in Economics and an M.B.A. from
Stanford University.

Mr. Dow brings to our Board of Directors a diversity of experience in the development, financing and management of
emerging technology and life science companies.

L. Patrick Gage, Ph.D. has served as a member of our Board of Directors since November 2009 and as Chairman of
the Board of Directors since March 2010. Since July 2002, Dr. Gage has served as a consultant to the
biopharmaceutical industry, including service as an advisor to venture capital firms. From 1998 to 2002, Dr. Gage was
President of Wyeth Research and subsequently also Senior Vice President, Science and Technology. From 1989 to
1998, he held roles of increasing responsibility at Genetics Institute, Inc., first as head of Research and Development,
then as Chief Operating Officer and eventually as President. From 1971 to 1989, Dr. Gage held various positions in
research management with Hoffmann-La Roche Inc., most recently serving as Vice President responsible for

U.S. drug discovery. Dr. Gage served on the Board of Directors of Neose Technologies from 2002 through 2009, and
as the Chairman of its Board of Directors from 2006 through 2009. He served on PDL BioPharma, Inc. s Board of
Directors from 2003 through 2008, as the Chairman of its Board of Directors in 2007, and as its Interim Chief
Executive Officer from 2007 through 2008. Dr. Gage served on the Board of Directors of Serono (now a subsidiary of
Merck KGaA) from 2004 until 2007. Dr. Gage earned a bachelor s degree in Physics from the Massachusetts Institute
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of Technology and a Ph.D. in Biophysics from the University of Chicago.

Dr. Gage brings to our Board of Directors extensive experience as a public company executive and board member in
the pharmaceutical and biotechnology industries and in strategies for bringing breakthrough medicines to approval
and commercialization.

Denise M. Gilbert, Ph.D. has served as a member of our Board of Directors since May 2008. From 2001 to 2002, she
served as Chief Executive Officer of Entigen Corporation, a private life science information technology
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company. From 1995 to 1999, Dr. Gilbert served as Chief Financial Officer and Executive Vice President of Incyte
Pharmaceuticals (now Incyte Corporation). From 1993 to 1995, Dr. Gilbert was Chief Financial Officer and Executive
Vice President of Affymax Inc. From 1986 through 1993, Dr. Gilbert was a Managing Director and senior
biotechnology analyst at Smith Barney Harris & Upham and Vice President and biotechnology analyst at Montgomery
Securities. Dr. Gilbert has served on the Board of Directors of Dynavax Technologies Corporation, a
biopharmaceutical company, since 2004, and has served on the board of directors of a privately held biotechnology
company since 2006. She served on the Board of Directors of Connetics Corporation, a pharmaceutical company,
from 2003 to 2007. Dr. Gilbert holds a B.S. from Cornell University and a Ph.D. in Cell and Developmental Biology
from Harvard University.

Dr. Gilbert brings to our Board of Directors broad experience in leading and advising developing life sciences
companies, and in implementing and overseeing financial systems and controls and creating financing and strategic
partnering opportunities for these companies.

John T. Henderson, M.B., Ch.B. has served as a member of our Board of Directors since February 2009. Since
December 2000, Dr. Henderson has served as a consultant to the pharmaceutical industry as president of Futurepharm
LLC. Until his retirement in December 2000, Dr. Henderson was with Pfizer Inc. for over 25 years, most recently as a
Vice President in the Pfizer Pharmaceuticals Group. Dr. Henderson previously held Vice Presidential level positions
with Pfizer in Research and Development in Europe and later in Japan. He was also Vice President, Medical for

Pfizer s Europe, U.S. and International Pharmaceuticals groups. Dr. Henderson has served on the Board of Directors of
Myriad Genetics, Inc., a healthcare diagnostics company, since 2004, and served as the Chairman of Myriad s Board of
Directors since April 2005. He has served on the Board of Directors of Myrexis, Inc. (formerly Myriad
Pharmaceuticals, Inc.) since its spin-off from Myriad Genetics, Inc. in June 2009. He also serves as the chairman of

the board of directors of a privately held pharmaceutical research and development company. Dr. Henderson earned

his bachelor s and medical degrees from the University of Edinburgh and is a Fellow of the Royal College of
Physicians (Ed.) and the Faculty of Pharmaceutics Medicine.

Dr. Henderson brings to our Board of Directors broad experience in matters relating to global pharmaceutical drug
development in a wide range of therapeutic areas and stages of business development, and an extensive background as
a public company executive, board member and consultant in the pharmaceutical industry.

James A. Spudich, Ph.D. co-founded the Company in August 1997 and has served as a member of our Board of
Directors since the Company s inception. From September 1998 to September 1999, he served as our Principal
Scientist. Dr. Spudich is the Douglass M. Nola Leishman Professor in Cardiovascular Disease and Professor of
Biochemistry and Developmental Biology at Stanford University, where he has been a member of the faculty since
1977. From 1994 to 1998, Dr. Spudich served as Chairman of Stanford University s Department of Biochemistry.
From 1979 to 1984, he was Chairman of Stanford s Department of Structural Biology. He was elected a member of the
American Academy of Arts and Sciences in 1997 and a member of the National Academy of Sciences in 1991.

Dr. Spudich is also a member of our Scientific Advisory Board. Dr. Spudich received a B.S. in Chemistry from the
University of Illinois and a Ph.D. in Biochemistry from Stanford University.

Dr. Spudich, as an expert in the biochemistry of muscle contractility and a Company founder, brings to our Board of
Directors a deep understanding of our technologies and compounds and their potential applications as well as a
continuity of business vision.

Wendell Wierenga, Ph.D. has served as a member of our Board of Directors since February 2011. Since 2006,

Dr. Wierenga has served as Executive Vice President, Research and Development, at Ambit Biosciences Corporation.
From 2003 to 2006, he served as Executive Vice President of Research and Development at Neurocrine Biosciences,
Inc. From 2000 to 2003, Dr. Wierenga served as Chief Executive Officer of Syrrx, Inc. (now part of Takeda
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Pharmaceutical Company). From 1990 to 2000, he was Senior Vice President of Worldwide Pharmaceutical Sciences,
Technologies and Development at Parke-Davis/Warner Lambert (now Pfizer, Inc.) Prior to that, Dr. Wierenga spent
16 years at Upjohn Pharmaceuticals in research and drug discovery roles, most recently as Executive Director of
Discovery Research. Dr. Wierenga has served on the Board of Directors of XenoPort, Inc., a biopharmaceutical
company, since 2001 and on the Board of Directors of Onyx Pharmaceutics, Inc. since 1996. From 2002 to 2006, he
served on the Board of Directors of Ciphergen Biosciences, Inc. (now Vermillion, Inc.). Dr. Wierenga holds a B.A.
from Hope College and a Ph.D. in Chemistry from Stanford University.
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Dr. Wierenga brings to our Board of Directors over thirty years of experience in matters relating to pharmaceutical
drug discovery and development in a wide range of therapeutic areas, and an extensive background as a public
company executive and board member in the pharmaceutical and biotechnology industries.

Board Leadership Structure

Our Board of Directors does not have a policy on whether the same person should serve as both the Chief Executive
Officer and Chairman of the Board or, if the roles are separate, whether the Chairman should be selected from the
non-employee directors or should be an employee. The Board of Directors believes that it should have the flexibility
to make these determinations in the way that it believes best provides appropriate leadership for the Company at a
given time.

The Board believes that its current leadership structure, with Mr. Blum serving as Chief Executive Officer and

Dr. Gage serving as Chairman is appropriate for the Company at this time. Both leaders are actively engaged on
significant matters affecting the Company, such as long-term strategy. The Chief Executive Officer has overall
responsibility for all aspects of the Company s operation, while the Chairman has a greater focus on governance of the
Company, including oversight of the Board of Directors. We believe this balance of shared leadership between the

two positions is a strength for the Company.

Board Role in Risk Oversight

The role of the Company s Board of Directors is to oversee the President and Chief Executive Officer and other senior
management in the competent, lawful and ethical operation of the Company, including management s establishment
and implementation of appropriate practices and policies with respect to areas of potentially significant risk to the
Company. The Board as a whole is responsible for such risk oversight, but administers certain of its risk oversight
functions through its committees, such as the Audit Committee, the Compensation and Talent Committee, and the
Nominating and Governance Committee.

The Audit Committee is responsible for the oversight of the Company s accounting and financial reporting processes,
including its internal control systems. In addition, the Audit Committee oversees and reviews the Company s
financially related risk management practices, including its investment policy. At least quarterly, management reports
to the Board of Directors and Audit Committee on significant risk areas for the Company, as identified by
management. These reports include discussions of current and new areas of potential operational, legal or financial
risk and status reports on risk mitigation programs undertaken by the Company.

As part of the of the Compensation and Talent Committee s risk oversight function, it considers whether the Company s
compensation policies and practices for its employees create risks that are reasonably likely to have a material adverse
effect on the Company. In conducting this evaluation, the Compensation and Talent Committee has reviewed the
Company s current practices and procedures for awarding cash and equity compensation to employees through the
annual performance review process, particularly as such practices and procedures apply to the establishment of the
goals that are taken into consideration in the payment of bonuses. The Compensation and Talent Committee has
determined that these practices do not encourage inappropriate risk-taking. In particular, because the Company is a
development-stage company with no commercial sales, the Compensation and Talent Committee has concluded that
the Company s employees are not incentivized to take inappropriate risks to meet short-term goals such as quarterly
earnings or sales projections. Further, the Compensation and Talent Committee believes that there is sufficient Board
of Director oversight of the Company s processes for compensation determinations to avoid the establishment of
incentives that are materially adverse to the Company s interests. Accordingly, the Compensation and Talent
Committee has determined that the Company s compensation policies at this time do not create risks that are
reasonably likely to have a material adverse effect on the Company.
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The Nominating and Governance Committee oversees the risks associated with the Company s corporate governance
and operating practices, including those relating to the composition of Board of Directors, the structure and function
of Board committees, and meeting logistics and policies. The Nominating and Governance Committee regularly
reviews issues and developments relating to corporate governance and formulates and recommends corporate
governance standards to the Board of Directors.
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Independence of Directors

The Board of Directors has determined that directors Santo J. Costa, Stephen Dow, L. Patrick Gage, Denise M.
Gilbert, John T. Henderson, James A. Spudich, and Wendell Wierenga are each independent as defined under the
NASDAQ Stock Market LLC listing standards. The Board of Directors has also determined that each member of the
Compensation and Talent Committee and Nominating and Governance Committee is independent as defined under
the NASDAQ Stock Market LLC listing standards, and that each member of the Audit Committee is independent as
defined under the NASDAQ Stock Market LLC listing standards, as well as the applicable SEC rules. In reaching its
conclusions on independence, the Board of Directors reviewed a consulting relationship between the Company and
Dr. Spudich, and the relationship of Mr. Dow with certain investors in the Company and determined that such
relationships did not affect their independence under the standards of the NASDAQ Stock Market LLC, or, in the case
of Mr. Dow s service on the Audit Committee, under the applicable SEC rules.

There is no family relationship between any director and executive officer of the Company.
Board of Directors Meetings and Committees

The Board of Directors of the Company held a total of nine meetings during the fiscal year ended December 31, 2010.
Each of the directors serving during fiscal year 2010 attended at least 75% of the aggregate of all meetings of the
Board of Directors and the committees of the Board of Directors upon which such director served during his or her
tenure, with the exception of Santo J. Costa and Denise M. Gilbert. The Board of Directors has a standing Audit
Committee that oversees the accounting and financial reporting processes of the Company and the audits of the
Company s financial statements, a standing Compensation and Talent Committee and a standing Nominating and
Governance Committee.

Audit Committee. The Audit Committee consists of directors Stephen Dow, Denise M. Gilbert and John T.

Henderson. The Board of Directors has determined that Stephen Dow and Denise M. Gilbert are each an audit
committee financial expert as defined in the SEC rules. The Audit Committee operates under a written charter adopted
by the Board of Directors. The Company maintains a copy of the Audit Committee charter on its website,
www.cytokinetics.com. The information found on our website is not part of this or any other report filed with or
furnished to the SEC.

The Audit Committee reviews the Company s critical accounting policies and practices, consults with and reviews the
services provided by the Company s independent registered public accounting firm and selects the independent
registered public accounting firm for the Company.

The Audit Committee held ten meetings during fiscal year 2010.

Compensation and Talent Committee. The Compensation and Talent Committee consists of directors Santo J. Costa,
L. Patrick Gage and Wendell Wierenga. The Board of Directors has adopted a written charter for the Compensation
and Talent Committee. The Company maintains a copy of the Compensation and Talent Committee charter on its
website, www.cytokinetics.com.

The Compensation and Talent Committee reviews and approves the salaries and incentive compensation of the
Company s executive officers and administers the Company s stock plans and employee benefit plans. The
Compensation and Talent Committee, in consultation with the third-party executive compensation consultant and
discussion with management, forms its own recommendations for all executive compensation (base salary, bonus,
equity and other benefits) and director compensation. All new hire stock option grants to employees above the senior
director level, including executive officers of the Company, are approved by the Compensation and Talent
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Committee. In addition, the Compensation and Talent Committee approves the annual stock option grants for all
employees as part of the annual performance review process. The Compensation and Talent Committee has delegated
to Robert I. Blum the authorization to approve new hire stock option grants, within pre-approved new hire grant
guidelines, for new hires at or below the senior director level. Further discussion of the role and function of our
Compensation and Talent Committee can be found in the section below entitled Compensation Discussion and
Analysis.
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The Compensation and Talent Committee engages the services of nationally recognized third-party professional
executive compensation consulting firms to assist in benchmarking data from competitive peer group companies. The
Compensation and Talent Committee engaged Radford Surveys + Consulting in 2010 and 2011 for this purpose.

The Compensation and Talent Committee held five meetings during fiscal year 2010.

Nominating and Governance Committee. The Nominating and Governance Committee consists of directors Santo J.
Costa, Stephen Dow, John T. Henderson and James A. Spudich. The Board of Directors has adopted a written charter
for the Nominating and Governance Committee. The Company maintains a copy of the Nominating and Governance
Committee charter on its website, www.cytokinetics.com.

The Nominating and Governance Committee assists the Board of Directors in identifying qualified persons to serve as
directors, evaluates all proposed director nominees, evaluates incumbent directors before recommending
renomination, and recommends all approved candidates to the Board of Directors for appointment or renomination to
Company stockholders. The Nominating and Governance Committee also regularly reviews issues and developments
relating to corporate governance and formulates and recommends corporate governance standards to the Board of
Directors. If there is a change in a director s employment, the Nominating and Governance Committee evaluates and
makes a recommendation to the Board of Directors as to whether the potential termination of the director is
appropriate. The Nominating and Governance Committee also oversees management succession planning.

The Company has used, and the Nominating and Governance Committee intends to use in the future, an executive
recruiting firm to assist in the identification and evaluation of qualified candidates to join the Board of Directors.

The Nominating and Governance Committee held four meetings during fiscal year 2010.

To date, the Nominating and Governance Committee has not established a procedure for considering nominees for
director nominated by the Company s stockholders. Stockholders may nominate candidates for director in accordance
with the advance notice and other procedures contained in our Bylaws.

We do not have a formal policy regarding stockholder communication with the Board of Directors. However,
stockholders of the Company may communicate directly with the Board of Directors in writing, addressed to:

Board of Directors
c/o Corporate Secretary
Cytokinetics, Incorporated
280 East Grand Avenue
South San Francisco, California 94080
or by email to: investor@cytokinetics.com

The Corporate Secretary will review each stockholder communication. The Corporate Secretary will forward to the
entire Board of Directors (or to members of a Board of Directors committee, if the communication relates to a subject
matter clearly within that committee s area of responsibility) each communication that relates to the Company s
business or governance, is not offensive, is legible in form and reasonably understandable in content, and does not
merely relate to a personal grievance against the Company or an individual or the purpose of which is to further a
personal interest not shared by the other stockholders generally. Stockholders who would like their submissions
directed to an individual member of the Board of Directors may so specify, and the communication will be forwarded,
as appropriate.

Table of Contents 54



Edgar Filing: CYTOKINETICS INC - Form DEF 14A

The Company does not have formal policies regarding attendance by members of the Board of Directors at its annual
meetings of stockholders. Robert I. Blum attended the 2010 Annual Meeting of Stockholders.
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EXECUTIVE OFFICERS

The following table sets forth the names of the Company s executive officers, in alphabetical order, who are not also
directors of the Company, and their ages and present positions with the Company as of March 28, 2011:

Name Age Position

Sharon A. Barbari 56  Executive Vice President, Finance and Chief Financial
Officer

David W. Cragg 55  Senior Vice President, Human Resources

David J. Morgans, Jr., Ph.D. 58 Executive Vice President, Preclinical Research and
Development

Andrew A. Wolff, M.D., F. A.C.C. 56  Senior Vice President, Clinical Research and Development

and Chief Medical Officer

Sharon A. Barbari has served as our Executive Vice President of Finance and Chief Financial Officer since July 2009.
She served as our Senior Vice President of Finance and Chief Financial Officer from September 2004 through June
2009. From September 2002 to August 2004, she served as Chief Financial Officer and Senior Vice President of
Finance and Administration of InterMune, Inc., a biopharmaceutical company. From January 1998 to June 2002, she
served at Gilead Sciences, Inc., a biopharmaceutical company, most recently as Vice President and Chief Financial
Officer. From 1996 to 1998, she served as Vice President, Strategic Planning at Foote, Cone & Belding Healthcare in
San Francisco, an international advertising and marketing firm. From 1972 to 1995, she was employed by Syntex
Corporation where she held various management positions in corporate finance, financial planning, marketing and
commercial planning. Ms. Barbari received a B.S. in Accounting from San Jose State University.

David W. Cragg has served as our Senior Vice President, Human Resources since July 2009. He served as our Vice
President of Human Resources from February 2005 through June 2009. From October 2000 until January 2005,

Mr. Cragg managed his own human resources consulting practice. From March 2000 until its acquisition in September
2000 by Yahoo!, Inc., he was Vice President, Human Resources for eGroups Inc., an Internet email management
company. Prior to October 2000, Mr. Cragg was a Principal Human Resources Consultant at Genentech, Inc., a
biotechnology company. Mr. Cragg received a B.A. in Industrial Psychology from the University of California, Santa
Cruz.

David J. Morgans, Jr., Ph.D. has served as our Executive Vice President, Preclinical Research and Development since
March 2008. He served as our Senior Vice President, Preclinical Research and Development from March 2006
through February 2008. Dr. Morgans served as our Senior Vice President, Drug Discovery and Development from
October 2003 to March 2006. From March 2002 to September 2003, he served as our Senior Vice President, Drug
Discovery and from January 2002 to February 2002, he served as our Vice President, Drug Discovery. From October
2000 to December 2001, he served as our Vice President, Chemistry. From July 1998 to October 2000, Dr. Morgans
served as Vice President of Research for Iconix Pharmaceuticals, Inc., a biopharmaceutical company. From March
1995 to July 1998, he was Vice President, Inflammatory Diseases at Roche Bioscience, a pharmaceutical company.
From 1983 to 1995, he held various positions at Syntex Corporation, a pharmaceutical company, most recently as
Director, Medicinal Chemistry. From 1980 to 1983, Dr. Morgans was Assistant Professor of Chemistry at University
of California, Santa Cruz. Dr. Morgans received a B.S. in Chemistry from Saint Joseph s University in Philadelphia
and a Ph.D. in Chemistry from Columbia University.
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Andrew A. Wolff, M.D., F.A.C.C. has served as our Senior Vice President of Clinical Research and Development and
Chief Medical Officer since September 2004. From September 1994 until September 2004, Dr. Wolff held various
positions of increasing responsibility at CV Therapeutics, a biopharmaceutical company, most recently as Senior Vice
President and Chief Medical Officer. From 1988 until 1994, he served in various drug development positions of
increasing responsibility in both the United States and the United Kingdom for Syntex Corporation, most recently as
the Executive Director of Medical Research and New Molecules Clinical Programs Leader. Since 1986, Dr. Wolff has
held an appointment in the Cardiology Division of the University of California, San Francisco, where he is currently
an Associate Clinical Professor, and is an Attending Cardiologist in the Coronary Care Unit at the San Francisco
Veterans Administration Medical Center. Dr. Wolff received a B.A. in Chemistry and Biology from the University of
Dayton and an M.D. from Washington University Medical School.
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

This Compensation Discussion and Analysis explains our executive compensation philosophy, policies and practices
for 2010 for the following executive officers who are referred to in this Compensation Discussion and Analysis and in
the subsequent tables as our named executive officers:

Robert 1. Blum, President and Chief Executive Officer;

Sharon A. Barbari, Executive Vice President, Finance and Chief Financial Officer;

David W. Cragg, Senior Vice President, Human Resources;

David J. Morgans, Jr., Ph.D., Executive Vice President, Preclinical Research and Development; and

Andrew A. Wolff, M.D., F.A.C.C., Senior Vice President, Clinical Research and Development and Chief
Medical Officer.

Executive Summary

Cytokinetics designs our executive compensation program to provide a market competitive compensation package that
focuses on corporate and individual performance and long-term results, while maximizing retention.

The highlights of our 2010 executive compensation program include:

Our cash incentive program is comprised of (i) a discretionary bonus that is designed to reward executives for
achieving corporate goals and, except for the President and Chief Executive Officer, individual goals in their
functional area; and (ii) merit increases in base salary based on performance against goals, other
accomplishments and benchmarking against competitive market data.

Our equity program for our named executive officers consisted of stock options with exercise prices equal to
100% of the fair market value on the date of grant, each vesting monthly over four years based on continued
service. This program is intended to promote employee retention, encourage executives to focus on creating
meaningful stock price appreciation that is sustained over multiple years and provide a meaningful ownership
opportunity for our executives.

We grant stock options under our 2004 Equity Incentive Plan, which prohibits the repricing of stock options
without prior stockholder approval within 12 months prior to such repricing.

Overview of Compensation Program

Compensation Philosophy and Objectives

The Committee believes that the most effective executive compensation program is one that is designed to reward
achievement and that aligns executive officers interests with those of stockholders by rewarding overall performance,

with the ultimate objective of creating stockholder value and building a sustainable biopharmaceutical company. The
Committee evaluates each executive officer s performance and compensation. The Committee seeks to ensure that the
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Company maintains its ability to attract and retain superior employees in key positions and that the compensation
provided to key employees remains competitive relative to the compensation paid to similarly situated executive
officers of a defined group of peer companies and the broader marketplace from which we recruit and compete for
talent. To that end, the Committee believes the compensation provided by the Company to its executive officers,
including the named executive officers, should include a mix of base salary, cash bonuses, equity awards, broad-based
employee benefits (with limited perquisites) and severance upon change in control benefits that reward performance
and the creation of long-term stockholder value for the Company, and that provide the appropriate level of retention
incentives. Each element of compensation and the practices utilized to evaluate and inform the Committee s decisions
are discussed in detail below.
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Role of the Committee

The Compensation and Talent Committee of the Board of Directors (referred to as the Committee throughout this
Compensation Discussion and Analysis) is responsible for establishing, implementing and monitoring adherence with
the Company s compensation philosophy for its executive officers. The Committee seeks to ensure that the total
compensation paid to the Company s executive officers is fair, reasonable and competitive.

As part of its deliberations, in any given year, the Committee may review and consider materials such as Company
financial reports, financial projections, operational data and Company stock performance data. The Committee also
reviews information such as total compensation that may become payable to the named executive officers in various
hypothetical scenarios, executive stock ownership information, analyses of historical executive compensation levels
and current Company-wide compensation levels, benchmarking data provided by the independent compensation
consultant, and the recommendations of the President and Chief Executive Officer and the Committee s independent
compensation consultant.

Role of the Independent Compensation Consultant

To assist our Committee in executing our executive compensation policy, our management retained Radford Surveys
+ Consulting, a division of Aon Consulting, Inc., as an independent compensation consultant. For 2010, Radford
assisted the Committee in defining the appropriate peer group of biotech companies and in analyzing all elements of
our compensation program against our peer group, as well as SEC reports and additional survey data. Radford
engaged independently with the Committee and served at the Committee s discretion. Although Radford made
recommendations to the Committee, it had no authority to make compensation decisions on behalf of the Committee
or Company. Radford attended Committee meetings either in person or via conference call as deemed appropriate by
the Chair of the Committee. Management provided historical data, reviewed reports for accuracy and interacted
directly with Radford. The survey data is provided by a different group within Radford and is not dependent or
connected to our utilization of Radford s compensation consulting services.

Role of Executive Officers in Compensation Decisions

For compensation decisions in 2010, the President and Chief Executive Officer aided the Committee by providing
recommendations regarding the compensation of all executive officers other than himself. Each executive officer, with
the exception of the President and Chief Executive Officer, participated in an annual performance review process with
the President and Chief Executive Officer to provide input about his or her contributions to the Company s goals and
objectives for 2009. The President and Chief Executive Officer participated in a similar review process, with respect

to his own performance review, with a designated representative from the Board of Directors. The Committee

assessed the recommendations of the President and Chief Executive Officer (and, with respect to the President and
Chief Executive Officer, the recommendations of the Board of Directors representative) in the context of each
executive officer s performance, along with competitive benchmarking information generated by Radford with respect
to base salary, target and actual cash bonus and equity compensation for each executive officer.

The Company s Human Resources, Finance and Legal departments work with our President and Chief Executive
Officer to design and develop compensation programs applicable to the named executive officers and other executive
officers, to recommend changes to existing compensation programs, to establish corporate and individual performance
goals, to prepare Peer Company comparisons and other Committee briefing materials and ultimately to implement the
Committee s decisions. The Senior Vice President, Human Resources and the President and Chief Executive Officer
meet separately with Radford to convey information on proposals that management may make to the Committee, as
well as to allow Radford to collect information about the Company to perform its duties for the Committee.
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Benchmarking of Cash and Equity Compensation

The Committee believes it is important when making its compensation-related decisions to be informed as to current
compensation practices of comparable publicly held companies in the life sciences industry. To provide independent
and expert advice on appropriate compensation, the Committee engages the services of a nationally
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recognized executive compensation consulting firm to perform analyses of the executive compensation practices of a
number of representative and comparable publicly held companies in the life sciences industry (the Peer Companies ).
The Committee engaged Radford Surveys + Consulting ( Radford ) to perform these analyses in 2010 and 2011. The
Committee reviews this analysis and adjusts the list of Peer Companies annually to take into account the Company s
progression in its stage of development and changes in the comparative companies and to ensure that the list provides

a current and useful comparison of companies for use as a primary means of comparing our executive compensation
levels relative to the market.

The Committee approved the following Peer Companies for use in making compensation decisions in 2010:

Affymax Inc. Dyax Corp. Maxygen, Inc.

Amicus Therapeutics Facet Biotech Corporation Pain Therapeutics, Inc.
Ardea Biosciences, Inc. Infinity Pharmaceuticals, Inc. Poniard Pharmaceuticals, Inc.
ARIAD Pharmaceuticals, Inc. Lexicon Pharmaceuticals, Inc. Rigel Pharmaceuticals, Inc.
ArQule, Inc. MAP Pharmaceuticals, Inc. Sangamo BioSciences, Inc.
Array Biopharma

The Committee approved the following Peer Companies for use in making compensation decisions in 2011:

Affymax Inc. Dyax Corp. MAP Pharmaceuticals, Inc.
Amicus Therapeutics Dynavax Technologies Corp. Rigel Pharmaceuticals, Inc.
Ardea Biosciences, Inc. Idenix Pharmaceuticals, Inc. Sangamo BioSciences, Inc.
ARIAD Pharmaceuticals, Inc. Infinity Pharmaceuticals, Inc. Synta Pharmaceuticals Corp.
ArQule, Inc. Lexicon Pharmaceuticals, Inc. XenoPort, Inc.

Array Biopharma

Companies are evaluated and adjusted as appropriate for inclusion in these analyses based on business characteristics
similar to ours. Potential companies are initially selected based on criteria including, but not limited to, business
model, stage of development, year of initial public offering, employee headcount, research and development
expenditures, cash reserves and revenue. Peer Companies are then selected from the potential companies based on
market capitalization. For 2010, the Peer Companies were required to have an average 2009 market capitalization
between $100 million and $300 million. For 2011, the Peer Companies were required to have an average 2010 market
capitalization between $80 million and $450 million. The Committee reviews and adjusts the list of Peer Companies
annually to take into account the Company s progression in its stage of development and changes in the comparative
companies. Maxygen and Pain Therapeutics were removed from the Peer Companies for 2011 because of changes to
their business models. Facet Biotech Corporation was removed because it was acquired, and Poniard Pharmaceuticals
was removed because its market capitalization was outside of the defined range.

Radford prepared an extensive analysis of the compensation practices of the Peer Companies as reported in their
proxy statements, and offered additional analysis based on the compensation practices of a broader group of life
science companies, a subset of what is included in the Radford Life Science Survey. Where the data provided was not
extensive enough for analysis, specifically for the Senior Vice President, Human Resources position, Radford further
supplemented the Peer Companies data with the practices of biotechnology and life sciences companies with 50 to
200 employees. Radford presented this analysis to the Committee with its recommendations regarding compensation
practices, and the Committee factored these recommendations into its own decision making process.
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The Committee utilizes the cash and equity components from these benchmarking analyses to set a total compensation
package for each executive officer based on his or her past and anticipated contributions to the Company, current
compensation package, compensation market trends for competitive positions, retention risks and overall Company
performance. While benchmarking alone is not sufficient for setting compensation, the Committee believes that
referring to this information is an important aspect of diligence in compensation-related decisions. In general, when
referencing the Peer Company data, the Committee aims, in line with the Company s general philosophy, to provide
target total cash and long-term equity compensation at or around the median of the compensation paid to similarly
situated executives employed by the Peer Companies for target level performance,
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with compensation above this level possible for exceptional performance. To achieve this positioning for target levels
of compensation, the Committee generally sets the various compensation elements as follows:

base salaries between the median and 75t percentile for comparable positions with the 60t percentile being the
target;

target cash bonus compensation at a level such that, when combined with base salary, the target total cash
compensation is at or around the median for comparable positions; and

target long-term equity compensation at a level such that, when combined with target total cash compensation,
target total cash and equity compensation is at or around the median for comparable positions.

However, benchmarking is not the sole determinative factor for compensation decisions. In determining the amount
and form of compensation, we may consider a number of factors, including:

corporate and individual performance, including performance in relation to our business plan, and execution of
individual, team and company-wide strategic initiatives, as we believe this encourages our executives to focus
on achieving our business objectives;

internal pay equity of the compensation paid to one executive officer as compared to another that is, the
compensation paid to each executive should reflect the importance of his or her role to the company as
compared to the roles of the other executives as we believe this approach contributes to retention and
teamwork among our executives while recognizing that compensation opportunities should increase based on
increased levels of responsibility among officers;

broader economic conditions, to ensure that our pay strategies are effective yet responsible, particularly in the
face of unanticipated consequences of the macroeconomic environment on our business;

the potential dilutive effect on our stockholders generally of equity awards, paying particular attention to the
number of stock options granted in recent years, shares of Common Stock available for option grants and the
total number of stock options currently outstanding;

the experiences and individual knowledge of the members of our Board regarding compensation programs at
other companies, as we believe this approach helps us compete in hiring and retaining the best possible talent
while maintaining a reasonable and responsible cost structure; and

individual negotiations with executives, as these executives may be leaving meaningful compensation
opportunities at their prior employer or foregoing other compensation opportunities with other prospective
employers to work for us, as well as negotiations upon their departures, as we recognize the benefit to our
stockholders of smooth transitions.

Establishment of Goals

Prior to the beginning of each fiscal calendar year, management prepares a set of corporate goals covering the
expected operating and financial performance of the Company for the fiscal year. Our corporate goals are intended to
correspond with deliverables expected to provide both near- and long-term stockholder value, such as commencement
and completion of clinical trials for our drug candidates, completion of corporate partnering arrangements, receipt of
funds from partnered programs or equity capital markets, advancement of research programs to defined stages, clinical
candidate selection, regulatory filing deliverables, and financial achievements such as closing the fiscal year with
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sufficient going-forward cash to cover planned future expenditures. These corporate goals are then reviewed and
approved by the Committee. Individual goals for each named executive officer are derived from the corporate goals
that relate to his or her functional area and other responsibilities relevant to his or her functional area, except for the
President and Chief Executive Officer, who has no individual goals apart from the corporate goals.
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Compensation Components

Our 2010 executive compensation program consists of three principal components: base salary; short-term incentive
compensation (annual cash bonuses); and long-term equity compensation (in the form of time-based stock options).

Base Salary. The Company provides a base salary as a fixed source of compensation for the executive officers,
allowing them a degree of certainty in the face of having a majority of their compensation atrisk. The Committee
recognizes the importance of base salaries as an element of compensation that helps to attract and retain talented
executives. The Company believes that base salaries should be competitive to the broader national market as well as
our Peer Companies and appropriately benchmarked based on each executive officer s position. Base salary is the only
area of compensation where the Company targets above the Peer Company median. The Company sets the midpoint
of all of the salary structures for our officers at the 60t percentile of the Peer Companies to ensure that base salaries
are competitive relative to the local job market and to enable us to recruit employees from companies that are at a
more mature stage of development who could have an advantage in attracting quality employees because of their
ability to offer other compensation benefits, such as a Company match to 401(k) contributions, higher job security,
and incremental executive benefits. The Committee generally targets our executive officers base salaries to fall
between the median and the 75% percentile of the Peer Companies.

The Committee generally reviews base salaries annually, and the Committee seeks to adjust base salaries consistently
with Peer Company data, after taking into account each executive s individual responsibilities, performance during the
prior fiscal year and experience. Additionally, in determining base salary increases, the Committee considers the
Company s overall budget for merit salary increases for the year (which, for 2010, was 3%), and, if an executive
officer was promoted or his or her responsibilities were expanded during the year, or if their base salary is below our
target, the Committee may increase such executive s base salary, generally in line with the Company s overall budget
for promotions and adjustments for the year.

In determining whether to grant a salary increase and in what amount, the Committee considers for each named
executive officer:

the individual s and the Company s goals and achievement levels for the year;
the individual s broader contributions to the organization, such as the manner in which he or she achieves
objectives, collaborative contributions outside of his or her area of responsibility, management performance,
financial/budget management, contributions to foster and support the positive evolution of Cytokinetics
culture, and other criteria;
the role that the individual is anticipated to play in the coming year;
market salary data for comparable executive positions from the Peer Companies; and
other market factors affecting the Company.
There is no predetermined weighting of success in achieving individual or corporate goals versus these other factors in
determining whether a salary increase is granted. Rather, the Committee uses its discretion in considering each of
these elements in the context of the Company s and the individual s overall performance. Base salary increases for each

named executive officer became effective March 1, 2010.

Annual Bonus. The Committee has the authority and discretion to award an annual cash bonus to our executive
officers. The purpose of this bonus program is to provide an incentive for our executive officers to achieve the annual
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corporate and individual performance objectives set each year. Our annual bonus is the compensation element most
closely tied to corporate and individual performance in a particular year.

Each named executive officer s annual target bonus is expressed as a percentage of his or her base salary and is set at a
level that, upon 100% achievement of the Company and the individual performance goals, falls at the median level for
a similar executive position as compared to the Peer Company data. In determining the calculation of the bonus, the
more senior a named executive officer s position and operational responsibilities within the Company, the greater the
percentage of his or her bonus that is weighted to corporate rather than individual achievement. For example, our
President and Chief Executive Officer s bonus is based entirely on corporate achievement and not on
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individual achievement. Target bonus levels for 2010 performance for the named executive officers, expressed as a
percentage of base salary, were as follows:

Individual Corporate

Target

Bonus Achievement Achievement

(% of
Named Executive Officer Salary) Contribution Contribution
Robert I. Blum 50% 0% 100%
Sharon A. Barbari 40% 25% 75%
David W. Cragg 30% 25% 75%
David J. Morgans, Jr., Ph.D. 40% 25% 75%
Andrew A. Wolff, M.D., F.A.C.C. 30% 25% 75%

Actual bonuses may be above or below target bonus levels, at the Committee s discretion. The minimum bonus amount
is zero, and the maximum is 120% of the target bonus amount. If the Committee determines that bonuses should not

be awarded for corporate achievement for any reason, bonuses will not be paid even if the individual achievements
were met.

Bonuses earned by the named executive officers for 2010 performance were as follows:

Actual
Target Bonus Corporate Actual Individual  Actual Bonus
Performance
Named Executive Officer Level ($) %o Performance % Earned
Robert I. Blum $ 262,500 70% Not applicable $ 183,750
Sharon A. Barbari $ 153,200 70% 90% $ 114,900
David W. Cragg $ 81,750 70% 80% $ 59,269
David J. Morgans, Jr., Ph.D. $ 151,800 70% 70% $ 106,260
Andrew A. Wolff, M.D., F.A.C.C. $ 113,475 70% 90% $ 85,106

Equity Awards. The Company believes that providing a material portion of our executive officers total compensation
package in stock options aligns the incentives of our executive officers with our stockholders interests and provides a
direct link between the creation of stockholder value and the Company s long-term success. The Committee develops
its equity award determinations taking into consideration information provided by Radford as to whether the complete
compensation packages provided to each named executive officer, including prior equity awards, are sufficient to
retain, motivate and adequately reward the executive for his or her contributions. Equity is the compensation element
least directly tied to an executive s performance in a particular year, in part because equity awards are intended to
incentivize long-term retention and reflect the anticipated value of the named executive officer s contributions going
forward.

The Company grants stock options to our named executives officers annually as part of our performance review and
rewards process. All options have an exercise price equal to the fair market value of our common stock on the date of
grant, and generally vest monthly based on continued service over a four-year period (with a one-year cliff for new
hire grants).
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The Company offers stock options to all our executive officers when they join the Company and again annually as
part of our performance review and rewards process. New hire option grants to executive officers are reviewed by the
Committee in advance of an offer, and the number of option shares to be granted is pre-approved by written consent.
The options are granted and priced on the last day of the month in which the executive is hired. Annual grants to
executive officers and all employees are typically made at a Committee meeting held during the first quarter of the
fiscal calendar year. New hire and annual option grants begin vesting on the date of grant. New hire option grants
generally vest over four years, with 25% of the award vesting after one year and the remainder of the award shares
vesting monthly thereafter over the following three years. Annual grants to existing executive officers generally vest
monthly over four years. New hire and annual option grants are based on competitive market data and shares available
in the 2004 Equity Plan. All stock options granted to executive officers to date since the Company began operating as
a public company in April 2004 have an exercise price per share equal to the closing price of the Company s Common
Stock on the date of grant. As a result of this structure, the options provide a return to the executive only if the
executive remains employed by the Company through each vesting date, and then only if the market price of our
common stock appreciates over the period in which the option vests.
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In determining the size of stock option grants to executive officers in a given year, the Committee may consider:
reviewing the options granted to each executive officer relative to the total number of options granted to all
employees, including all the Company s executive officers, and comparing the options granted to the executive

to those held by individuals in similar positions at the Peer Companies;

evaluating the current in-the-money and potential value of all vested and unvested options that have been
granted to each executive officer, and total potential ownership as a percentage of total outstanding shares;

internal pay equity among our named executive officers who are not the President and Chief Executive Officer
and ensuring that the President and Chief Executive Officer s award is of such a size that appropriately reflects
the importance of his responsibilities for the company s success; and

the number of shares available for issuance under our 2004 Equity Plan.

Option grants to the named executive officers in 2010 were as follows:

Named Executive Officer Option Shares
Robert I. Blum 270,000
Sharon A. Barbari 135,000
David W. Cragg 90,000
David J. Morgans, Jr., Ph.D. 135,000
Andrew A. Wolff, M.D., F.A.C.C. 135,000

We generally target our equity grants to be between the 50t and 75t percentile of the companies in our peer group,
and these grants fell within those ranges.

The material terms of the 2004 Equity Plan are further described in Proposal Four above and in Note 13 to the
Company s audited financial statements for the fiscal year ended December 31, 2010 included in the Company s
Annual Report on Form 10-K.

Fifteen of the sixteen 2011 Peer Companies granted stock options, and four of the 2011 Peer Companies awarded
restricted stock or restricted stock units, as components of executive compensation. Of the 2010 Peer Companies, all
but one, a newly public company, granted stock options, and only seven out of sixteen Peer Companies granted
restricted stock or restricted stock units to executive officers. At the present time, the Committee has chosen to utilize
stock option grants as the only equity awards provided to executive officers, but will continue to evaluate whether to
use a potentially different mix of equity in the future.

Corporate and Individual Achievement Assessment

For all named executive officers, the Committee assesses the performance-based aspects of compensation based on
individual and overall corporate achievement except for the President and Chief Executive Officer, for whom the
Committee assesses the performance-based aspects of compensation based solely on overall corporate achievement.
Corporate Achievement. At the beginning of each calendar fiscal year, management prepares and proposes to the

Committee a detailed set of corporate goals covering the desired operating and financial performance of the Company
for the calendar fiscal year. Our corporate goals are focused towards deliverables expected to advance near-term
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stockholder value while also building towards long-term stockholder value.
For 2010, the corporate goals related to:

commencement and completion of clinical trials for our drug candidate in our skeletal muscle contractility
development program;

delivering materials for clinical trials of our drug candidate in our skeletal muscle contractility development
program;

selection of potential drug candidates from our skeletal muscle contractility research programs;
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conduct of non-clinical studies to support filings with the U.S. Food and Drug Administration and other
regulatory agencies;

advancement of our research programs to lead optimization and candidate selection;
corporate partnering of our skeletal muscle contractility program; and
managing to budget and closing the fiscal year with sufficient cash to cover projected expenditures.

The Committee then reviews and approves the corporate goals, making such changes as they deem appropriate in their
sole discretion. At the end of each year, the Committee determines the overall level of corporate achievement, which
includes, but is not limited to, assessing the Company s performance relative to these goals. The Committee does not
use a rigid formula in determining the Company s level of achievement with respect to the corporate goals or
otherwise, but takes into consideration:

the degree of success achieved with respect to each corporate goal, taking into consideration the extent of
actual results against the specific deliverables associated with each objective;

the extent to which the objective was a stretch goal for the organization;

whether significant unforeseen obstacles or favorable circumstances altered the expected difficulty of
achieving the desired results;

other factors that may have made certain of the stated goals more or less important to the Company s
success; and

other accomplishments by the Company during the year or other factors which, although not included as part of
the formal goals, are nonetheless deemed important to the Company s near- and long-term success.

The Committee does not exclusively use any specific weighting scheme in these assessments, but uses its discretion
and judgment to determine a percentage that it believes fairly represents the Company s achievement level for the year.

Individual Achievement. At the beginning of each fiscal year, individual goals are established for each named
executive officer, except for the President and Chief Executive Officer, who has no individual goals apart from the
corporate goals. These individual goals are derived from the corporate goals that relate to the named executive officer s
functional area.

Ms. Barbari s 2010 goals related to maintaining appropriate cash reserves, developing and implementing a
facility leasing strategy, performance of an operational audit to assess processes and procedures we use to
manage and conduct clinical trials, submission of applications for grant funding and the receipt of associated
funds, conducting an investor event surrounding the release of our amyotrophic lateral sclerosis clinical trial
data, ensuring compliance with regulatory requirements, maintaining timely financial reporting to effectively
manage business operations, meeting SEC reporting compliance requirements, and ensuring compliance with
internal controls as required by the Sarbanes-Oxley Act of 2002.

Mr. Cragg s 2010 goals related to meeting staffing metrics regarding direct hires and budgetary goals, managing

the Company s compensation and benefit programs to ensure competitiveness and cost effectiveness, managing
and developing employee communication forums, and leading a corporate giving effort by creating
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opportunities for employee community volunteerism.

Dr. Morgans 2010 goals related to the selection of potential drug candidates from our skeletal muscle
contractility research programs, the conduct of certain non-clinical studies, the advancement of our research
programs, representing the Company on the omecamtiv mecarbil joint development committee, expanding the
Company s pharmacology function, and acting as the chair of the Company s Scientific Advisory Board.

Dr. Wolff s 2010 goals related to the completion and presentation of data from certain clinical trials for our
skeletal muscle contractility development program, the writing and submission of manuscripts for our cardiac

and oncology development programs, providing clinical and regulatory support for our strategic
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alliance with Amgen, completion of final study reports on all completed clinical trials, and development of a
broad strategic development plan for our skeletal muscle contractility program.

At the end of each year, the Committee and the President and Chief Executive Officer determine the overall level of
individual achievement for each named executive officer, which includes, but is not limited to, an assessment of the
executive s performance relative to these goals. The Committee does not use a rigid formula in determining each
executive officer s level of achievement with respect to his or her individual goals or otherwise, but takes into
consideration:

the extent of results achieved against the specific deliverables associated with each objective;

the extent to which the objective was a significant stretch goal for the individual;

whether significant unforeseen obstacles or favorable circumstances altered the expected difficulty of
achieving the desired results;

the overall performance of the functional areas for which the executive officer has responsibility;

the manner in which the executive officer contributes to the overall success of the company, including areas
outside of his or her responsibility;

the overall management of the executive officer s staff;
other factors that may have made some stated goals more or less important to the Company s success; and

other accomplishments by the individual during the year which, although not included as part of the formal
goals, are nonetheless deemed important to the Company s near- and long-term success.

The Committee does not use any specific weighting scheme in these assessments, but uses its discretion and judgment
to determine, based on recommendations by the President and Chief Executive Officer, a percentage that it believes
fairly represents the named executive officer s individual achievement level for the year.

2010 Executive Compensation Decisions

Corporate Achievement Levels.

In February 2011, the Committee determined that the Company had an overall corporate achievement level of 70% for
2010. This determination was based on successes in the advancement of the Company s skeletal muscle clinical
development programs, the advancement of the Company s skeletal muscle research program, and the generation of
funds through equity financings and grant arrangements. These achievements were considered alongside delays in
achieving business development and other research goals.

Robert 1. Blum.

As President and Chief Executive Officer, Mr. Blum s individual achievement level is based solely on the corporate
achievement level, which for 2010 was 70%, as discussed above.

Salary. The Committee increased Mr. Blum s salary by 5% to $525,000, effective March 1, 2010. The 5%
increase included a 3% merit increase based on his achievement level, and a 2% adjustment to bring his base
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compensation closer to the targeted base salary range based on data from the Peer Companies.

Bonus. In March 2011, the Committee awarded Mr. Blum a bonus for 2010 performance of $183,750, or 35%
of his 2010 base salary. This was based on a target bonus of 50% of his base salary, multiplied by the corporate
achievement level of 70%.

Equity. In February 2010, the Committee awarded Mr. Blum stock options to purchase 270,000 shares of
Common Stock in consideration of his performance as President and Chief Executive Officer in 2009. This
award was within the targeted equity award range based on an analysis of data from the Peer Companies and
was intended to maintain a competitive position with this important retention tool.
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Sharon A. Barbari.

The Committee determined that Ms. Barbari s individual achievement level for 2010 was 90%, influenced by
achieving the principal goal of ending 2010 with cash reserves in excess of those required to cover the upcoming

16 months of forecasted expenditures without having completed a partnership during the year, managing adherence to
budgetary goals, and ensuring regulatory compliance.

Salary. The Committee increased Ms. Barbari s base salary by 3% to $383,000, effective March 1, 2010, based
on her achievement level and within the budgeted range for merit increases.

Bonus. In March 2011, the Committee awarded Ms. Barbari a bonus for her 2010 performance of $114,900, or
30% of her 2010 base salary. This was based on a target bonus of 40% of base salary, multiplied by an overall
achievement level of 75% (based on a weighting of 25% for her individual achievement level of 90% and 75%
for the corporate achievement level of 70%).

Equity. In February 2010, the Committee awarded Ms. Barbari stock options to purchase 135,000 shares of
Common Stock. This award was in consideration of her contributions in managing the Company s financial
resources, and was within the target equity award range based on an analysis of data from the Peer Companies.
The award also took into consideration the fact that the majority of stock options held by Ms. Barbari had
exercise prices above the stock s current market price.

David W. Cragg.

The Committee determined that Mr. Cragg s individual achievement level for 2010 was 80%, based on meeting goals
relating to staffing metrics, compensation and benefit programs objectives and budgets and leading efforts to meet
corporate giving and community service goals.

Salary. The Committee increased Mr. Cragg s base salary by 3% to $272,500, effective March 1, 2010, based
on his achievement level and within the budgeted range for merit increases.

Bonus. In March 2011, the Committee awarded Mr. Cragg a bonus for his 2010 performance of $59,269 or
22% of his 2010 base salary. This was based on a target bonus of 30% of base salary, multiplied by an overall
achievement level of 73% (based on a weighting of 25% for his individual achievement level of 80% and 75%
for the corporate achievement level of 70%).

Equity. In February 2010, the Committee awarded Mr. Cragg stock options to purchase 90,000 shares of
Common Stock. This award was in consideration of his successful management of the programs and goals
within the Human Resources function, and was within the target equity award range based on an analysis of
data from the Peer Companies. The award also took into consideration the fact that the majority of stock
options held by Mr. Cragg had exercise prices above the stock s current market price.

David J. Morgans.

The Committee determined that Dr. Morgans individual achievement level for 2010 was 70%, based on the
completion of goals for the research, preclinical and nonclinical development areas. These goals included the
advancement of IND-enabling non-clinical development studies for CK-2066260, and the advancement of research
programs to lead optimization and hit-to-lead status.

Table of Contents 76



Edgar Filing: CYTOKINETICS INC - Form DEF 14A

Salary. The Committee increased Dr. Morgans base salary by 5% to $379,500, effective March 1, 2010. The
5% increase included a 3% merit increase based on his achievement level and a 2% adjustment to bring his
base compensation within the targeted salary range based on data from the Peer Companies and the targeted
range for executive vice president level officers at the Company.

Bonus. In March 2011, the Committee awarded Dr. Morgans a bonus for his 2010 performance of $106,260,
or 28% of his 2010 base salary. This was based on a target bonus of 40% of base salary, multiplied by an
overall achievement level of 70% (based on a weighting of 25% for his individual achievement level of 70%
and 75% for the corporate goal achievement level of 70%).
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Equity. In February 2010, the Committee awarded Dr. Morgans stock options to purchase 135,000 shares of
Common Stock. This award was in consideration of his contributions toward advancing our research and
preclinical compounds, and was within the targeted equity award range based on an analysis of data from the
Peer Companies.

Andrew A. Wolff.

The Committee determined that Dr. Wolff s individual achievement level for 2010 was 90%, based on the completion
of the majority of the clinical development goals, including successes in completing the Phase Ila evidence of effect
clinical trial of CK-2017357 in ALS patients and initiation of the Phase Ila clinical trial of CK-2017357 in patients
with claudication associated with peripheral artery disease.

Salary. The Committee increased Dr. Wolff s base salary by 2% to $378,250, effective March 1, 2010, based
on his achievement level and within the budgeted range for merit increases.

Bonus. In March 2011, the Committee awarded Dr. Wolf a bonus for his 2010 performance of $85,106, or
23% of his 2010 base salary. This was based on a target bonus of 30% of base salary, multiplied by an overall
achievement level of 75% (based on a weighting of 25% for his individual achievement level of 90% and 75%
for the corporate goal achievement level of 70%).

Equity. In February 2010, the Committee awarded Dr. Wolff stock options to purchase 135,000 shares of
Common Stock. This award was in consideration of meeting or exceeding the primary goals of advancing
clinical programs and facilitating Amgen s option exercise. This award was in excess of the target equity award
based on an analysis of data from the Peer Companies provided by the independent compensation consultant,
and in part in recognition of the important role Dr. Wolff is expected to play in the advancement of the
Company s clinical development program. The award also took into consideration the fact that the majority of
stock options held by Dr. Wolff had exercise prices above the stock s current market price.

Severance Benefits or Employment Agreements

The Company has entered into Executive Employment Agreements with each of its named executive officers. These
agreements provide for salary and benefit continuation, bonus payments and accelerated vesting of equity awards

upon the termination of their employment either by the Company without cause, or by the executive for good reason
following a change of control of the Company. The terms of these agreements are described in more detail in the
section entitled Potential Payments Upon Change of Control. In addition, our equity plan provides that all employee
equity awards will be subject to full acceleration if they are not assumed or replaced with comparable awards by the
acquirer.

The Company believes these severance and change of control benefits are an essential element of the Company s
executive compensation package and assist it in recruiting and retaining talented executive officers. The Committee
believes these change of control benefits serve to minimize the distractions to an executive and reduce the risk that an
executive will depart the Company before an acquisition is consummated. The Committee believes that change of
control severance benefits and accelerated vesting allow our executives to focus on continuing normal business
operations and the success of a potential business combination, rather than worrying about how business decisions that
may be in the best interest of the Company and its stockholders will impact their own financial security. That is, these
existing change of control arrangements help ensure stability among our executive officer ranks and will enable our
executives to maintain a balanced perspective in making overall business decisions during periods of uncertainty.
Further, these agreements are in line with customary practices at an executive officer level at the Peer Companies.
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Other Compensation

All of the Company s executive officers are eligible to participate in its employee benefit plans, including medical,
dental, life insurance, employee stock purchase and 401(k) plans. These plans are available to all employees and do
not discriminate in favor of executive officers. It is generally the Company s policy not to extend
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significant perquisites to its executive officers that are not available to its employees generally. The Committee has no
current plans to change the levels of benefits and perquisites provided to executive officers.

Equity Compensation Policies

The Company s policy is to make annual and new-hire and promotion equity grants on pre-determined dates as
follows:

Annual equity grants are made as part of our performance review and reward process. The Committee makes
annual grants to employees at a meeting held during the first quarter of each fiscal year.

New hire stock option grants are pre-approved by the Committee in advance of an offer and the options are
granted on the last day of the month in which the employee is hired.

The exercise price of the stock options is not less than the closing price of our common stock on the NASDAQ Global
Select Market on the grant date of the option. The Company s policy is not to purposely accelerate or delay the public
release of material information in consideration of a pending equity grant to allow the grantee to benefit from a more
favorable stock price.

The Company encourages its executive officers to hold a significant equity interest in the company, but has not set
specific ownership guidelines. The Company has a policy that prohibits our executive officers, directors and other
members of management from engaging in short sales, transactions in put or call options, hedging transactions or
other inherently speculative transactions with respect to the Company s stock.

Tax Deductibility of Executive Compensation

Section 162(m) of the Code denies a federal income tax deduction for specified compensation in excess of

$1.0 million per year paid to the chief executive officer and the three other most highly paid executive officers, other
than a company s chief financial officer, of a publicly traded corporation. Some types of compensation, including stock
options and other compensation based on performance criteria that are approved in advance by stockholders, may be
structured so as to be excluded from the deduction limit.

To maintain flexibility in compensating our executive officers in a manner that promotes varying corporate goals, the
Committee has not adopted a policy requiring all compensation to be deductible. The Committee will continue to
evaluate the effects of the Section 162(m) executive compensation deduction limitation and to grant compensation in
the future in a manner consistent with the best interest of the Company and its stockholders.

Accounting Considerations

In determining the size and type of equity awards, the Committee also considered the potential impact of the
accounting guidance for stock based compensation to determine the effect of awards.

Compensation Recovery Policy

The Company does not have a policy to attempt to recover cash bonus payments paid to our executive officers if the
performance objectives that led to the determination of such payments were to be restated, or found not to have been
met to the extent the Committee originally believed. However, as a public company subject to the provisions of
Section 304 of the Sarbanes-Oxley Act of 2002, if the Company is required as a result of misconduct to restate our
financial results due to the material noncompliance with any financial reporting requirements under the federal

Table of Contents 80



Edgar Filing: CYTOKINETICS INC - Form DEF 14A

securities laws, our President and Chief Executive Officer and Executive Vice President, Finance and Chief Financial
Officer may be legally required to reimburse the Company for any bonus or other incentive-based or equity-based
compensation they received. In addition, the Company will comply with the requirements of the Dodd-Frank Wall
Street Reform and Consumer Protection Act and will adopt a compensation recovery policy once the SEC adopts final
regulations on the subject.
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Compensation and Talent Committee Report

The Compensation and Talent Committee of the Company has reviewed and discussed the Compensation Discussion
and Analysis required by Item 402(b) of Regulation S-K with management and, based on such review and discussions,
the Compensation and Talent Committee recommended to the Board of Directors that the Compensation Discussion
and Analysis be included in this proxy statement.

MEMBERS OF THE COMPENSATION AND
TALENT COMMITTEE

Santo J. Costa
L. Patrick Gage
Wendell Wierenga

Dated: March 28, 2011
Compensation Committee Interlocks and Insider Participation

During fiscal year 2010, directors Santo J. Costa, L. Patrick Gage, A. Grant Heidrich, and Michael Schmertzler served
on the Compensation and Talent Committee. No current or former member of the Compensation and Talent
Committee or executive officer of the Company has served as a member of the Board of Directors or Compensation
and Talent Committee of any entity that has one or more executive officers serving as a member of the Company s
Board of Directors or Compensation and Talent Committee. The current and former members of the Compensation
and Talent Committee were not officers or employees of the Company while a member of the Compensation and
Talent Committee during fiscal year 2010.

Risk Analysis of the Compensation Programs

The Committee has reviewed the Company s compensation policies as generally applicable to our employees and
believes that our policies do not encourage excessive and unnecessary risk-taking and that the level of risk that they do
encourage is not reasonably likely to have a material adverse effect on the Company. The design of the Company s
compensation policies and programs encourage our employees to remain focused on both the short- and long-term
goals of the Company. For example, while our cash bonus plans measure corporate and individual performance on an
annual basis, the stock options typically vest over a number of years, which the Committee believes encourages
employees to focus on sustained stock price appreciation, thus limiting the potential value of excessive risk-taking.
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Summary Compensation Table

The following table summarizes the total compensation earned by or paid to each of the named executive officers for
the fiscal years ended December 31, 2010, 2009 and 2008:

Name and Principal Position Year

Robert I. Blum 2010
President and Chief 2009
Executive Officer 2008
Sharon A. Barbari 2010
Executive Vice President,

Finance 2009
and Chief Financial Officer 2008
David W. Cragg 2010
Senior Vice President, Human
Resources

David J. Morgans, Jr., Ph.D. 2010
Executive Vice President, 2009
Preclinical Research and 2008
Development

Andrew A. Wolff, M.D.,

F.A.C.C 2010

Senior Vice President, Clinical 2009
Research and Development and 2008
Chief Medical Officer

Salary
$

$ 520,833
$ 470,000
$ 433,333
$ 381,167

$ 359,750
$ 345,250
$ 271,250

$ 376,750
$ 357,500
$ 346,666

$ 376,875
$ 365,000
$ 358,500

Bonus

$

$ 190,000(3)
$  3,600(4)

$ 100,000(3)

$ 130,000(3)
$  3,000(8)

$ 100,000(3)

Grant Date
Fair
Value of
Option
Awards

$ Q)

$ 552,690
$ 345,373
$ 404,700
$ 276,345

$ 188,385
$ 252,938
$ 184,230

$ 276,345
$ 188,385
$ 303,525

$ 276,345
$ 163,267
$ 252,938

Non-Equity

Compensation Compensation

$
$

$

$

$

$
$

$
$

Incentive
Plan All Other

6] $

183,750(5)

225,000(6)
(7

114,900(5)

133,920(6)
(7
59,269(5)

106,260(5) $ 9,897(9)
127,050(6)  $ 10,444(9)
(7) $50,725(9)

85,106(5)
97,125(6)
(7N

Total
®

$ 1,257,273
$ 1,230,373
$ 841,633
$ 772412

$ 782,055
$ 598,188
$ 514,749

769,252
813,379
703,916

&L PH P

738,326
725,392
611,438

&L PH P

(1) Includes amounts earned but deferred at the election of the named executive officers pursuant to the Company s

401(k) employee savings and retirement plan.

(2) Amounts in this column reflect the grant date fair value of awards granted pursuant to the Company s equity
incentive plans, calculated in accordance with the accounting guidance for stock compensation. Assumptions
used for the valuation of option grants are set forth in Note 1 to the Company s audited financial statements for
each of the fiscal years ended December 31, 2010, 2009 and 2008, included in the Company s Annual Report on
Form 10-K for each of such years.

(3) Represents amounts paid on July 1, 2009 pursuant to a special cash bonus program for Company employees,
including the named executive officers, in recognition of efforts and contributions that permitted the Company to
achieve its position of relative financial strength and strategic positioning. Particular achievements included the
advancement of omecamtiv mecarbil in clinical development that resulted in Amgen Inc. exercising its option to

acquire an exclusive license to the Company s cardiac myosin activator program, triggering a $50 million

payment to the Company, and the closing of a registered direct equity financing in 2009.
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(4) Represents the amount earned in 2008 under Mr. Blum s Amended and Restated Cash Bonus Agreement, entered
into on December 1, 2003.

(5) Represents amounts earned in 2010 pursuant to the Company s Employee Bonus Plan and paid on March 11,
2011.

(6) Represents amounts earned in 2009 pursuant to the Company s Employee Bonus Plan and paid on March 12,
2010.

(7) No performance bonuses pursuant to the Company s Employee Bonus Plan were awarded for 2008.

(8) Represents the amount earned in 2008 under Dr. Morgans Amended and Restated Cash Bonus Agreement,
entered into on December 1, 2003.

(9) Represents principal and interest related to interest-bearing loans that we entered into with Dr. Morgans in
October 2000 and May 2002. 100% of the interest was forgiven each year and 25% of the principal amount was
forgiven on a pro rata basis over a period of 4 years beginning on the fifth anniversary of each loan. The 2000
loan was fully forgiven as of October 2008 and the 2002 loan was fully forgiven as of May 2010.
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Employment and Other Agreements

The Company has entered into Executive Employment Agreements with each of the executive officers, including
those named in the Summary Compensation Table.

The Executive Employment Agreements provide for such officers to remain at-will employees of the Company and to
receive salary, bonus and benefits as determined at the discretion of the Board of Directors. Such agreements also
provide for such officers to receive certain benefits if, within the eighteen month period following a change of control
of the Company, they resign for good reason or are terminated by the Company or its successor other than for cause
see Potential Payments Upon Change of Control below.

Grants of Plan Based Awards in 2010

The following table sets forth information regarding plan-based awards to each of the named executive officers during
2010:

All Other
Option
Awards: Exercise Grant Date
Fair Value
Estimated Future Payouts Under Number of or Base of
Non-Equity Incentive Plan Securities Price of Stock and
Awards(1) Underlying Option Option
Grant Threshold Target Maximum Options Awards Awards
Name Date $ $) $) #®Q2) $) $
Robert I. Blum 2/24/10 $0 $ 262,500 $ 315,000 270,000 $ 3.08 $ 552,690
Sharon A. Barbari 2/24/10 $0 $ 153,200 $ 183,840 135,000 $ 3.08 $ 276,345
David W. Cragg 2/24/10 $0 $ 81,750 $ 98,100 90,000 $ 3.08 $ 184,230
David J. Morgans,
Jr., Ph.D. 2/24/10 $0 $ 151,800 $ 182,160 135,000 $ 3.08 $ 276,345
Andrew A. Wolff, M.D.,
F.A.C.C. 2/24/10 $0 $ 113,475 $ 136,170 135,000 $ 3.08 $ 276,345

(1) Reflects each named executive officer s participation in our Employee Bonus Plan, calculated based on each
officer s respective base salary and position as of December 31, 2010. Amounts actually earned under the plan in
2010, if any, are reflected in the Summary Compensation Table above.

(2) All options granted to the named executive officers in 2010 were granted under the 2004 Equity Plan. Each
option vests monthly over a four-year period.
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Outstanding Equity Awards at December 31, 2010

The following table sets forth information regarding unexercised stock options held by each named executive officer

as of December 31, 2010:

Name

Robert I. Blum

Sharon A. Barbari

David W. Cragg

David J. Morgans, Jr., Ph.D.

Andrew A. Wolff, M.D., F. A.C.C.

Table of Contents

Number of Securities
Underlying Unexercised

Options (#)
Exercisable Unexercisable(1)
31,097
32,500
76,192
45,000
100,000
234,375 15,625
141,666 58,334
126,041 148,959
56,250 213,750
110,000
16,500
60,000
56,250 3,750
86,541 36,459
68,750 81,250
28,125 106,875
80,000
40,000
46,875 3,125
49,583 20,417
38,958 46,042
18,750 71,250
34,000
50,000
60,000
60,937 4,063
106,250 43,750
68,750 81,250
28,125 106,875
110,000
12,500
60,000
51,562 3,438
88,541 36,459
59,583 70,417
28,125 106,875

Option
Exercise
Price ($)

$1.20
$1.20
$ 2.00
$ 6.59
$7.15
$ 6.81
$ 3.37
$1.85
$ 3.08
$9.95
$ 6.59
$7.15
$ 6.81
$ 3.37
$1.85
$ 3.08
$9.52
$7.15
$ 6.81
$ 3.37
$1.85
$ 3.08
$ 6.50
$ 6.59
$7.15
$ 6.81
$ 3.37
$1.85
$ 3.08
$9.91
$ 6.59
$7.15
$ 6.81
$ 3.37
$1.85
$ 3.08

Option
Expiration
Date

07/10/2012
05/21/2013
12/18/2013
04/11/2015
03/01/2016
03/14/2017
02/28/2018
02/26/2019
02/24/2020
09/15/2014
04/11/2015
03/01/2016
03/14/2017
02/28/2018
02/26/2019
02/24/2020
02/14/2015
03/01/2016
03/14/2017
02/28/2018
02/26/2019
02/24/2020
03/08/2014
04/11/2015
03/01/2016
03/14/2017
02/28/2018
02/26/2019
02/24/2020
10/20/2014
04/11/2015
03/01/2016
03/14/2017
02/28/2018
02/26/2019
02/24/2020
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(1) All currently unexercisable options in this table vest monthly over a four-year period.
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Option Exercises in 2010

The following table sets forth information on stock option exercises by named executive officers during the fiscal year
ended December 31, 2010:

Option Awards
Number of
Shares Acquired Value Realized
on Exercise on Exercise
Name # )
Robert I. Blum(1) 2,000 $ 3,765

Sharon A. Barbari

David W. Cragg

David J. Morgans, Jr., Ph.D.
Andrew A. Wolff, M.D., F. A.C.C.

(1) The stock options exercised by Mr. Blum in 2010 were issued under the 1997 Plan.
Potential Payments Upon Change of Control

The Company has entered into Executive Employment Agreements with each of the executive officers, including

those named in the summary compensation table. Such agreements provide for each of such officers to receive certain
benefits if, within the eighteen-month period following a change of control of the Company, the executive officer
resigns for good reason or is terminated by the Company or its successor other than for cause (a qualifying resignation
or termination ) and such officer signs a standard release of claims with the Company.

Good reason includes a material reduction in salary; a material decrease in duties or responsibilities; a material
decrease in the duties or responsibilities of the supervisor to whom the executive officer is required to report; a
material decrease in the budget over which the executive officer has authority; relocation of the place of employment
to a location more than fifty miles from the Company s location at the time of the change in control; or a material
breach of the Executive Employment Agreement by the Company or its successor.

Cause includes failure to substantially perform the duties of the job other than due to physical or mental illness;
engaging in conduct that is materially injurious to the Company or constitutes gross misconduct; material breach of
the Executive Employment Agreement by the executive officer; material breach of Company policies that have been
adopted by the Board of Directors; conviction of a felony; or fraud against the Company.

Upon a qualifying resignation or termination, Ms. Barbari, Mr. Cragg, Dr. Morgans and Dr. Wolff will become

entitled to receive: continuing severance payments at a rate equal to their base salary for a period of eighteen months;

a lump sum payment equal to their full target annual bonus; acceleration in full of vesting of options for Common

Stock held by them; the lapse in full of the Company s right of repurchase with respect to unvested restricted shares of
Common Stock held by them; and continued employee benefits until the earlier of eighteen months following the date
of termination or resignation or the date they obtain employment with generally similar employee benefits. In the

event that such payments constitute parachute payments within the meaning of Section 280G of the Code and become
subject to the excise tax imposed under Section 4999 of the Code, the Executive Employment Agreements of
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Ms. Barbari, Mr. Cragg, Dr. Morgans and Dr. Wolff each provide that the benefit amount may be reduced so that no
portion of the payment is subject to the excise tax.

Upon a qualifying resignation or termination, Mr. Blum will become entitled to receive: continuing severance

payments at a rate equal to his base salary for a period of twenty-four months; a lump sum payment equal to his full
target annual bonus; acceleration in full of vesting of options for Common Stock held by him; the lapse in full of the
Company s right of repurchase with respect to unvested restricted shares of Common Stock held by him; and continued
employee benefits until the earlier of twenty-four months following the date of termination or resignation or the date

he obtains employment with generally similar employee benefits. In the event that such payments constitute parachute
payments within the meaning of Section 280G of the Code and become subject to the excise tax imposed under
Section 4999 of the Code, Mr. Blum is eligible to receive a payment from the Company sufficient
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to pay the excise tax, and a tax gross-up payment, which is an additional payment sufficient to pay the excise tax and
other income taxes resulting from the initial excise tax payment. This excise tax and tax gross-up payment has been a
benefit we have historically offered at the CEO level based on the uniqueness and importance of that role to our
business, and given Mr. Blum s longstanding tenure as an executive officer.

The provisions of each Executive Employment Agreement are intended to comply with the requirements of

Section 409A so that none of the severance payments or benefits to be provided under the agreements will be subject
to the additional tax imposed under Section 409A. If severance payments to an executive officer at the time of
termination would trigger the additional tax imposed under Section 409A, then such payments will instead become
payable to the executive officer starting six months and one day after the termination date.

As of December 31, 2010, none of the named executive officers held unvested shares of Common Stock that were
subject to the Company s right of repurchase.

Severance payments and benefits provided to an executive officer under an Executive Employment Agreement
following a qualifying resignation or termination are subject to certain conditions including adherence to existing
confidentiality, proprietary information and invention assignment agreements, and non-competition clauses.

The following table summarizes the potential benefits the named executive officers would receive in the
circumstances described above assuming their employment had been terminated on December 31, 2010:

Acceleration
of Continuation
Vesting of of Employee
Stock

Name Salary Bonus Options(1) Benefits(2) Total(3)
Robert I. Blum $ 1,050,000 $ 262,500 $ 35,750 $ 50,435 $ 1,398,685
Sharon A. Barbari $ 574,500 $ 153,200 $ 19,500 $ 37,379 $ 784,579
David W. Cragg $ 408,750 $ 81,750 $ 11,050 $ 36,982 $ 538,532
David J. Morgans,
Jr., Ph.D. $ 569,250 $ 151,800 $ 19,500 $ 36,738 $ 777,288
Andrew A. Wolff, M.D.,
F.A.C.C. $ 567,375 $ 113,475 $ 16,900 $ 36,909 $ 734,659

(1) The value of the acceleration of vesting of stock options is based on the fair market value of the Common Stock
on December 31, 2010 less the exercise price of the stock option for which the vesting would be accelerated. If
the fair market value of the Common Stock is lower than the exercise price, the acceleration of the option has no
benefit to the executive and the amount reported in the table is zero.

(2) Includes the cost of premiums for medical, dental, vision, life and disability insurance coverage under the
Company s group employee benefit plans.

(3) Based on the payment amounts reflected in the table, none of the named executive officers would be subject to
excise taxes under Sections 280G and 4999 of the Code as of December 31, 2010. Thus Mr. Blum would not
receive excise tax reimbursement or tax gross-up payments, and the termination payments to the other named
executive officers would not be reduced to avoid excise taxes.

Table of Contents 90



Edgar Filing: CYTOKINETICS INC - Form DEF 14A

43

Table of Contents

91



Table of Contents

Table of Contents

Edgar Filing: CYTOKINETICS INC - Form DEF 14A

92



