Picornaviruses and Schering-Plough

In November 2004, we entered into a license agreement with Schering-Plough under which Schering-Plough has assumed
responsibility for all future development and commercialization of pleconaril in the U.S. and Canada. Schering-Plough paid us an
upfront option fee of $3.0 million in November 2003. In August 2004, Schering-Plough exercised its option to enter into a full license
agreement with us following its assessment of the product’s performance in characterization studies. Schering-Plough paid us an
initial license fee of $10.0 million in December 2004 and purchased our inventory of bulk drug substance for an additional $6.0
million in January 2005. We are also eligible to receive up to an additional $65.0 million in milestone payments upon achievement of
certain targeted regulatory and commercial events, as well as royalties on Schering-Plough’s sales of intranasal pleconaril in the
licensed territories. Schering-Plough is now responsible for the development and commercialization of the intranasal formulation of
pleconaril for the treatment of the common cold. Sanofi-Aventis has exclusive rights to market and sell pleconaril in countries other
than the U.S. and Canada.

Picornaviruses and Sanofi-Aventis

In our agreement with Sanofi-Aventis, originally entered into in December 1995 and amended and restated in February 2001, we
received exclusive rights under patents owned by Sanofi-Aventis to develop and market all products relating to pleconaril and related
compounds for use in picornavirus disease indications in the U.S. and Canada, as well as a right of first refusal for any other
indications in the U.S. and Canada. We further amended our agreement with Sanofi-Aventis in November 2003 in connection with our
entry into the option agreement with Schering-Plough in respect of intranasal pleconaril. As a result of Schering-Plough’s August
2004 exercise of its option to continue the development and commercialization of pleconaril, the November 2003 amendment
provided that, amongst other things, the royalty rate payable to Sanofi-Aventis was reduced. Pleconaril is covered by one of the
licensed U.S. patents, which expires in 2012, and one of the licensed Canadian patents, which expires in 2013. We will be dependent
on Sanofi-Aventis to prosecute and maintain certain of these patents, and to file any applications for patent term extension. We also
may be dependent on Sanofi-Aventis to protect such patent rights.

Under our agreement with Sanofi-Aventis, until the expiration or termination of the agreement, we must make royalty payments on
any sales of products in the U.S. and Canada developed under the agreement, which royalty payments will be reduced upon the
expiration of the last patent on pleconaril or any related drug, except for reduced royalty payments on Schering-Plough’s sales of the
drug, if any, which extends indefinitely. We are entitled to royalties from Sanofi-Aventis on sales of products by Sanofi-Aventis
outside the U.S. and Canada. Sanofi-Aventis will make a milestone payment to us upon submission of pleconaril for regulatory
approval in Japan. We are required to pay a portion of these royalties and milestones payable to Schering-Plough under our agreement
with them.

Our patent licenses under the amended and restated agreement with Sanofi-Aventis terminate on the later of expiration of the last
patent licensed to us under the agreement or ten years following our first sale of a product in the U.S. or Canada containing a
compound licensed to us under the agreement, or earlier under certain circumstances. In the event that our rights to use Sanofi-
Aventis’s patents and trademarks terminate, under certain circumstances the agreement may restrict our ability to market pleconaril
and compete with Sanofi-Aventis. In addition, Sanofi-Aventis has the right to terminate the agreement if we are subject to a change of
control that would materially and adversely affect the development, manufacturing and marketing of the products under the
agreement. The term automatically renews for successive five-year terms unless either party gives six months’ prior written notice of
termination. We also have the right to manufacture, or contract with third parties to manufacture, any drug product derived from the
pleconaril drug substance.

Manufacturing and Distribution

We currently utilize a virtual supply manufacturing and distribution chain in which we do not have our own facilities to manufacture
commercial or clinical trial supplies of drugs and we do not have our own distribution facilities. Additionally, we do not intend to
develop such facilities for any product in the near future. Instead, we contract with third parties for the manufacture, warehousing,
order management, billing and collection and distribution of our products and product candidates. This virtual approach allows us the
flexibility to adapt as our pipeline advances.

Vancocin

In December 2005 we entered into a toll manufacturing agreement with NP1 Pharmaceuticals (formerly OSG Norwich
Pharmaceuticals, Inc.) to produce finished Vancocin product. The qualification process required to transfer Vancocin manufacturing
from Lilly to NPI Pharmaceuticals was completed in February 2006. All approvals were finalized in the second quarter of 2006 and,
since June 30, 20086, all of our finished product has been supplied from NP1 Pharmaceuticals. In April 2006, we also entered into an
agreement with Alpharma, Inc. for the manufacturing of API for Vancocin. In October, 2007, we amended this agreement with
Alpharma to extend the agreement until December 2011 and identified an additional production facility that will produce API in the
future. Prior to our agreement with NPI, we purchased Vancocin from Lilly from November 2004 until the second quarter 2006.

7





