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Cdf@HAN biosciences

HANA BIOSCIENCES, INC.

7000 Shoreline Court, Suite 370
South San Francisco, CA 94080

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
September 2, 2010

To Our Stockholders:
You are cordially invited to attend a Special Megtof Stockholders of Hana Biosciences, Inc., af@ale corporation. The

Special Meeting will be held at 10:00 a.m. (PDT)S®ptember 2, 2010, at our headquarters, locafé@0ft Shoreline Court,
Suite 370, South San Francisco, CA 94080, or aaijgurnment or postponement thereof.

There are three matters scheduled for a vote épleeial Meeting. Stockholders are being asked:

1. to authorize the amendment of our certificatgnobrporation to increase the number of authorsteares of common
stock from 200,000,000 to 350,000,000;

2. to authorize the amendment of our certificate obiporation to effect a combination (reverse splitpur common stoc
at a ratio of one-for-four; and

3. to authorize the amendment of our certificatenobrporation to include a provision that the nembf authorized shares
of our common stock may be increased or decreasétetaffirmative vote of the holders of a majowtythe issued and
outstanding common stock and preferred stock, gdatigether as one class, notwithstanding the pamgsof Section
242(b)(2) of the Delaware General Corporation Law.

Our Board of Directors has fixed the close of basgon July 9, 2010, as the record date for therm@iation of
stockholders entitled to notice of and to votehat $pecial Meeting and at any adjournments or pastpent thereof.

You may vote your shares at the Special Meeting ibrylou are present in person or represented byyprAll stockholders
are invited to attend the Special Meeting in per$@hether or not you plan to attend the meetingagé complete, date and
sign the enclosed proxy and return it in the eredasnvelope, as promptly as possible. If you atteadneeting, you may
withdraw the proxy and vote in person. If you hawy questions regarding the completion of the exeeigroxy or would like
directions to the Special Meeting, please call Matie Partners, Inc., which is assisting us withgblicitation of proxies, toll-
free at (800) 322-2885.

By Order of the Board of Directors,
HANA BIOSCIENCES, INC.
/9 Steven R. Deitcher

Steven R. Deitcher, M.D.
President and Chief Executive Officer

South San Francisco, California
July 16, 2010
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PROXY STATEMENT
OF
HANA BIOSCIENCES, INC.

SPECIAL MEETING OF STOCKHOLDERS TO BE HELD
September 2, 2010

The enclosed proxy is solicited on behalf of thaiioof Directors (the “Board”) of Hana Biosciencks;., a Delaware
corporation (the “Company,” “we,” “us,” or “our”for use at the Special Meeting of Stockholdersadéld on September 2,
2010, at 10:00 a.m. PDT (the “Special Meeting”)abany adjournment or postponement thereof, ®iptirposes set forth
herein and in the accompanying Notice of Speciattihg. The Special Meeting will be held at the Camgs headquarters,
located at 7000 Shoreline Court, Suite 370, Soathancisco, CA 94080. We intend to first maisthioxy statement and the
enclosed proxy card on or about July 19, 2010l tst@ckholders entitled to vote at the Special kree

Important Notice Regarding the Availability of Proxy Materials for the Special Meeting:
The proxy statement and the enclosed proxy card aravailable at
http://hana.investorroom.com

QUESTIONS AND ANSWERS ABOUT THIS PROXY MATERIAL AND VOTING

Why am | receiving these materials?

We sent you this proxy statement, as well as tltéosad proxy card, because our Board of Direc®swliciting your proxy
to vote at the Special Meeting. You are invitecttend the Special Meeting to vote on the propasadsribed in this proxy
statement. The Special Meeting will be held on Smyer 2, 2010 at 10:00 a.m. (PDT) at the Compamsgglquarters, located
at 7000 Shoreline Court, Suite 370, South San BemcCA 94080. However, you do not need to attbedneeting to vote
your shares. Instead, you may simply complete, aighreturn the enclosed proxy card.

We intend to mail this proxy statement and accomip@nproxy card on or about July 19, 2010, to aiktkholders entitled
to vote at the Special Meeting.
What am | voting on?

There are three matters scheduled for a vote &pleeial Meeting. Stockholders are being asked:

1. to authorize the amendment of our certificatanobrporation to increase the number of authorsteates of common
stock from 200,000,000 to 350,000,000;

2. to authorize the amendment of our certificate obhporation to effect a combination (reverse splithur common stoc
at a ratio of one-for-four; and

3. to authorize the amendment of our certificataobrporation to include a provision that the nembf authorized shares
of our common stock may be increased or decreagékehaffirmative vote of the holders of a majoutiythe issued and
outstanding common stock and preferred stock, gdatigether as one class, notwithstanding the pangsof Section
242(b)(2) of the Delaware General Corporation Law.

We refer to these proposed amendments collectthebughout this Proxy Statement as the Charter Almemt Proposals.




Why am | being asked to approve the Charter Amendmet Proposals?

We are asking our stockholders to approve eacheottiree Charter Amendment Proposals in orderjtesathe terms of our
recently-issued Series A-1 Convertible Preferratigtwhich we sometimes refer to herein as theeSeki1l Preferred. On June
7, 2010, we entered into an Investment Agreemeittt Wiarburg Pincus Private Equity X, L.P. and WagoRimcus X Partners,
L.P., which we collectively refer to as the Warbiigcus Purchasers, and Deerfield Private Desigd HuP., Deerfield
Private Design International, L.P., Deerfield SpéSituation Fund, L.P., and Deerfield Special &itons Fund International
Limited, which we collectively refer to as the Dield Purchasers. In this Proxy Statement, we etdlectively refer to the
Warburg Pincus Purchasers and the Deerfield Puechas the Purchasers. Pursuant to the terms bivitestment Agreement,
we issued and sold to the Warburg Pincus Purchaseaggregate of 360,000 shares and to the DekFigichasers an
aggregate of 40,000 shares of Series A-1 Prefeatead per share price of $100, resulting in totakg proceeds to us of $40
million. The Investment Agreement also provided tha Purchasers have the right, but not the dlitigato make additional
purchases of shares of our preferred stock undt&ieeircumstances.

Our certificate of incorporation currently auth@szthe issuance of 200 million shares of commocks®©n June 7, 2010,
immediately prior to the sale of the Series A-1f@med, there were approximately 84.8 million skas&our common stock
issued and outstanding, 8.8 million shares of oanrmon stock reserved for issuance pursuant toamdstg warrants and an
additional 13.1 million shares of our common stoegerved for issuance pursuant to our option padsequity incentive
programs. Consequently, prior to the sale of théeS&\-1 Preferred, we had only approximately 98iBion shares of our
common stock available for issuance. Because wadtithave sufficient shares of common stock avhl&dr issuance upon
conversion of the entire 400,000 shares of SeriésPheferred, we negotiated with the Purchasefsréifit terms of the Series
A-1 Preferred that would apply during the periodiluyur certificate of incorporation could be ameddo provide additional
shares of common stock to fully satisfy the conieersights of the Series A-1 Preferred. We refethis Proxy Statement to
such current terms of the Series A-1 Preferredhadritial Series A-1 Terms. However, if our stoolders approve each
Charter Amendment Proposal at the Special Meetingd later than December 7, 2010), then the tertise Series A-1
Preferred will, subject to certain conditions, cerivto terms that are substantially more favorables. We refer to these more
favorable terms of the Series A-1 Preferred asbnvsed Series A-1 Terms.

What are the consequences if any one of the threéh@rter Amendment Proposals is not adopted?

If the stockholders do not approve all three of@arter Amendment Proposals, we will be unablereceed with the
proposed amendment of our certificate of incorponatAs discussed in greater detail below, if dockholders do not approve
all three Charter Amendment Proposals at the Spaating or otherwise on or before December 7, 2@en the shares of
Series A-1 Preferred that we issued and sold t@thiehasers on June 7, 2010, will remain subjetttddnitial Series A-1
Terms, which are considerably less favorable tthas the Revised Series A-1 Terms. Also, if any afithe three Charter
Amendment Proposals is not approved by our stodedmslat the Special Meeting or otherwise on orreefilecember 7, 2010,
then any additional shares of Series A-1 Prefdiratiwe issue in the future under the Investment@gent will remain
subject to the less favorable Initial Series A-1riig




The following table summarizes the material differes in Initial Series A-1 Terms (without approwfhll three of the
Charter Amendment Proposals) and the Revised S&rieSerms (with approval of all three of the ClerAmendment
Proposals):

Initial Series A-1 Terms Revised Series A-1 Terms
(Without approval of (With approval of
Charter Amendment Proposals) Charter Amendment Proposals)
Initial stated value: $100 per share. $100 per share.
Accretion rate: The stated value accretes (increases) at anThe stated value accretes (increases)

initial rate of 12% per annum, increasing  at an initial rate of 9% per annum for
annually by 0.5% for 7 years, compounded a period of 5 years, compounded

quarterly. quarterly.

Dividends: 15.5% per annum of accreted stated value 9% per annum of accreted stated
following 7-year accretion period, payable value following 5-year accretion
quarterly. period, payable quarterly.

Conversion rate: Each share of Series A-1 Preferred is Each share of Series A-1 Preferred is
convertible into a number of shares of convertible into a number of share:
common stock determined by dividing the common stock determined by
accreted stated value per share by a dividing the accreted stated value per

conversion price of $0.1288. Conversion of share by a conversion price of $0.1
the Series A-1 Preferred is limited to the

number of shares of common stock available

for issuance, which shall not be less than 90

million.

Redemption right: Holders will have the right to require the ~ None, other than as describec
Company to redeem the Series A-1 Preferrembnnection with a “change of
at a redemption price equal to the greater otontrol,” below.

(i) 250% of the then-accreted value per share,
plus any unpaid dividends accrued thereon or
(i) the product obtained by multiplying the
then-current market value of the underlying
common stock by the number of shares of
common stock then issuable upon conversion
of each share of Series APreferred (withot
any limitation based on the number of
authorized shares of common stock).

Liquidation In the event of a liquidation or winding up ofin the event of a liquidation or
Preference: the Company, the holders of the Series A-1winding up of the Company, the
Preferred are entitled to a cash amount per holders of the Series A-1 Preferred
share equal to the greater of (i) 250% of theare entitled to a cash amount per
accreted stated value, plus accrued dividenghare equal to the greater of (i) 100%
and (ii) the amount which the holder would of the accreted stated value, plus
have received if such SerieslAPreferred he accrued dividends, and (i) the
been converted into common stock at the amount which the holder would have
conversion price of $0.1288 per share received if such Series A-1 Preferred
(without any limitation based on the numberhad been converted into common
of authorized shares of common stock).  stock at the conversion price of
$0.184 per share.




Initial Series A-1 Terms Revised Series A-1 Terms

(Without approval of (With approval of
Charter Amendment Proposals) Charter Amendment Proposals)
Change of control: Upon a change of control of the Company, Upon a change of control of the

holders of Series A-1 Preferred can elect toCompany, the holders of Series A-1
either (i) convert such shares into common Preferred can elect to either (i)
stock and receive the amount to which the convert such shares into common
holder is entitled to receive upon such stock and receive the amount to
consideration, or (ii) require the Company tavhich the holder is entitled to receive
redeem the Series APreferred at a per sh:¢ upon such consideration, or (ii)
amount equal to the “liquidation preferencerequire the Company to redeem the
for the Initial Series A-1 Terms, described Series A-1 Preferred at a per share
above. However, for purposes of determiningmount equal to the “liquidation
such amount, if the change of control occu preference” for the Revised Series A-
prior to the 7th anniversary of the issuance &fTerms, described above. However,
the Series A-1 Preferred, the stated value ofor purposes of determining such
such shares shall be deemed to have accretadount, if the change of control
for the full 7-year accretion period. occurred prior to the 5th anniversary
of the issuance of the Series A-1
Preferred, the stated value of such
shares shall be deemed to have
accreted for the full 5-year accretion
period.

Will the terms of the Series A-1 Preferred adjust® the more favorable Revised Series A-1 Terms if eror two — but not
all three — of the Charter Amendment Proposals aredopted at the Special Meeting?

No. The terms of the Series A-1 Preferred reqtie¢ ¢éach of Proposal Nos. 1, 2 and 3 must be apgroy our
stockholders at the Special Meeting or otherwisermmefore December 7, 2010 in order to adjushéonbore favorable Revised
Series A-1 Terms. If fewer than all three of thea@ér Amendment Proposals are approved by our lstdd&rs, then the shares
of Series A-1 Preferred that we issued on Jun®¥02and any future shares of Series A-1 Preféhadmay be issued under
the Investment Agreement, will be subject to thes fiavorable Initial Series A-1 Terms.

Who can vote at the Special Meeting?

Only stockholders of record at the close of busir@sJuly 9, 2010, will be entitled to vote at 8gecial Meeting. On this
record date, there were 84,937,237 shares of oummm stock and 400,000 shares of our Series A-V&thle Preferred
Stock outstanding and entitled to vote.

Stockholder of Record: Shares Registered in Your Name

If on July 9, 2010, your shares were registereéatly in your name with our transfer agent, Corpo@tock Transfer, then
you are a stockholder of record. As a stockholdeecord, you may vote in person at the meetingode by proxy. Whether or
not you plan to attend the meeting, we urge ydilltout and return the enclosed proxy card to easwour vote is counted.

Beneficial Owner: Shares Registered in the Name of a Broker or Bank

If on July 9, 2010, your shares were held, notdaryname, but rather in an account at a brokeriage tbank, dealer, or
other similar organization, then you are the benefowner of shares held in “street name” anddél@exy materials are being
forwarded to you by that organization. The orgatizaholding your account is considered to be theldolder of record for
purposes of voting at the Special Meeting. As afieial owner, you have the right to direct youoker or other agent on how
to vote the shares in your account. You are algiteid to attend the Special Meeting. However, siyme are not the
stockholder of record, you may not vote your sharggerson at the meeting unless you request atadnod valid proxy from
your broker or other agent.




How do | vote?

You may vote “For” or “Against” or “Abstain” fromating on each of the three Charter Amendment Padpo$he
procedures for voting are as follows:

Stockholder of Record: Shares Registered in Your Name

If you are a stockholder of record, you may votpénson at the Special Meeting, or vote by proxyaithe enclosed proxy
card. Whether or not you plan to attend the meetirggurge you to vote by proxy to ensure your wigounted. You may still
attend the meeting and vote in person if you hdneady voted by proxy.

« To vote in person, come to the Special Meetingene a ballot will be made available to you.

e To vote using the proxy card, simply completgnsaind date the enclosed proxy card and retumoihptly in the
envelope provided. If you return your signed progyd to us before the Special Meeting, we will wier shares as
you direct.

Beneficial Owner: Shares Registered in the Name of Broker or Bank

If you are a beneficial owner of shares registénetie name of your broker, bank, or other ageot, should have received
a proxy card and voting instructions with thesexgrmaterials from that organization rather thamfras. Simply complete and
mail the proxy card to ensure that your vote isnted. Alternatively, you may vote by telephone eermthe Internet as
instructed by your broker or bank, if your brokebank makes telephone or Internet voting availabtevote in person at the
Special Meeting, you must obtain a valid proxy frgour broker, bank, or other agent. Follow therimgtions from your broker
or bank included with these proxy materials, ortaohyour broker or bank to request a proxy form.

How many votes do | have?

You have one vote for each share of common stodlapproximately 784.6 votes for each share of Se&i& Convertible
Preferred Stock you own as of the close of businasiuly 9, 2010.

How many votes are needed to approve the Charter Aemdment Proposals?

To be approved, each of the three Charter AmendPwanmosals must receive affirmative votes (i) friiia holders of a
majority of our outstanding shares of capital steokng together as a single class and (ii) fromHblders of a majority of our
outstanding shares of common stock voting as aratpelass. If you do not vote or “Abstain” fromtig, it will have the same
effect as an “Against” vote. “Broker non-votes,” iaim occur when brokers are prohibited from exengjgdiscretionary voting
authority for beneficial owners who have not pr@dd/oting instructions, will also have the sameefhs “Against” votes.

The Deerfield Purchasers and the Warburg Pincush@sers entered into a Voting Agreement (the “\{pthgreement”) on
June 7, 2010, whereby the Deerfield Purchaser&ddoevote “FOR” each of the three Charter Amendneaposals, provided
such vote occurs no later than December 7, 2016 Vitting Agreement applies to all shares of comstock beneficially
owned by the Deerfield Purchasers, excluding shafreemmon stock beneficially owned by the DeediBlurchasers by virtue
of their ownership of Series A-1 Preferred. ExchyfdSeries A-1 Preferred, the Deerfield Purchaseneficially own an
aggregate of 17,509,011 shares of common stochku@rg 1,455,944 shares of common stock issualde tipe exercise of
outstanding warrants), which represents approxiypn2@ 6% of the number of shares of our commonistadstanding as of
the record date.

What if | return a proxy card but do not make specfic choices?

If you return a signed and dated proxy card withoatking any voting selections, your shares wilvbted “For” the
Charter Amendment Proposals at the Special Medfiagy other matter is properly presented at tleeting, your proxy (one
of the individuals named on your proxy card) witlt& your shares using his best judgment.




Who is paying for this proxy solicitation?

We will pay for the entire cost of soliciting pres. In addition to these mailed proxy materials,ditectors and employees
may also solicit proxies in person, by telephomehyoother means of communication. Directors anglegees will not be paid
any additional compensation for soliciting proxiége may also reimburse brokerage firms, banks #mer @agents for the cost
of forwarding proxy materials to beneficial owners.

We have also made arrangements with MacKenzie &artinc. to assist with the solicitation of prexfer the Special
Meeting and in communicating with stockholders rdgey the Charter Amendment Proposals. We havesdgrepay
MacKenzie Partners, Inc. a fee of approximately,#28, plus reasonable out-of-pocket expensesdaeitvices.

What does it mean if | receive more than one proxgard?

If you receive more than one proxy card, your share registered in more than one name or areeegsin different
accounts. Please complete, sign and return eagly pavd to ensure that all of your shares are voted

Can | change my vote after submitting my proxy?

Yes. You can revoke your proxy at any time befbeeftnal vote at the meeting. If you are the redwsttier of your shares,
you may revoke your proxy in any one of three ways:

* You may submit another properly completed proagdowvith a later date.

« You may send a written notice that you are rengkiour proxy to our Secretary at 7000 Shorelinar€&uite 370,
South San Francisco, CA 94080.

« You may attend the meeting and vote in persanp8i attending the Special Meeting will not, byeifs revoke your
proxy.

If your shares are held by your broker or bank asrainee or agent, you should follow the instrutsigprovided by your
broker or bank.

How are votes counted?

Votes will be counted by the inspector of electampointed for the meeting, who will separately dd&or’ and “Against”
votes, “Abstentions” and broker non-votes. Abstamgiand broker non-votes will have the same effisCAgainst” votes.

If your shares are held by your broker as your memi(that is, in “street name”), you will need tiian a proxy form from
the institution that holds your shares and follbw instructions included on that form regarding Hownstruct your broker to
vote your shares. If you do not give instructiomyour broker, your broker can vote your sharef waspect to “discretionary”
items, but not with respect to “non-discretionaitgims. Discretionary items are proposals considevatine under the rules of
the New York Stock Exchange on which your brokeymate shares held in street name in the absengeunfvoting
instructions. On non-discretionary items for whyachu do not give your broker instructions, the shawvdl be treated as broker
non-votes.

What is the quorum requirement?

A quorum of stockholders is necessary to hold awaketing. A quorum will be present if the holdefat least a majority
of the voting power of the outstanding shares pftahstock are present at the meeting in persdsy@roxy. On the record
date, there were 84,937,237 shares of common aiwtk 00,000 shares of Series A-1 Convertible PredeBtock outstanding
and entitled to vote. Your shares will be countaards the quorum only if you submit a valid prgry one is submitted on
your behalf by your broker, bank or other nominaeif you vote in person at the meeting. Abstergiand broker non-votes
will be counted towards the quorum requirementhéfre is no quorum, either the chairman of the mgetr a majority of the
votes present may adjourn the meeting to another da




How can | find out the results of the voting at theSpecial Meeting?

Preliminary voting results will be announced at 8pecial Meeting. Final voting results will be dased in a Current
Report on Form 8-K within four business days of &pecial Meeting.
Who can help answer my other questions?

If you have any questions about the Special Meadiripe Charter Amendment Proposals, or need assistvoting your
shares, please call MacKenzie Partners, Inc., wikielssisting us with the solicitation of proxied|-free at (800) 322-2885.




BACKGROUND OF THE FINANCING TRANSACTION AND REASONS FOR
THE CHARTER AMENDMENT PROPOSALS

Overview

In connection with the preferred stock financirgnsaction discussed below, the Board has unanisapgroved the
amendment of our certificate of incorporation ipir{crease the number of authorized shares of comstock from
200,000,000 to 350,000,000; (ii) effect a combiatireverse split) of our common stock at a ratioree-for-four; and (jii)
include a provision that the number of authorizeares of our common stock may be increased or dgedeby the affirmative
vote of the holders of a majority of the issued antstanding common stock and preferred stockngdtigether as one class,
notwithstanding the provisions of Section 242(bx{P)he Delaware General Corporation Law. The Bdas determined that
these amendments, sometimes referred to collegtinehis proxy statement as the Charter AmendrReoposals, are
advisable and in the best interests of the Companlits stockholders.

We are seeking approval of the Charter Amendmeryid¥als in order to adjust the terms of our regaeued shares of
Series A-1 Convertible Preferred Stock, which wiel $o the Purchasers on June 7, 2010. If eacheofitee Charter
Amendment Proposals is approved at the SpecialiMeehe terms of the Series A-1 Preferred thaseld to the Purchasers
will adjust in several ways that significantly bébhthe Company and its common stockholders, aserdty described below.

If fewer than all three of the Charter Amendmerdg@isals are approved at the Special Meeting, thetetms of such shares of
Series A-1 Preferred will continue to be subjedetons much less favorable to us.

Background of the Financing Transaction

On June 7, 2010, we entered into an Investmentekgeat with the Warburg Pincus Purchasers and tleefiplel
Purchasers. Pursuant to the terms of the InvestAgneement, on June 7, 2010, we issued and sol@@d0&hares of our
newly-designated Series A-1 Preferred at a pricesipare of $100, resulting in aggregate gross pag#o us of $40 million. In
this proxy statement, we refer to the transact@rgemplated by the Investment Agreement, includlegsale and issuance of
the 400,000 shares of Series A-1 Preferred on duR@10, as the Financing Transaction. The follgwia summary of various
circumstances, events, meetings and discussiohkethto the Financing Transaction.

We do not generate recurring revenue from prodalessand instead we have funded nearly all of perating activities
since inception from financing transactions. Ptio©ctober 2007, we had generally financed our atpey activities through
equity financing transactions in which we sold sisasf our common stock and other securities coilerinto or exchangeable
for common stock to investors. In October 2007 entered into a loan facility agreement with the ffiell Purchasers
pursuant to which we could borrow up to an aggega$30 million. In accordance with the termstod toan facility
agreement, we borrowed from the Deerfield Purclsaaeraggregate of $27.5 million, all of which isremtly outstanding and
accrues interest at an annual rate of 9.85%, paygpidrterly. Our obligations for such borrowed feiage secured by a senior
security interest in all of our assets.

In October 2009, we completed a financing transadti which we sold shares of common stock andawdst resulting in
net cash proceeds to us of approximately $11.7amilWe estimated that the proceeds from the fimaneere only sufficient
to fund our planned operating activities to the ahédof 2010. Accordingly, in early 2010, our managat began contacting
potential investors or strategic partners, inclgdimany with whom we had previous contacts, as agepparties new to us. From
the beginning of the year through the completiothefFinancing Transaction on June 7, 2010, ouragment and financial
advisors had contacted more than 100 parties coimgea potential financing or strategic transactiooluding the Warburg
Pincus Purchasers.




In early April 2010, the Warburg Pincus Purchaggesented us with an initial term sheet relatinthesFinancing
Transaction, which contemplated the sale of coitMerpreferred stock for an aggregate purchase mfiap to $100 million.
Due to the limited number of shares of common stbek we had available for issuance upon conversi@ny preferred stock,
the term sheet contemplated a small initial investinwith additional investments to be made if stoickholders approved
amendments to our certificate of incorporation thateased the number of shares of common stodlablafor issuance upon
conversion of the preferred stock. Following coandid negotiations, in late April 2010, the WarbungcBs Purchasers delivered
to us a revised term sheet, which contemplatediéialinvestment of $15 million. To the extent @iockholders did not
approve amendments to our certificate of incorpomnaid increase the number of authorized shareswimon stock, the
revised term sheet provided for the issuance dfferent series of preferred stock to allow for #Marburg Pincus Purchasers to
invest additional capital beyond the initial $18lion. However, in that circumstance, the rightsl gmeferences of the
alternative class of preferred stock would havenkmgnificantly more beneficial to the holders widgard to, among other
terms, conversion, liquidation preference amountr@demption rights. In late April, the DeerfieldrBhasers also informed us
that they were interested in participating in thegmsed Financing Transaction as a minority inwesto

On April 30, 2010, our Board of Directors held gukarly scheduled meeting, at which the Board, rgangent and our
counsel discussed the terms of the proposed Fimgigcansaction, the efforts undertaken by managetoesecure an
alternative financing or another strategic trarisaciand other potential alternatives. The Boagliested that management
provide additional information to the Board condegnpotential alternative transactions to the pemabtransaction with the
Warburg Pincus Purchasers.

Following the April 30, 2010 meeting, the Boardaddished a special committee of the Board to oweeesbroad process to
evaluate our financing needs, develop financingate transaction alternatives that may be availables beyond the proposed
Financing Transaction, and evaluate these alteemain light of our operating and liquidity requitents. The members of the
Special Committee, as appointed by the Board, statsiof Leon E. Rosenberg, Paul V. Maier, Michaeis&r and Linda E.
Wiesinger, each of whom were independent and eissted directors. Pursuant to its authority, theci&l Committee
subsequently engaged independent counsel andgafisideration of multiple investment banking fifrttee Special Committee
engaged Roth Capital Partners, LLC (“Roth”) to semg the Board’s and Special Committee’s finaragi@isor in connection
with the transaction process. In the weeks follgythe Board and Special Committee each held skeedephonic meetings to
discuss and consider various aspects relatingetpbposed Financing Transaction, as well as attaters relating to the
transaction process and alternatives to the Fingritiansaction. Due to the participation of the iflelel Purchasers, Howard
P. Furst, a director of the Company and a parthBreerfield Management, an affiliate of the DeddiBurchasers, did not
participate in any meeting of the Board or SpeCiatnmittee where the terms of the proposed Finartiagsaction were
considered.

In late May 2010, counsel for the Warburg PincuscRasers provided initial drafts of the Investmagteement and other
transaction documents relating to the proposedn€ing Transaction. Following a review by and aftensulting with the
Board (excluding Dr. Furst), our management andiselproceeded to discuss with the Warburg PincushRsers a number
of issues relating to the terms of the proposedréing Transaction, including increasing the sizéhe initial investment
contemplated by the Investment Agreement to $40amilDuring the week of May 31, 2010, the partesl their respective
counsel continued to negotiate and exchange redisdts of the Investment Agreement and other t&ratien documents.

On our behalf, Roth contacted numerous partiesarointg their potential interest in participatingeither a financing or
strategic transaction with us. During the period®Engagement, Roth provided regular updatelse@®@bard and Special
Committee on the transaction process, includingptivéies that it had contacted and their status veispect to consideration of
an alternative transaction. Although several partienducted preliminary due diligence, none suleahiterm sheets to us or
otherwise expressed a desire to promptly procetddaMiransaction. By the end of May 2010, Roth esged its view to the
Board and Special Committee that it believed it walikely that another party would be willing orlalo timely complete a
transaction prior to the date we would exhaustrenraining cash, which was projected to be by thieafithe week of June 21,
2010.




By June 4, 2010, the transaction documents had fgestantially negotiated between us and the Psetbaand drafts of
the further revised documents were distributediéoBoard. The Board met by telephone late in tter@mdon on June 4, which
was attended by representatives of Roth and cotmsttle Company and the Special Committee. Duttiigymeeting, the
Board further reviewed the status of its effortadientify other possible transactions alternatianed Roth reported to the Board
concerning the process it had been undertakindetatify parties that may be interested in a finag@r other transaction with
us. Roth also reviewed with the Board its finaneiadlysis of the final terms of the Financing Teast®n and delivered its
opinion that, based on our financial condition, ldoek of other viable transaction alternatives atitker factors, the proposed
Financing Transaction was fair, from a financialnp@f view, to the Company. At this meeting, theaBd unanimously voted
to approve the Financing Transactions, includirgglttvestment Agreement and other transaction dootsm®n June 7, 2010,
the parties executed the Investment Agreement #red transaction documents and closed the initia$tment of $40 million.

Reasons for the Financing Transaction

At its June 4, 2010 meeting, the Board determihatithe Financing Transaction was advisable, fa@md in the best
interests of the Company and its common stockhslderevaluating the Financing Transaction, therB@ad the Special
Committee consulted with our management and legyabars, and the Board and Special Committee algaged and
consulted with its own legal and financial advisdnsreaching its decision to approve the Finandirgnsaction, the Board
considered a variety of factors, including thedaling:

« Our rapidly diminishing cash resources and lac&thér viable alternatives for us to secure additia@apital to fund ot
ongoing operations;

* The lack of a viable strategic transaction atéiue, including a sale of the Company;

e The fact that the amount of capital to be inv@steconnection with the Financing Transaction wragected to be
sufficient to fund the additional activities recgdrfor us to prepare and submit an NDA to the FBlatng to Margibo;

» The dilution to be experienced by our existimac&holders compared to the possible outcome tsttiikholders if we
were unable to identify any alternative transaction

* The fact that our management had contacted rhare 100 potential investors, strategic partnersather parties over
the last year; and

« The fact that Roth, a qualified and independerarfaial advisor, assisted the Board and Special Gtig@nin its proces
of exploring alternative transactions, but suchcpes was unable to identify an alternative transact

The Board also considered various risks involveith wroceeding with the Financing Transaction, idalg the fact that our
common stockholders would experience significahtidin and that the Warburg Pincus Purchasers weldble to exert
control over us.

The foregoing discussion addresses the princigabfa considered by the Board in its consideratioapprove the
Financing Transaction. The determination to apptbee~inancing Transaction was made after condideraf all factors as a

whole and the foregoing discussion does not nedBssantain all of the factors considered by theaBd as a whole or by
individual directors.

Opinion of Roth Capital Partners, LLC

The Board and Special Committee retained Roth tastheir financial advisor in connection with thloration of
alternative transactions and, if requested, toeetmthe Board an opinion as to the fairness, fadimancial point of view, of
the Financing Transaction. On June 4, 2010, Rattered its opinion to the Board that, as of thag ddie consideration to be
received by the Company pursuant to the termseofrthestment Agreement was fair, from a financ@hpof view, to the
Company. You are urged to, and should, carefuliyria its entirety the discussion of the finanaiahlysis performed by Roth
in connection with rendering its opinion, whictsit forth in Appendix B to this proxy statement amzbrporated herein by

reference. Roth’s opinion was based upon and sutgjecnumber of factors and assumptions, whictabs® described in
Appendix B.
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The full text of Roth’s written opinion, dated Juhe2010, which sets forth, among other things ad&imptions made,
procedures followed, matters considered and limitatof the scope of review undertaken by Rotteirdering its opinion, is
attached as Appendix C and is incorporated inrtseaty herein by reference. You are urged to, stmalild, carefully read the
Roth opinion in its entirety. The Roth opinion aglsked only the fairness, from a financial pointiefv, of the consideration to
be received by the Company pursuant to the terntseof\greement, as of the date of the opinion. Rathinion was prepared
solely for the information of the Board for its useconnection with its consideration of the FinagcTransaction and was not
intended to be, and does not constitute, a recordatiem to any stockholder of the Company as to boeh stockholder should
vote on any matter relating to the Financing Tratiea or any other matter. Roth was not requesiagpine as to, and Roth’s
opinion does not address, the relative merits ®Rimancing Transaction or any alternatives toRinancing Transaction, the
Company’s underlying decision to proceed with de&fthe Financing Transaction, or any other aspkttte Financing
Transaction.

Summary of the Terms of the Financing Transaction

The terms of the Investment Agreement and our Séyigé Preferred and Series A-2 Convertible Prete8tock, which we
sometimes refer to herein as the Series A-2 PeglfeBtock, are very complex and are only summatizbolv. Although this
proxy statement contains a summary of the matenais, stockholders can find further informatiowatthe Investment
Agreement and the Preferred Stock Financing incauent report on Form 8-K that we filed with thec8rities and Exchange
Commission, or the SEC, on June 11, 2010, incluthiegdocuments that were filed as exhibits to teport. For further
information about accessing this current reporform 8-K and the other information that we filediwihe SEC, please refer to
the discussion in this proxy statement under tipti@a entitled “Where You Can Find More Informatjobelow.

I nvestment Agreement

As mentioned above, pursuant to the terms of thiediment Agreement, on June 7, 2010, we issueda@ddo the
Purchasers an aggregate of 400,000 shares of wly-designated Series A-1 Convertible PreferreccStit a per share
purchase price of $100 for an aggregate purchase @i $40,000,000. Collectively, the Warburg Pis&urchasers purchased
360,000 shares of Series A-1 Preferred at an agtgrgurchase price of $36,000,000, and the Degffiatchasers purchased
40,000 shares at an aggregate purchase price@F®000. The Investment Agreement provides thaPtirehasers have the
right, but not the obligation, to make additionafghases of shares of our preferred stock in tkeateve obtain, on or prior to
December 7, 2010, the approval of our stockholttetee Charter Amendment Proposals, as follows:

e Atany time prior to receipt by the Warburg PiadRurchasers of notice that the Company has &icgtived marketing
approval from the FDA for any of certain specifgduct candidates, which we refer to as the Margehpproval
Date, the Warburg Pincus Purchasers may electrtthase up to an additional 200,000 shares of SAriefreferred at
a purchase price of $100 per share for an aggregathase price of $20,000,000 (in tranches cdattl$10,000,000);
and

< Atany time beginning 15 days and within 120 dipfowing the Marketing Approval Date, the Warbwcus
Purchasers may elect to purchase up to an aggregé®®,000 shares of our newly-designated Seri@sPheferred
Stock at a per share purchase price of $100 amgigregate purchase price of $40,000,000 (in tranchat least
$10,000,000), which we refer to herein as a Séi@dnvestment.

If our stockholders do not approve each of thegl@barter Amendment Proposals either at the Spilaéating or at
another meeting of stockholders held by Decemb20X0, then the Investment Agreement providesttt@aPurchasers have
the right, but not the obligation, to purchaseapan additional 200,000 shares of Series A-1 Piedeait any time prior to the
Marketing Approval Date, and up to an additionad 400 shares of Series A-1 Preferred at any tinginberg 15 days and
within 120 days following the Marketing Approval fain each case at a per share price of $100 @asirch investment is
referred to in this proxy statement as a Subsedsiernes A-1 Investment).
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Terms of Series A-1 Preferred

The terms, conditions, privileges, rights and mesfiees of the Series A-1 Preferred are describaddartificate of
Designation filed with the Secretary of State ofdeare on June 7, 2010, a copy of which we filethwaur Current Report on
Form 8-K on June 11, 2010, which we refer to heasithe Series A-1 certificate. The Series A-1d?retl will, with respect to
both dividend rights and rights upon a liquidat@rchange of control, rank senior to all juniorcdtoincluding our common
stock, and on parity with all parity stock, inclndithe Series A-2 Preferred Stock.

Until such time as our stockholders approve eadh@three Charter Amendment Proposals, the SérleRreferred is
subject to all of the terms, rights and preferertzescribed in Annex | of the Series A-1 Certificatdich we refer to as the
Initial Series A-1 Terms. The Initial Series A-1riires currently apply to the initial 400,000 sharéSeries A-1 Preferred sold
to the Purchasers on June 7, 2010. If our stockneldo not approve all three of the Charter AmendrReoposals at the
Special Meeting or at another meeting of stockhsldkeld no later than December 7, 2010, then tii@llGeries A-1 Terms
shall continue to apply to all outstanding sharfeSevies A-1 Preferred and any shares of SeriePAeferred that we thereafter
issue in connection with any future investmentsh®g/Purchasers under the Investment Agreement. ¥Hawié at the Special
Meeting or otherwise on or before December 7, 20610 stockholders approve all of the matters cavésethe Charter
Amendment Proposals, then all shares of SeriePpeferred then outstanding shall thereafter beestihp the terms described
on Annex Il of the Series A-1 Certificate, which veder to as the Revised Series A-1 Terms, andshayes of Series A-1
Preferred issued in connection with any future gtweent of Series A-1 Preferred will be subjecti® Revised Series A-1
Terms.

Initial Series A-1 Terms. Prior to the time our stockholders approve aké¢hof the Charter Amendment Proposals (if such
approval s occur on or prior to December 7, 20t® Series A-1 Preferred (including the initial 408D shares sold to the
Purchasers on June 7, 2010) will be governed bynitial Series A-1 Terms. Under the Initial Sered Terms, the Series A-1
Preferred is convertible into shares of our commstogk at a conversion price of $0.1288 per shargj€st to adjustment in
certain circumstances), which conversion is limiie@ holder’s pro rata portion of the total numbgshares of common stock
available for issuance, which we have agreed wilbe less than 90,000,000 shares. The stated shkach share of Series A-
1 Preferred, which is initially $100 per share,rates at an initial rate of 12% per annum whick mtreases annually by 0.5%,
for a seven-year term, compounded quarterly. Fafigw@uch seven year term, the holders are theresitiéled to cash
dividends at a rate of 15.5% of the accreted staafite per annum, payable quarterly. Upon the @eoge and during the
continuance of any “special triggering event”, #ueretion rate and the dividend rate on the Sédg¢<referred would increase
by 3% per annum, compounded quarterly. Upon anydagion of the Company, holders of the Series Prdferred would be
entitled to receive a liquidation preference parshequal to the greater of (i) 250% of the thesreted value of the Series A-1
Preferred and (ii) the amount which the holder widudve received if the Series A-1 Preferred had loeeverted immediately
prior to the liquidation (without any limitation bed on the number of authorized shares of comnuak)sat a conversion price
equal to $0.1288, subject to adjustment. Similgints would apply upon any “change of control” of thompany (although the
liquidation preference would be calculated assurttiegiquidation occurred on the seventh annivgreéthe date of issuance).
In addition, if each of the three Charter Amendnfmposals is not approved by December 7, 2016, ttieeholders of the
Series A-1 Preferred would thereafter have thet tighequire the Company to redeem the Series AefeRred at a redemption
price equal to the greater of (i) 250% of the tlhenreted value of the Series A-1 Preferred plusuapaid dividends accrued
thereon or (ii) the product obtained by multiplyitige then-current market value of a share of theetiging Common Stock by
the number of shares of Common Stock then issugdgla conversion of each share of Series A-1 Pedgmwithout any
limitation based on the number of authorized shafe®mmon stock).
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Revised Series A-1 Terms.  The Revised Series A-1 Terms, which will govdra Series A-1 Preferred from and after the
time our stockholders approve all three of the @rakmendment Proposals (if such approvals occurgrior to December 7,
2010), provide that the Series A-1 Preferred wdndldtonvertible into shares of Common Stock at aexmion price of $0.184
per share (subject to adjustment in certain circant®s) (the “Revised Series A-1 Conversion PricHig stated value of each
share of Series A-1 Preferred would accrete ateaafad®% per annum, compounded quarterly, for e-figar term; thereafter
cash dividends would become payable at a rate obfte accreted stated value per annum, payalalgarly. Upon the
occurrence and during the continuance of certaiteriz breaches by the Company of its obligationdar the Investment
Agreement, the Series A-1 Certificate or relatadisaction agreements (referred to in the Serie<Carlificate as “special
triggering events”), the accretion rate and theddind rate on the Series A-1 Preferred would irsgda 12% per annum,
compounded quarterly. Upon any liquidation of trmPany, holders of the Series A-1 Preferred woel@fitled to receive a
liquidation preference per share equal to the gregt(i) 100% of the then-accreted value of theeSeA-1 Preferred and (ii)
the amount which the holder would have receivelldfSeries A-1 Preferred had been converted intor@an Stock at the
Revised Series A-1 Conversion Price immediatelgrao the liquidation. Similar rights would applpan any change of
control in the Company (although the liquidatioeference would be calculated assuming the liquadatccurred on the fifth
anniversary of the date of issuance). Unlike unkennitial Series A-1 Terms, the Series A-1 Prefémnwvould not be
redeemable under the Revised Series A-1 Terms.

Terms of Series A-2 Preferred Stock

The terms, conditions, privileges, rights and prerfiees of the Series A-2 Preferred Stock are de=ttin a Certificate of
Designation filed with the Secretary of State ofddeare on June 7, 2010, a copy of which was fiedmexhibit to our Current
Report on Form 8-K filed on June 11, 2010. The teofithe Series A-2 Preferred Stock, which is asdyiable to the extent our
stockholders approve the Charter Amendment Propasdhe Special Meeting or otherwise on or befi@eember 7, 2010, are
identical to the Revised Series A-1 Terms, exdegt the Series A-2 Preferred Stock would be coiblerinto Common Stock
at a conversion price equal to $0.276 per share.

Other Terms of Financing Transaction

The Investment Agreement also provides that thelRasers will agree, subject to certain exceptinasto transfer the
Series A-1 Preferred and Series A-2 Preferred Stobich we sometimes refer to collectively hereirtlae Series A Preferred
Stock), and underlying shares of Common Stock foergod of one year from the applicable closingedat which such shares
were sold, provided that such restriction will lagkeach of the three Charter Amendment Propasaist approved by
December 7, 2010. The Purchasers also agreed aotjtire other securities of the Company (othem th&rsuant to the
Investment Agreement) for the period commencingume 7, 2010 and ending December 7, 2011, protfdgdsuch restriction
shall terminate on the date the Company materataches the Investment Agreement, fails to olstimickholder approval of
all three Charter Amendment Proposals by Decemp2010, or the Board pursues a buyout transacti@nohange of control
of the Company. The Purchasers will also haveitite to participate in future offerings by the Ccany for a period of five
years.

Pursuant to the Investment Agreement, the Comparsyalso required to increase the size of the Bwanthe members and
agreed to appoint up to five individuals to be geated by the Warburg Pincus Purchasers. As atresfglctive upon the June
7, 2010 closing, Michael Weiser and Linda E. Wigsinresigned from the Board, and the Board appobidd@athan Leff,
Nishan de Silva and Andrew Ferrer, all designatethb Warburg Pincus Purchasers, to serve as dieecf the Company. The
Warburg Pincus Purchasers continue to have thétagiesignate two additional persons for appoiminte the Board.

The foregoing summary of the Investment Agreemequilified in its entirety by reference to the gbate agreement, a
copy of which is attached to the Company’s Form 8ldd with the Securities and Exchange Commissiodune 11, 2010.
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Pursuant to the terms of a Registration Rights Agrent dated June 7, 2010, among the Company amlticbasers, the
Company agreed to file, and cause to become angimegffective at all times following the first anprsary of the date of the
Investment Agreement, a registration statementraoy¢he Series A Preferred Stock and the CommonkSssuable upon
conversion of the Series A Preferred Stock. Theergps of the filing of such registration staten{eamiuding any expenses of
the Purchasers) will be borne by the Company.

Consequences if the Charter Amendment Proposals Argpproved

Conversion of Terms of Series A-1 Preferred . If the Charter Amendment Proposals are appravéide Special Meeting, or
otherwise by our stockholders on or before Deceriib2010, then we expect that we will conduct ardclosing pursuant to
the terms of the Investment Agreement, which werref herein as the Second Closing. The Purchaskligations to complete
the Second Closing are subject to a number of mesty closing conditions, including the continuedwacy of the
representations and warranties we made in the timezg Agreement and our compliance with our comtimbligations
thereunder. At the Second Closing, the sharesiés$A-1 Preferred that we originally sold and &gwn June 7, 2010 would
no longer be subject to the Initial Series A-1 Ternd would automatically become subject to thesicemably more Company-
favorable Revised Series A-1 Terms. In additior, Rlurchasers would be entitled to receive an aditinumber of shares of
Series A-1 Preferred equal to the aggregate aoord#iat would have accrued on the shares of S&riePreferred sold at the
June 7, 2010 closing divided by $100. Solely asxample of the foregoing, if the Second Closinguos@fter one calendar
quarter of accretion has accrued at a rate of 1@%apnum pursuant to the Initial Series A-1 Tertie,total accrued accretion
on the first 400,000 shares of Series A-1 Preferredld be $1,200,000 and would require us to igsihe Purchasers at the
Second Closing an additional 12,000 shares of Sévig Preferred, which would be subject to the BediSeries A-1 Terms.

Additional Investments. Assuming each Charter Amendment Proposal iscapprby our stockholders at the Special
Meeting or otherwise on or before December 7, 263 Purchasers will also have the right, but hetdbligation, to purchase
up to an additional 200,000 shares of Series AefePred (subject to the Revised Series A-1 Termisy fo the time we receive
FDA approval for one of our product candidateseAthe time of such approval, the Purchasers ailetthe right to purchase
up to 400,000 shares of Series A-2 Preferred Sffocka total investment of up to $40 million), whibave rights identical to
the Revised Series A-1 Terms, except that the asioreprice for the Series A-2 Preferred Stock(23$6, or 150% of the
conversion price under the Revised Series A-1 Terms

Consequences if the Charter Amendment Proposals Afdot Approved

If our stockholders do not approve all three of@marter Amendment Proposals at the Special Meetirgherwise on or
before December 7, 2010, then the shares of SkrieBreferred that we issued and sold to the Pseriseon June 7, 2010 will
remain subject to the Initial Series A-1 Terms, athare considerably less favorable to us than thésed Series A-1 Terms.
Also, if fewer than all three of the Charter AmereftProposals are approved at the Special Meetintherwise by December
7, 2010, then we will be unable to proceed withSleeond Closing. Among other terms, as discussedealthe following terms
would continue to apply to the Series A-1 Prefewrader the Initial Series A-1 Terms:

* The conversion price would remain at $0.1288 utide Initial Series A-1 Terms, instead of $0.184ler the Revised
Series A-1 terms;

e The accretion and dividend rates would remait286 (subject to annual increases of 0.5%) and 15.88pectively, as
opposed to accretion and dividend rates of 9% agiplé to the Revised Series A-1 Terms;

e The holders of the Series A-1 Preferred may mequs to redeem such shares (i.e., re-purchashéires from the
holders) at a price equal to at least 250% ofliea-taccreted value per share, plus accrued dividencny time; the
holders have no such redemption right under thesed\Series A-1 Terms; and
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e The amount per share that we would be requirgzhyoto the holders of the Series A-1 Preferrechupbquidation or
change of control is equal to 250% of the then-&tect value of the Series APreferred, plus accrued dividends, ins
of only 100% of the then-accreted value of eachiesbfSeries At Preferred, plus accrued dividends, under thedee
Series A-1 Terms.

In addition, although the Investment Agreement gtibvides that the Purchasers may purchase up &alditional 600,000
shares of Series A-1 Preferred, all of such shaoedd be subject to the less favorable Initial 8ge/-1 Terms, instead of the
more favorable Revised Series A-1 Terms and thegef the Series A-2 Preferred Stock.

Important Information Regarding the Charter Amendment Proposals

As discussed above, we are seeking approval d@iiaeter Amendment Proposals pursuant to the tefitiednvestment
Agreement in order to obtain the more Company-fabler Revised Series A-1 Terms with respect to tiaees of Series A-1
Preferred that we sold and issued on June 7, 201tDto facilitate the sale of additional capitalcétto the Purchasers under
more favorable terms. While the preceding sectisoussed the effects of the Charter Amendment Badpavith respect to the
Financing Transaction, the following discussionraddes the principal effects of, and risks assediaith, each of the three
Charter Amendment Proposals with respect to owtieg stockholders and our capital structure mergegally. The following
is only a summary of the Charter Amendment Proposia¢ full text of the form of proposed amendn®td our certificate of
incorporation is attached to this proxy statemenAppendix A.
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PROPOSAL NO. 1 — APPROVAL OF AN AMENDMENT TO THE
COMPANY’S CERTIFICATE OF INCORPORATION TO INCREASE THE
NUMBER OF AUTHORIZED SHARES OF COMMON STOCK

Overview

The Company is currently authorized to issue 20D@W0 shares of common stock and is seeking stéaddhapproval to
increase the authorized common shares to 350,000/@@ediately following the June 7, 2010 closingler the Investment
Agreement, of the 200,000,000 common shares aatfor issuance, there were 84,844,815 sharesdssud outstanding,
22,073,992 shares reserved for issuance upon #reigx of outstanding options and warrants andoptavailable for grant
under our equity incentive plans, and 90,000,0@0eshreserved for issuance pursuant to convers§igareges A-1 Preferred.
Consequently, the Company has fewer than 3,10G08@s of common stock available for future issaands such, the
Company does not have adequate authorized commocktst provide for the conversion of Series A-1fémed currently
outstanding or that may be issued under the Inveggtigreement. In addition, the Board believesdhigman insufficient
number of shares available to issue in future gauriequity-based financings (e.g., sales of shafresmmon stock by the
Company), as incentives to attract and retainntpleyees (e.g., through the use of stock optiontgjaor for other general
corporate purposes. Therefore, in addition to &asons set forth above with respect to the Fingritiansaction, the Board has
proposed the increase in the number of authoripethton shares as a means of providing it with tieliility to act with
respect to the issuance of common shares or sSesugitercisable for, or convertible into, commoarsk in circumstances
which it believes will advance the interests of @@mpany and its stockholders without the delagesfking an amendment to
the certificate of incorporation at that time.

If Proposal No. 1 is approved by the stockholdérs,additional common shares authorized by the dment — the
substantial majority of which will be reserved fesuance upon conversion of additional shares WéSA Preferred Stock that
may be issued under the Investment Agreement —heagysued from time to time upon authorizationh®y Board, without
further approval by the stockholders unless reguirgapplicable law, rule or regulation. Shares @yssued for such
consideration as the Board may determine and asmagrmitted by applicable law. If the stockhotdapprove this proposal
to amend the certificate of incorporation to inse#he number of authorized shares of common syockwill likely be
substantially diluted by future issuances. SeepiBsal No. 2 — Approval of an Amendment to the ConypaCertificate of
Incorporation to Effect a Reverse Stock Split,"dwe] for an overview of the combined effects of itherease in authorized
shares of common stock and the reverse stockasptite Company’s capital structure. Other tharstiges that will be
reserved for issuance upon conversion of additishates of Series A Preferred Stock that may hedsander the Investment
Agreement, the Company has no specific plans omtitmments to issue the additional common sharesoaiztd by the
amendment.

Effective Date of Amendment to Certificate of Incoporation

If approved by the stockholders, it is anticipatieakt the amendment to the certificate of incorporatontemplated by
Proposal No. 1 will become effective upon the §liof a certificate of amendment, in substantidily torm attached hereto as
Appendix A, with the Secretary of State of the &wit Delaware, which filing is expected to occusasn as practicable after
the Special Meeting.

Reservation of Rights by the Board of Directors

If approved, the Board reserves the right to abarile amendment contemplated by Proposal No.hkeifitnendments
contemplated by Proposal Nos. 2 and 3 are notagdpooved by the stockholders.

No Dissenters’ Rights

Under the Delaware General Corporation Law, ouldtolders are not entitled to dissenters’ righthwéspect to Proposal
No. 1, and we will not independently provide stoalklers with any such right.
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Vote Required

The amendment to our certificate of incorporationtemplated by Proposal No. 1 requires the affinaatote (i) from the
holders of a majority of the outstanding sharesuwfcapital stock voting together as a single céasb (i) from the holders of a
majority of the outstanding shares of our commaulsioting as a separate class. A stockholder valstains or who does not
give authority to a proxy to vote, or withholds laatity to vote on this proposal, shall have theefbf voting against the
proposal.

Pursuant to the Voting Agreement entered into betwbe Deerfield Purchasers and the Warburg PiRoushasers in
connection with the Investment Agreement, the DeleirPurchasers have agreed to vote “FOR” Propéesall. The Voting
Agreement applies to all shares of common stocleti@ally owned by the Deerfield Purchasers, exitigdshares of common
stock beneficially owned by the Deerfield Purchager virtue of their ownership of Series A-1 Preder Excluding Series A-1
Preferred, the Deerfield Purchasers beneficially ew aggregate of 17,509,011 shares of common &aclkuding 1,455,944
shares of common stock issuable upon the exertizgtstanding warrants), which represents approteip@0.6% of the
number of shares of our common stock outstandirgf #ee record date.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS
THAT YOU VOTE “FOR " PROPOSAL NO. 1.
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PROPOSAL NO. 2 — APPROVAL OF AN AMENDMENT TO THE CO MPANY’S
CERTIFICATE OF INCORPORATION TO EFFECT A REVERSE ST OCK SPLIT

Overview

If Proposal No. 2 is approved and enacted, thersev&ock split will result in the combination afra&common stock at a
ratio of 1-for-4. This means that every four sharesommon stock outstanding prior to the effectimee of the reverse stock
split will represent only one share of common staftkr the stock split. The reverse split will mesult in any further change in
the number of authorized shares of common stotlerahan the increase from 200,000,000 to 350,000;6mmon shares in
connection with Proposal No. 1, discussed aboveoAtingly, the reverse stock split will have théeef of creating additional
unreserved shares of our authorized common stdwkpar value of our common stock would remain ungkd at $0.001 per
share following the reverse split. Except for ahgmges resulting from the treatment of fractiohalrss as discussed below,
each stockholder will hold the same percentagewfroon stock outstanding immediately after the rewatock split as such
stockholder did immediately prior to the reversektsplit.

Reasons for the Reverse Stock Split

In addition to the reasons discussed above withetgo the Financing Transaction, the Board beBahat a reverse stock
split is desirable and should be approved by stolcldrs for a number of reasons, including:

* Increasein Shares Available for Issuance. The reverse split will have the effect of prowvigithe Company with an
increased number of shares of common stock avaifablfuture issuance, as discussed more genenadlgr “Proposal
No. 1— Overview,” above.

« Increasein Eligible Investors. A reverse stock split would allow a broader ranfjmstitutions to invest in our stock
(namely, funds that are prohibited from buying kgwhose price is below a certain threshold), @taty increasing
the trading volume and liquidity of our common $toc

e Increased Analyst and Broker Interest. A reverse stock split would help increase anayst broker interest in our
stock as their policies can discourage them froliloiang or recommending companies with low stockces. Because
of the trading volatility often associated with lgwiced stocks, many brokerage houses and institakinvestors have
adopted internal policies and practices that eitinehibit or discourage them from investing in ssttcks or
recommending them to their customers. Some of thokeies and practices may also function to malesgrocessing
of trades in low-priced stocks economically unatikee to brokers. Additionally, because brokershnroissions on
transactions in low-priced stocks generally repneaehigher percentage of the stock price than cgsions on higher-
priced stocks, the current average price per stfavar common stock can result in individual stozklers paying
transaction costs representing a higher percemtaheir total share value than would be the ch#®eishare price were
substantially higher.

« Increased Possihility of Regaining Nasdaq Listing. We were delisted from the Nasdaq Capital Manke3éptember
2009 and trading in our common stock has since berducted on the OTC Bulletin Board. Stocks traolethe OTC
Bulletin Board are often less liquid than stoclksled on national securities exchanges, not ortigrins of the number
of shares that can be bought and sold at a giviea,fut also in terms of delays in the timingrafisactions and
reduced coverage of us by security analysts anthtttba. Among other things, one hurdle to our gbib regain listing
on the Nasdaq Capital Market is the requiremertttieclosing bid price of our common stock, whieds $0.165 on
the record date for the Special Meeting, must eck&e00 per share. By potentially increasing oaclsiprice, the
reverse stock split may increase the possibilif tur stock could again be listed on the Nasdamt&laMarket.
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Certain Risks Associated With the Reverse Stock Spl

There can be no assurance that the total market capitalization of our common stock after the proposed reverse stock split
will be equal to or greater than the total market capitalization before the proposed reverse stock split or that the per share
market price of our common stock following the reverse stock split will either exceed or remain higher than the current per
share market price.

There can be no assurance that the market priceepeshare of our common stock after the reverseksplit will rise or
remain constant in proportion to the reductiorhiea humber of old shares of our common stock oudstgrbefore the reverse
stock split. For example, based on the market mfair common stock on July 9, 2010 of $0.165gb&re, following a 1-for-4
reverse split there can be no assurance that gtesptit market price of our common stock would#0e66 per share or greater.
Accordingly, the total market capitalization of aemmon stock after the proposed reverse stockreply be lower than the
total market capitalization before the proposeceres stock split and, in the future, the marketegpdf our common stock
following the reverse stock split may not exceedennain higher than the market price prior to th@ppsed reverse stock split.
In many cases, the total market capitalization cdmpany following a reverse stock split is lowart the total market
capitalization before the reverse stock split.

A decline in the market price for our common stock after the reverse stock split may result in a greater percentage decline
than would occur in the absence of a reverse stock split, and the liquidity of our common stock could be adver sely affected
following a reverse stock split.

The market price of our common stock will also lasdxd on our performance and other factors, somich are unrelated
to the number of shares outstanding. If a revamseksplit is effected and the market price of common stock declines, the
percentage decline as an absolute number andexsenpage of our overall market capitalization rhaygreater than would
occur in the absence of a reverse stock split.dnyntases, both the total market capitalizatioa cdmpany and the market
price of a share of such company’s common stodkvahg a reverse stock split are lower than theyenmefore the reverse
stock split. Furthermore, the liquidity of our commstock could be adversely affected by the reduceaber of shares that
would be outstanding after the reverse stock dpkipproved and effected, the reverse stock spllitresult in some
stockholders owning “odd lots” of less than 100rekaf our common stock. Brokerage commissionsodinelr costs of
transactions in odd lots are generally somewhdtdrithan the costs of transactions in “round lofsven multiples of 100
shares.

The proposed rever se stock split may not increase our stock price, which would prevent us from realizing some of the
anticipated benefits of the reverse stock split, including the possibility of regaining listing on the Nasdaq Capital Market.

The effect of a reverse stock split upon the mapkiee of our common stock cannot be predicted waith certainty, and the
history of similar stock splits for companies ikdicircumstances is varied. It is possible thatpdweshare price of our common
stock after the reverse stock split will not risgoroportion to the reduction in the number of skasf our common stock
outstanding resulting from the reverse stock spliparticular, there can be no assurance thatntmet price per post-reverse
split share will exceed the $4.00 minimum bid pticat is required to regain listing on the Nasdapi@l Market. Even if the
market price per post-reverse split share doeseeix$4.00, there can be no assurance that we walbleeto satisfy the other
listing standards of the Nasdag Capital Market.

Principal Effects of the Reverse Stock Split
Corporate Matters. If approved by our stockholders, the reverseksspdit would have the following effects:

« every four shares of common stock outstandingra the effective time of the reverse split wobh&lautomatically
combined into one share of common stock;

e the number of shares of our common stock issaddatstanding will be reduced proportionately blase the 1-for-4
split ratio;
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« based on the 1-for-4 ratio, proportionate adjestts will be made to the per share exercise pridettze number of
shares issuable upon the exercise of all outstgraptions and warrants entitling the holders thetepurchase shares
of our common stock, which will result in approxirely the same aggregate price being required fmaimbfor such
options or warrants upon exercise of such optionsasrants immediately preceding the reverse ssptik

e the number of shares of common stock reserves$ormnce under our existing stock option plankheilreduced
proportionately based on the 1-for-4 split ratinga

* based on the 1-for-4 ratio, in addition to théoawatic conversion from the Initial Series A-1 Terto the more
Company favorable Revised Series A-1 Terms discuabeve, proportionate adjustments will be madédo
conversion price and number of common shares issug@on conversion of the existing Series A-1 Rreféand any
future preferred stock issued pursuant to the lnvest Agreement.

The following table contains approximate informatielated to our common stock, comparing currefarmation as of the
record date to an estimated scenario followinglkdtoltler approval of the Charter Amendment Proposadsa subsequent
Second Closing, as defined above under “— Conseagsdhthe Charter Amendment Proposals Are Apprdved

Post-Charter

Amendment/Secon
Pre-Charter
Amendment Closing ()
Authorized 200,000,00 350,000,00
Outstanding 84,937,23 21,234,30

Reserved for future issuance pursuant to converfi@eries A-1 Preferre  90,000,00(1) 55,978,262

Reserved for future issuance pursuant to converdi@eries A Preferred

issuable under the Investment Agreement — 130,321,660
Reserved for future issuance pursuant to outstgnelarrants 9,011,76! 2,252,94.
Reserved for future issuance pursuant to outstgradivards under equity

incentive plans 9,262,42! 2,315,601
Reserved for future issuance pursuant to awardtabieafor grant under

equity incentive plans 3,467,66! 866,91t
Authorized and unreserved 3,081,19: 136,970,38

(1) Pursuant to Annex | of the Series A-1 Certifigahe Company is required to reserve a minimu®00®00,000 shares of
common stock for issuance upon conversion of thieeSé&-1 Preferred.

(2) Assumes 3 months of accretion at the rate & p2r annum on the initial 400,000 shares of SeyiésPreferred prior to
stockholder approval of the Charter Amendment Psafsoand subsequent Second Closing.

(3) Assumes (i) issuance of all 600,000 additional shaif Series A Preferred Stock available for pusehander the Investme
Agreement at the election of the Warburg Pincuslrasers and (ii) 5 years of accretion at the re@®per annum on (x)
such additional shares, (y) the 400,000 sharegi¢SA-1 Preferred currently outstanding, andafzgstimated 12,000
shares of Series A-1 Preferred issuable at ther8leCtosing.

When effected, the reverse stock split will be efel simultaneously for all of our common stock #melratio will be the
same for all of our common stock. The reverse sgpdik will affect all of our stockholders uniforgnand will not affect any
stockholder’s percentage ownership interest incoanpany, except to the extent that the reversé solit results in any of our
stockholders owning a fractional share. As desdriiedow, stockholders holding fractional shares kgl entitled to cash
payments in lieu of such fractional shares. Suah gayments would reduce the number of post-dplikbolders to the extent
there are stockholders presently holding fewer foanshares. This, however, is not the purposevfuch we are effecting the
reverse stock split. Common stock outstanding ¥alg the reverse stock split will remain fully padd non-assessable. We

will continue to be subject to the periodic repogtrequirements of the Securities Exchange Ac98#] as amended (the
“Exchange Act”).
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Fractional Shares. No scrip or fractional certificates will be issli® connection with any reverse stock split. Stallers
who otherwise would be entitled to receive fractiloshares because they hold, as of a date prtbeteffective time of the
reverse split, a number of shares of our commorkstot evenly divisible by the reverse split ratidl be entitled, upon
surrender of certificate(s) representing such shaoea cash payment in lieu thereof. The cash paymill equal the product
obtained by multiplying (a) the fraction to whidietstockholder would otherwise be entitled by i) last quoted bid price of
our common stock on the day immediately prior ®effective time of the reverse stock split, aoraga on the OTC Bulletin
Board. The ownership of a fractional interest wik give the holder thereof any voting, dividendbthrer rights except to
receive payment therefor as described herein.

Stockholders should be aware that, under the estdves of the various jurisdictions where our stozkiers reside, where
we are domiciled and where the funds will be degedsisums due for fractional interests that areinagly claimed after the
effective time may be required to be paid to theigieated agent for each such jurisdiction. Theeeastockholders otherwise
entitled to receive such funds may have to se@hbtain them directly from the state to which thegrevpaid.

Accounting Matters. Any reverse stock split would not affect the palue of our common stock, which is $0.001 per
share. As a result, as of the effective time of mwerse stock split, the stated capital on ouairlia@ sheet attributable to our
common stock will be reduced proportionately basedhe reverse split ratio, and the additional paidapital account will be
credited with the amount by which the stated caEteeduced. The per share net income or lossxahtiook value of our
common stock will be restated because there wifelager shares of common stock outstanding.

Procedure for Effecting Reverse Stock Split and Extange of Stock Certificates

In order to effect a reverse split, we will file amendment to our certificate of incorporation wite Secretary of State of
Delaware to amend our existing certificate of ipayation in substantially the form attached hesstd\ppendix A. The reverse
stock split will become effective at the time spiieci in the amendment, which is referred to in firiexy statement as the
effective time of the amendment. Beginning at tfiective time, each certificate representing shafesommon stock prior to
the effective time of the reverse split will be de for all corporate purposes to evidence owngrshihe resulting combined
number of shares following such reverse split.

As soon as practicable after the effective timegldtolders will be notified that the reverse stepkt has been effected. We
expect that our transfer agent, Corporate Stocksfea, Inc., will act as exchange agent for purpaf@mplementing the
exchange of stock certificates. Holders of pretggimmon shares will be asked to surrender to xbbange agent certificates
representing such shares in exchange for cergfcapresenting post-split shares of common stoekéordance with the
procedures to be set forth in the letter of tramtsinihat we send to our stockholders. No new fieaties will be issued to a
stockholder until such stockholder has surrendsuvett stockholder’s outstanding certificate(s), tbgewith the properly
completed and executed letter of transmittal, éoekchange agent. Any pre-split share certificatdsnitted for transfer,
whether pursuant to a sale, other disposition loervtise, will automatically be exchanged for cegdifes representing post-split
shares. STOCKHOLDERS SHOULD NOT DESTROY ANY STOCERTIFICATE(S) AND SHOULD NOT SUBMIT ANY
CERTIFICATE(S) UNTIL REQUESTED TO DO SO.

Federal Income Tax Consequences of the Reverse H@plit

The following is a summary of certain material fedéncome tax consequences of the reverse stditkdes not purport
to be a complete discussion of all of the posdidieral income tax consequences of the reversk spiit and is included for
general information only. Further, it does not &ddrany state, local or foreign income or othectmsequences. Also, it does
not address the tax consequences to holders thatibject to special tax rules, such as banksranse companies, regulated
investment companies, personal holding companiesign entities, nonresident alien individuals,Kemedealers and tax-
exempt entities. The discussion is based on thagioms of the United States federal income tax é&vwof the date hereof,
which is subject to change retroactively as welbaspectively. This summary also assumes thabitresplit shares of common
stock were, and the post-split shares of commarkstdll be, held as a “capital asset,” as definethie Internal Revenue Code
of 1986, as amended (i.e., generally, property falithvestment). The
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tax treatment of a stockholder may vary dependpanuhe particular facts and circumstances of stetkholder. Each
stockholder is urged to consult with such stockbotlown tax advisor with respect to the tax conseges of the reverse stock
split.

Other than the cash payments for fractional shdiszsissed below, no gain or loss should be recedriy a stockholder
upon such stockholder’s exchange of certificatpsagenting pre-split shares for post-split shatgsyant to the reverse stock
split. The aggregate tax basis of the post-sptitetireceived in the reverse stock split (including fraction of a post-split
share deemed to have been received) will be the santhe stockholder’s aggregate tax basis inrdsglit shares exchanged
therefore. In general, stockholders who receivé @agxchange for their fractional share inter@sthe post-split shares as a
result of the reverse stock split will recognizéngar loss based on their adjusted basis in thaifnaal share interests redeemed.
The stockholder’s holding period for the post-sgtiires will include the period during which thecgholder held the pre-split
shares surrendered in the reverse stock split.

Our view regarding the tax consequences of thersevaock split is not binding on the Internal Raye Service or the
courts. ACCORDINGLY, EACH STOCKHOLDER SHOULD CONSUIWITH HIS OR HER OWN TAX ADVISOR WITH
RESPECT TO ALL OF THE POTENTIAL TAX CONSEQUENCES TMM OR HER OF THE REVERSE STOCK SPLIT.

Effective Date of Amendment to Certificate of Incoporation

As discussed above under “Procedure for EffectiagdRse Stock Split and Exchange of Stock Certéigtif approved by
the stockholders, it is anticipated that the amesrdrto the certificate of incorporation contempielty Proposal No. 2 will
become effective upon the filing of a certificafeamendment, in substantially the form attachee@twoeas Appendix A, with the
Secretary of State of the State of Delaware, wfilicty is expected to occur as soon as practicafikr the Special Meeting.

Reservation of Rights by the Board of Directors

If approved, the Board reserves the right to abaride amendment contemplated by Proposal No.Hziitnendments
contemplated by Proposal Nos. 1 and 3 are notagdpooved by the stockholders.

No Dissenters’ Rights

Under the Delaware General Corporation Law, outldtolders are not entitled to dissenters’ rightwespect to Proposal
No. 2, and we will not independently provide stomlklers with any such right.

Vote Required

The amendment to our certificate of incorporationtemplated by Proposal No. 2 requires the affiiveatote (i) from the
holders of a majority of the outstanding shareswfcapital stock voting together as a single chask(ii) from the holders of a
majority of the outstanding shares of our commaulsioting as a separate class. A stockholder valstains or who does not
give authority to a proxy to vote, or withholds laatity to vote on this proposal, shall have theetfbf voting against the
proposal.

Pursuant to the Voting Agreement entered into betwbe Deerfield Purchasers and the Warburg PiRoushasers in
connection with the Investment Agreement, the DeleirPurchasers have agreed to vote “FOR” PropgésaR. The Voting
Agreement applies to all shares of common stocleti@ally owned by the Deerfield Purchasers, exitcigdshares of common
stock beneficially owned by the Deerfield Purchager virtue of their ownership of Series A-1 Preder Excluding Series A-1
Preferred, the Deerfield Purchasers beneficially ew aggregate of 17,509,011 shares of common &aclkuding 1,455,944
shares of common stock issuable upon the exertizgtstanding warrants), which represents approteip@0.6% of the
number of shares of our common stock outstandirgf #ee record date.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS
THAT YOU VOTE “FOR " PROPOSAL NO. 2.
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PROPOSAL NO. 3 — APPROVAL OF AN AMENDMENT TO THE CO MPANY’S
CERTIFICATE OF INCORPORATION TO PERMIT INCREASES OR DECREASES IN THE
NUMBER OF AUTHORIZED SHARES OF COMMON STOCK WITHOUT CLASS VOTING

Section 242(b)(2) of the DGCL provides that, uniibgscertificate of incorporation provides othemyithe holders of the
outstanding shares of a class of capital stocK bbeatntitled to vote as a class upon any propassehdment to the certificate
of incorporation that would: (i) increase or desethe aggregate number of authorized shares bfcass; (ii) increase or
decrease the par value of the shares of such daés) alter or change the powers, preferencespecial rights of the shares
of such class so as to affect them adversely. fample, the primary effect of Section 242(b)(2) dor Company is to prevent
the holders of preferred stock from increasingrttmber of authorized shares of common stock (tlyeddbting the existing
holders of common stock) without a separate class of the holders of common stock.

Proposal No. 3, the third Charter Amendment Prdpésto add a provision to the certificate of ingoration providing that
the number of authorized shares of common stocklmagcreased or decreased by the affirmative ebtiee holders of a
majority of the issued and outstanding capitallstooting together as a single class (i.e., withaeparate class vote among
the holders of common stock), notwithstanding ttevisions of Section 242(b)(2). Amending our céctife of incorporation to
include such a provision will thus enable any holdko now or in the future may control the votingaer of the majority of
our outstanding shares of capital stock to unit@lgapprove an increase in the number of authdr&teres of common stock
without a separate class vote. The Board belichagsapproval of Proposal No. 3 is in the best egtof the holders of our
common stock for the reasons discussed above mection with the Financing Transaction, includihg teplacement of the
Initial Series A-1 Terms with the more favorableviRed Series A-1 Terms.

Effective Date of Amendment to Certificate of Incoporation

If approved by the stockholders, it is anticipatieak the amendment to the certificate of incorgoratontemplated by
Proposal No. 3 will become effective upon the §liof a certificate of amendment, in substantidily torm attached hereto as
Appendix A, with the Secretary of State of the &tait Delaware, which filing is expected to occuisasn as practicable after
the Special Meeting.

Reservation of Rights by the Board of Directors

If approved, the Board reserves the right to abaride amendment contemplated by Proposal No.Heiitnendments
contemplated by Proposal Nos. 1 and 2 are notagdpooved by the stockholders.

No Dissenters’ Rights

Under the Delaware General Corporation Law, outldtolders are not entitled to dissenters’ rightwespect to Proposal
No. 3, and we will not independently provide stomlklers with any such right.

Vote Required

The amendment to our certificate of incorporationtemplated by Proposal No. 3 requires the affiiveatote (i) from the
holders of a majority of the outstanding shareswfcapital stock voting together as a single chask(ii) from the holders of a
majority of the outstanding shares of our commaulsioting as a separate class. A stockholder valstains or who does not
give authority to a proxy to vote, or withholds laatity to vote on this proposal, shall have theeifbf voting against the
proposal.

Pursuant to the Voting Agreement entered into betwbe Deerfield Purchasers and the Warburg PiRoushasers in
connection with the Investment Agreement, the DeleirPurchasers have agreed to vote “FOR” PropgésaB. The Voting
Agreement applies to all shares of common stocleti@ally owned by the Deerfield Purchasers, exitcigdshares of common
stock beneficially owned by the Deerfield Purchager virtue of their ownership of Series A-1 Preder Excluding Series A-1
Preferred, the Deerfield Purchasers beneficially ew aggregate of 17,509,011 shares of common &aclkuding 1,455,944
shares of common stock issuable upon the exertizgtstanding warrants), which represents approtein@0.6% of the
number of shares of our common stock outstandirgf #ee record date.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS
THAT YOU VOTE “FOR " PROPOSAL NO. 3.
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SECURITY OWNERSHIP OF
CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain informatimgarding the ownership of our common stock anieSe-1 Preferred as
of July 9, 2010 by: (i) each of our current direstdii) each of our “named executive officers,"defined in Amendment No. 1
to our Annual Report on Form 10-K for the year ehBecember 31, 2009, which we filed with the SECA@nil 30, 2010; (iii)
all of our current directors and executive officassa group; and (iv) all those known by us to éxeefficial owners of at least
5% of our common stock. Beneficial ownership issd@ined under rules promulgated by the SEC. Urtdise rules, beneficial
ownership includes any shares as to which the ithdal has sole or shared voting power or investrpemter and also any
shares which the individual has the right to aaguiithin 60 days through the exercise or conversicamy stock option,
convertible security, warrant or other right. Irgibin of shares in the table does not, however titotesan admission that the
named stockholder is a direct or indirect bendfiavener of those shares. Unless otherwise indicaach person or entity
named in the table has sole voting power and invexst power (or shares that power with that persspéaise) with respect to
all shares of capital stock listed as owned by peason or entity. Unless otherwise indicated atthdress of each of the
following persons is c/o Hana Biosciences, IncQ¥8horeline Court, Suite 370, South San Francis£o94080.

Shares of Shares of

Common Stock  Percent Series A-1 Preferred  Percent
Name Beneficially Ownec of Class Beneficially Owned  of Class
Steven R. Deitche®) 1,053,33. 1.2 — —
Craig W. Carlson — — — —
Anne E. Hagey? 183,33: * — —
John P. Iparraguirre 44,22 * — —
Tyler M. Nielsen® 163,36: * — —
Jonathan S. LefP) 81,000,00  48.f 360,000  90.C
Nishan M. de Silv{® 81,000,00  48.¢ 360,000  90.C
Andrew Ferref® 81,000,00  48.f 360,000  90.C
Howard P. Furst — — — —
Paul V. Maier® 107,00( * — —
Leon E. Rosenberd 334,20: * — —
All directors and officers as a group (10 persons) 82,841,23 49.4 360,00( 90.C

Warburg Pincus & Cd8) ©)
450 Lexington Avenue
New York, NY 10017 81,000,00 48.¢ 360,00( 90.C

James E. Flynf?) (10)

780 Third Avenue, 3% Floor
New York, NY 10017 27,964,95 29.6 40,00( 10.C

OrbiMed Advisors LLCD
767 Third Avenue, 30th Floor
New York, NY 10017 11,090,57 9.9 — —

Quogue Capital LLG!?)
1285 Avenue of the Americas, 35th Floor
New York, NY 10019 8,623,68: 9.9 — —

* represents less than 1%.
(1) Includes 1,033,334 shares issuable upon thecisreof stock options.
(2) Represents shares issuable upon the exerc&teadf options.

(3) Includes (i) 28,201 shares issuable upon tleecése of stock options, and (ii) 100 shares hglb. Iparraguirre’s spouse.
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(4) Includes (i) 161,667 shares issuable upon xeecése of stock options, and (ii) 100 shares hgldir. Nielsen’s spouse.

(5) Mr. Leff is a Member and Managing Director ofvidurg Pincus LLC (“WP LLC"), a New York limitedability company
that manages each of the Warburg Pincus Purch&erme Silva and Mr. Ferrer are employees of W LMessrs. Leff
and Ferrer and Dr. de Silva disclaim beneficial emghip of all capital stock held by the Warburgdeim Purchasers, except
to the extent of any indirect pecuniary interestdéiin. See also note 8.

(6) Includes 100,000 shares issuable upon the isgen stock options.
(7) Includes 333,201 shares issuable upon the isgen stock options.

(8) Pursuant to the Investment Agreement, the WarBincus Purchasers purchased an aggregate @0B6§hares of Series A-
1 Preferred on June 7, 2010. Of this amount, WagrBimcus Private Equity X, L.P. (“WPX") purchasetB340 shares and
Warburg Pincus X Partners, L.P. (“WPPX”") purcha%&dl60 shares. Warburg Pincus X, L.P. (“WP X LR"aiDelaware
limited partnership and the sole general partnerach of the Warburg Pincus Purchasers. WarburguPiK LLC (“WP X
LLC") is a Delaware limited liability company andd sole general partner of WP X LP. Warburg PifRaigners, LLC
(“WPP LLC") is a New York limited liability compangind the sole member of WP X LLC. Warburg Pincu€L{l\WP
LLC") is a New York limited liability company thahanages each of the Warburg Pincus Purchasersuvgdpincus & Co.
(“WP”) is a New York general partnership and thenaging member of WPP LLC. Each of WPX, WPPX, WP MW/P X
LLC, WPP LLC, WP LLC and WP may be deemed to stimegpower to (a) dispose or to direct the dispositf the
81,000,000 shares of common stock the Warburg BiRcuchasers may be deemed to beneficially owndandert into) as
of the record date and (b) vote or direct the witine 279,503,105 shares of common stock the WagrBincus Purchasers
may be deemed to beneficially own for voting pugsoas of the record date. Charles R. Kaye and Hdxepandy are
Managing General Partners of WP and Co-Presidewtdtanaging Members of WP LLC and may be deemexmndrol the
Warburg Pincus Purchasers. Messrs. Kaye and Laisdlatin beneficial ownership of all shares heldiy Warburg Pincu
Purchasers. Beneficial ownership information issblasn information known to the Company and a Scleet8D filed with
the SEC on June 16, 2010 by WPX, WPPX, WP X LP,XNR.C, WPP LLC, WP LLC, WP, Mr. Kaye and Mr. Landy.

(9) Beneficial ownership of the Purchasers haseen adjusted for accretion and does not reflecttmtractual right to
purchase additional capital stock pursuant to tivestment Agreement. As noted elsewhere in thigypstatement, the
Purchasers’ ability to convert their Series A-1f&ned into common stock is currently limited teithpro-rata portion of
90,000,000 shares of common stock reserved foamsiupon conversion of the Series A-1 Preferredeficial ownership
reflects only the number of shares of common stagkently issuable upon conversion of the Seriek Preferred and does
not reflect the fact that the Purchasers are edttth vote their shares on an as-converted bagisutigiving effect to such
limitation.

(10)Pursuant to the Investment Agreement, the DeerRelethasers purchased an aggregate of 40,000 slis@eses A-1
Preferred on June 7, 2010. Of this amount, Deerfielvate Design Fund, L.P. purchased 12,767 shBessfield Private
Design International, L.P. purchased 20,567 sh&resrfield Special Situations Fund Internationahlted purchased 4,313
shares, and Deerfield Special Situations Fund, jiurchased 2,353 shares.

Beneficial ownership includes (i) 4,646,899 shaxesur common stock currently outstanding, 2,872,8fares of our
common stock currently issuable upon conversioBesfes A-1 Preferred and warrants to purchase 884Bares of our
common stock held by Deerfield Private Design Fung,; (ii) 7,485,997 shares of our common stoakently
outstanding, 4,627,575 shares of our common stonleiatly issuable upon conversion of Series A-XéPred and warrants
to purchase 748,598 shares of our common stockldyelReerfield Private Design International, L.Hi) 8,451,799 shares
of our common stock currently outstanding, 970,dR&res of our common stock currently issuable woowersion of
Series A-1 Preferred and warrants to purchase 29&Bares of our common stock held by DeerfielcciBpSituations
Fund International Limited; and (iv) 1,924,316 sfsaof our common stock currently outstanding, 529 ghares of our
common stock currently issuable upon conversioBesfes A-1 Preferred and warrants to purchase 8%B&res of our
common stock held by Deerfield Special Situationad; L.P. Deerfield Capital, L.P. is the generatmer of Deerfield
Private Design Fund, L.P., Deerfield Private Dedigrrnational, L.P., and Deerfield Special Sitaas Fund, L.P.
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Deerfield Management Company, L.P. is the investmeamager of Deerfield Special Situations Fundrh@#onal Limited.
James E. Flynn, the managing member of Deerfiefdt@laL.P. and Deerfield Management Company, LhBlds voting
and dispositive power over the shares held by DedrPrivate Design Fund, L.P., Deerfield Privatesigin International,
L.P., Deerfield Special Situations Fund Internagidnmited and Deerfield Special Situations Fund? L(collectively,
“Deerfield”). Beneficial ownership information isabed on information known to the Company and a @dkel3D/A filed
with the SEC on June 11, 2010 by Deerfield andmmn.

(11)OrbiMed Advisors LLC and OrbiMed Capital LLC (catkively, “OrbiMed”) beneficially hold shares andask equivalents
issuable from warrants on behalf of Caduceus Cayigaster Fund Limited (2,700,000 common sharesig260,000
warrants), Caduceus Capital I, L.P. (1,900,000 mam shares and 850,000 warrants), UBS Eucalyptad,FlLC
(1,900,000 common shares and 850,000 warrants)gB8&lyptus Fund, Ltd. (180,000 common shares, @8
warrants), and Summer Street Life Sciences Hedged Fwestors LLC (932,000 common shares and 434\&f8ants).

The ability of OrbiMed to convert the warrants imimmmon shares is subject to certain limitatioqmecHically, the

warrants may only be converted to the extent tiatbnversion would not cause OrbiMed to be thetigal owner of
greater than 9.99% of the outstanding shares of@wmmon stock. Beneficial ownership informatiomésed on a Schedule
13G filed with the SEC on October 13, 2009 by Oréiv

(12)Includes 1,011,683 shares issuable upon the eravtisarrants, the provisions of which restrict gxercise of such
warrants to the extent that, upon such exercigentimber of shares that are beneficially owneduoy $iolder and its
affiliates and any other persons or entities withialr such holder would constitute a Section 13¢tbtp,” would exceed
9.99% of the total number of shares of our comntooksthen outstanding. Beneficial ownership infotioris based on a
Schedule 13G/A filed with the SEC on February I2,®by Quogue Capital LLC and Wayne P. RothbawsRiesident.
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INTERESTS OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON

As discussed above, Jonathan Leff, Nishan de SidbAndrew Ferrer were each appointed to the Bfmdliaiving their
designation by the Warburg Pincus Purchasers agdeafor in the Investment Agreement, which grdrtee Warburg Pincus
Purchasers the right to designate five individbalserve as directors of the Company. Mr. Leff Member and Managing
Director of Warburg Pincus LLC (“WP LLC"), a New Ylolimited liability company that manages eachha Warburg Pincus
Purchasers, and Dr. de Silva and Mr. Ferrer ardames of WP LLC. Mr. Leff may be deemed to havenatirect pecuniary
interest (within the meaning of Rule 16a-1 of theliange Act) in an indeterminate portion of theusiées of the Company
owned by the Warburg Pincus Purchasers. Mr. Laffldims beneficial ownership of such securitiesepkto the extent of any
indirect pecuniary interest therein. Prior to tidrginto the Investment Agreement, the Companyragrevious relationship
with the Warburg Pincus Purchasers.

Dr. Howard Furst, who was appointed to the Boarbéeember 2009, is a partner at Deerfield Managéraeraffiliate of
the Deerfield Purchasers, and thus has an indiresest in the economic value of the DeerfielddPasers’ investment in the
Company. Prior to the entry into the Investmente®&gnent, the Company and the Deerfield Purchasdrprieaiously entered
into a Facility Agreement dated October 30, 20@# girovided for the Company to borrow from the Dietd Purchasers up to
an aggregate of $30,000,000, of which the princmabunt of $27,500,000 is currently outstanding iarecured by a senior
security interest in all Company assets. In additthe 40,000 shares of Series A-1 Preferredissajpursuant to the
Investment Agreement, the Deerfield Purchasersflogey own approximately 18.9 million shares tiet Company’s common
stock.

WHERE YOU CAN FIND MORE INFORMATION

The SEC maintains a website that contains reportsy and information statements and other inforomategarding us and
other issuers that file electronically with the S&@ww.sec.gov . Our proxy statements, annual reports on Form 1Qtérterly
reports on Form 10-Q and current reports on Foi) 8 well as any amendments to those reportg\aigable free of charge
through the SEC’s website. Stockholders may alad emnd copy materials that we file with the SE@atSEC’s Public
Reference Room at 100 F Street, NE, Washington2@8219. Stockholders may obtain information on tpheration of the
Public Reference Room by calling the SEC at 1-8BG-$330. On June 11, 2010, we filed a current temoi~orm 8-K
reporting the execution of the Investment Agreenagt describing the Financing Transaction. A copiyhe Investment
Agreement and the related documents describedsiptoxy statement are filed as exhibits to sucin8-K.

OTHER MATTERS

The Board of Directors does not intend to presetti@Special Meeting any other matter not refetecegbove and does not
presently know of any matter that may be preseatdke Special Meeting by others. However, if otiatters properly come
before the Special Meeting, it is the intentiorthad persons named in the enclosed proxies to kietproxy in accordance with
their best judgment.

By Order of the Board of Directors,
HANA BIOSCIENCES, INC.
/s Seven R. Deitcher

Steven R. Deitcher, M.D.
President and Chief Executive Officer
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Appendix A

FORM OF
CERTIFICATE OF AMENDMENT

OF
AMENDED AND RESTATED CERTIFICATE OF INCORPORATION
OF

HANA BIOSCIENCES, INC.

Hana Biosciences, Inc., a corporation organizedextigting under and by the virtue of the Delawaen&al Corporation
Law, through its duly authorized officer and bylarity of its Board of Directors does hereby cegrtif

FIRST: That the name of the corporation is Hana Biosmeninc., formerly known as Hudson Health Scienlces
(the “Corporation”). The date of filing of its ofital Certificate of Incorporation with the Secretaf State of the State of
Delaware was December 6, 2002. The date of filingscAmended and Restated Certificate of Incorporawith the
Secretary of State of the State of Delaware wase8dper 24, 2004, as amended on December 21, 26G8r@nded, the
“Certificate of Incorporation”).

SECOND: That the Board of Directors of the Corporatiofydadopted resolutions setting forth proposed amerds
(the “Certificate of Amendment”) to the Certificaié Incorporation, declaring said amendments tadwsable and
directing that said amendments be submitted tstiekholders of the Corporation for consideratimgréof. The resolutions
setting forth the proposed amendments are as fellow

RESOLVED, that the Amended and Restated Certifioatacorporation of the Corporation shall be ameshdy
changing the Article thereof numbered “4. Numbe8hbares” so that, as amended, the first paragrbgdia Article
shall be and read as follows:

“The total number of shares of all classes of stbel the Corporation shall have authority to isisuthree Hundred
Sixty Million (360,000,000) shares consisting ofirée Hundred Fifty Million (350,000,000) sharesommon stock,
par value $0.001 per share (“Common Stock”); and Wélion (10,000,000) shares of preferred stock; palue $0.001
per share (“Preferred Stock”). Upon the effectivenef the Certificate of Amendment of Amended ardtRted
Certificate of Incorporation, every share of the@wation’s issued and outstanding Common Stoaky@ding without
limitation treasury shares and any shares of Com&took issued or issuable upon conversion of thiecsized shares
of Preferred Stock) shall, automatically and withany action on the part of the holder thereofrdmassified and
changed into One-Fourth (1/4) of a share of the @omStock, par value $0.001 per share. The nunfteutborized
shares of Common Stock may be increased or decrbégsthe affirmative vote of the holders of a mayoof the issued
and outstanding Common Stock and Preferred Stottkgr/together as a single class, and the holde@oaimon Stock
shall not be entitled to any separate class votetfmection with any increase or decrease of tijeeggte number of
authorized shares of Common Stock, notwithstanttiegorovisions of Section 242(b)(2) of the Delaw@emneral
Corporation Law, as amended from time to tint®.”

(1) Assumes stockholder approval of each of thegl@harter Amendment Proposals. The Board restreeght to abandon
the amendment of the certificate of incorporatioonie or more of the Charter Amendment Proposasat approved by tl
stockholders; alternatively, the Board may eleqirmceed with the amendment of the certificatenobirporation to the
extent approved by the stockholders, in which ¢hasd-orm of Certificate of Amendment would be redisccordingly.
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THIRD: That thereafter, pursuant to resolution of itaBbof Directors, a special meeting of stockholddrthe
Corporation was duly called and held upon noticadoordance with Section 222 of the Delaware Gé@mgoration Law
at which meeting the necessary number of sharesgagred by statute were voted in favor of the ifleate of Amendment.

FOURTH: That the foregoing Certificate of Amendment wab/didopted in accordance with the provisions of
Section 242 of the Delaware General Corporation.Law

IN WITNESS WHEREOF, the Corporation has caused@gmigificate of Amendment to be signed by Steveb&itcher, its
Chief Executive Officer, effective as of 01D.

HANA BIOSCIENCES, INC.
By:

Name: Steven R. Deitcher
Title: Chief Executive Officer
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Appendix B

Analysis of Opinion of Roth Capital Partners, LLC

The Board and Special Committee retained Roth tastheir financial advisor in connection with thloration of
alternative transactions and, if requested, toeetmthe Board an opinion as to the fairness, fadimancial point of view, of
the Financing Transaction. On June 4, 2010, Rattewed its opinion to the Board that, as of Jur040, and based upon and
subject to the factors and assumptions set fontbimethe consideration to be received by the Compaursuant to the terms of
the Investment Agreement was fair from a finanpi@ht of view to the Company.

The full text of Roth’s written opinion, dated June4, 2010, which sets forth, among other things, theessumptions
made, procedures followed, matters considered anditations of the scope of review undertaken by Rdtin rendering
its opinion, is attached as Appendix C and is inc@orated in its entirety herein by reference. You ae urged to, and
should, carefully read the Roth opinion in its entiety. The Roth opinion addressed only the fairnessrom a financial
point of view, of the consideration to be receivelly the Company pursuant to the terms of the Agreems, as of the date
of the opinion. Roth’s opinion was prepared soleljor the information of the Board for its use in comection with its
consideration of the Financing Transaction and wasot intended to be, and does not constitute, a resonendation to any
stockholder of the Company as to how such stockhadd should vote on any matter relating to the Finaning Transaction
or any other matter. Roth was not requested to opia as to, and Roth’s opinion does not address, thelative merits of
the Financing Transaction or any alternatives to tle Financing Transaction, the Company’s underlying dcision to
proceed with or effect the Financing Transaction, pany other aspect of the Financing Transaction.

In connection with rendering the opinion describbdve and performing its related financial analyBegh, among other
things:
< reviewed and analyzed the financial terms ofreey 2010 draft of the Investment Agreement, dbageconcurrent
drafts of the certificates of designation for thexi€s A-1 Preferred Stock and the Series A-2 PredieBtock;
< reviewed and analyzed certain financial and otla¢a with respect to the Company which was pubbehilable;

« reviewed and analyzed certain information, inglgdinancial forecasts, relating to the businessnings, cash flow,
assets, liabilities and prospects of the Compaatiere furnished to Roth by the Company and tliléyabf the
Company to continue in operation if the Financimgnkaction is not consummated;

e conducted discussions with members of senior gemant and representatives of the Company concgfimiancial
and other data with respect to the Company which pusblicly available and certain information, irgilug financial
forecasts, relating to the business, earnings, ftash assets, liabilities and prospects of the @any that were
furnished to Roth by the Company;

- reviewed and analyzed the pro forma ownershigctire of the Company after giving effect to thegmsed Financing
Transaction;

e contacted other potential investors and stratpgities regarding an investment in or acquisitibthe Company;

e considered the fact that, absent the proposeahEing Transaction, the Company would be requivezktise operation
and to liquidate its assets; and

- performed such other analyses and consideredaheh factors as Roth deemed appropriate for tinggse of
rendering the Roth opinion.
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The following is a summary of the material finah@nalyses performed by Roth in connection withpgheparation of its
fairness opinion, which opinion was reviewed whib Board at a meeting held on June 4, 2010 andaltyrmielivered in
writing later that day. The preparation of analyaed a fairness opinion is a complex analytic pssdevolving various
determinations as to the most appropriate and aatawethods of financial analysis and the applicatif those methods to the
particular circumstances and, therefore, this summaes not purport to be a complete descriptiothefanalyses performed by
Roth or its presentation to the Board on June 4020

This summary includes information presented in labformat. In order to fully understand the fina@nalyses presented
by Roth, the tables must be read together withekiof each analysis summary and considered dsoéewThe tables alone do
not constitute a complete summary of the finanamlyses. Considering any portion of such analgedsof the factors
considered, without considering all analyses antbfa, could create a misleading or incomplete vaéthe process underlying
Roth’s opinion. The order in which these analysespaesented below, and the results of those amlghould not be taken as
any indication of the relative importance or weighten to these analyses by Roth or the Board. jib@® otherwise noted, the
following quantitative information, to the extehgt it is based on market data, is based on mdekatas it existed on or before
June 4, 2010, and is not necessarily indicativeuofent market conditions. Due to the Company’satigg cash flow and the
limited alternatives to the Financing Transacti@oth did not perform analyses typical of a traditibvaluation analysis such as
discounted cash flow analysis, comparable trarmastand trading comparables.

Financing Process

Prior to Roth’s engagement, the Company reachetbdl®0 targets and received a term sheet fromiMthibourg Pincus
Purchasers with an offer to invest up to $100 onillin convertible preferred stock.

Roth was engaged by the Board on May 11, 2010distete Board and Special Committee in obtainifigancing
alternative or strategic proposal. Pursuant to fhatess, Roth contacted 24 targets in connectitinbeth potential financing
and strategic transactions and did not receivei@my sheets as of June 4, 2010. For potential ¢iahparties, a major gating
factor was the increased risk of the investmenttdube preferential and senior treatment of then@any’s outstanding
indebtedness owed to the Deerfield Purchaserslditian, the short time frame to complete a tratisaalue to the Company’s
diminished capital resources was among the majimgyéactors for many strategic parties approadhe&oth.

The Financing Transaction provided the Company wétlonly viable alternative to bankruptcy duelie Company’s lack
of alternative options.

Proposed Transaction

Subsequent to the Company’s receipt of the terratdbethe Financing Transaction from the WarbuirgcBs Purchasers,
the Deerfield Purchasers joined as an additionadstor to the Financing Transaction. The Investndgmeement provides for,
among other things:

e $40 million invested upon the date of executiBer{es A-1 Preferred Stock).

°  Prior to stockholder approval of the Charter Adraent, the stated value of the Series A-1 Prefestedk will have
an annual accretion rate of 12% (increasing by GaB%ually for a seven year term) and, subjecteaoetiheing shares
of common stock available for issuance, be corllertnto common stock at an effective price of 884 per share,
which represents 70% of the applicable conversimemf the Series A-1 Preferred Stock followingciktholder
approval of the Charter Amendment (as describeaWjeland at the end of the seven year term theSar1
Preferred Stock will provided for an annual cashd#ind of 15.5%, payable quarterly;
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° Upon stockholder approval of the Charter Amendni@ssuming such approval occurs on or before dte tthat is 6
months after the date of the Investment Agreemér)stated value of the Series A-1 Preferred Stdltthave an
annual accretion rate of 9% (compounding quartanky the fifth anniversary of issuance) and wil bonvertible
into common stock at an effective price of $0.184 ghare, which represents 80% of the last closdthe price of the
common stock prior to the execution date of thestment Agreement.

< At any time prior to receipt by the Warburg Pia®Rurchasers of notice that the Company has éicgtived approval
from the FDA for any of certain specified produ@tdich we refer to herein as the Marketing Appravate), the
Warburg Pincus Purchasers have the right to edeatitchase up to $20 million (in $10 million traeeh of Series A-1
Preferred Stock.

« Atany time beginning 15 days and within 120 dipfowing the Marketing Approval Date, the WarbwPcus
Purchasers will have the right to elect to purchgs& $40 million of Series A-2 Preferred Stodkstbckholder
approval of the Charter Amendment is not obtaingthk date that is six months following the date¢haf Investment
Agreement, however, the Purchasers will insteaa hlag right to purchase additional shares of thieSé-1 Preferred
Stock.

° The Series A-2 Preferred Stock would have a cmive price equal to $0.276, which represents 160%e
applicable conversion price to the Series A-1 RreteStock if the Company’s stockholders approeeGharter
Amendment prior to the date that is six monthsofeihg the date of the Investment Agreement. Theritgrms of
the Series A-2 Preferred Stock would be the santleeaSeries A-1 Preferred Stock.

« Holders of the Series A-1 and Series A-2 Prete8tock will vote with the common stock as a singéess but have
certain consent rights as set forth in their reSpecertificates of designation.

e The Warburg Pincus Purchasers have the righppoiat five of nine individuals to the Company’sdd.

Operational Background

On October 8, 2009, the Company completed a prpaisement of shares of its common stock and wesrtarpurchase
additional common stock, which resulted in net gasiteeds of approximately $11.7 million. This saction was structured as
a PIPE with the shares of common stock being prated53% discount to market and 10% warrant caerahese funds were
used to support the completion of the Company’shirALLy trial for Margibo.

On November 5, 2009, the Company'’s former chiedritial officer tendered his resignation, effectd@ember 15, 2009.

On December 7, 2009, the Company announced Pheselly data for Margibo. Following the announcemeffithe data,
the trading price of the Company’s common stockelesed by 44%.

As of May 31, 2010, the Company had approximatély $nillion in cash, which was expected to lasiluhe week of June
21, 2010 based on the Company'’s projected casliresgents. Additionally, the Company had accounisapée of nearly $1
million, which increased the pressure on the Comijsdinancial position.

Without the Financing Transaction contemplatedigylhvestment Agreement, the Company would not haes able to
move forward with its lead clinical programs. Then@pany requires significant capital to advancéfitssgibo and Menadione
development programs through completion of theipeetive NDA submissions. To move these developmpegrams forward
through the end of the fourth quarter of 2011,Gloenpany may require between approximately $55-6omi excluding
milestone payments related to the developmenteoCiimpany’s product candidates.
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As of March 31, 2010, the Company had approximatéy million shares of common stock outstanding dully diluted
basis.

Capitalization as of March 31, 2010

Shares Outstanding 79,788,26
Warrants 14,743,25
Stock Options 8,757,70!
Total shares 103,289,22

In the event of a bankruptcy, the assets of the gzmy would likely be insufficient to pay the outstiéng obligations owed
to the Deerfield Purchasers under the October Ry facility agreement, as well as the Companifiocreditors, resulting

in no liquidating distribution to stockholders.

Notes Payable

9.85% Deerfield Notes, Due Oct. 2013

Dilution / Liquidation Analysis: Assuming Stockholder Approval of Charter Amendment

Upon the Company’s receipt of stockholder appro¥dhe proposed Charter Amendment discussed impthisy statement,

$27,500,00

the potential dilution to stockholders resultingrr the Financing Transaction ranges from approxéma#i8% to 83%,
depending on the aggregate amount invested.

Assuming Stockholder Approval of Charter Amendment

As of June 4, Initial Second Third Subsequent
2010 Tranche Tranche Tranche Investment

Investments by Purchasers — $ 40,000,00 $ 10,000,00 $ 10,000,00 $ 40,000,00
Conversion Share Price — 0.1¢ $ 0.1¢ $ 0.1¢ $ 0.2¢
Diluted Shares Outstanding
Common Shares 79,788,26. 79,788,26 79,788,26 79,788,26 79,788,26
Options 8,757,70! 8,757,70! 8,757,70! 8,757,70! 8,757,70!
Warrants 14,743,25 14,743,25 14,743,25 14,743,25 14,743,25
Series A Preferred — 217,391,30 271,739,13 326,086,95 471,014,49
Series A Preferred Accretion — — 21,195,65 22,895,38 26,371,32
Total 103,289,22 320,680,52 396,224,00 452,271,55 600,675,03
% Ownership (Fully Diluted)
Common Shares 77.2% 24.%% 20.1% 17.€% 13.2%
Options 8.5% 2.1% 2.2% 1.€% 1.5%
Warrants 14.5% 4.6% 3.7% 3.5% 2.5%
Series A Preferred 0.C% 67.% 68.6% 72.1% 78.2%
Series A Preferred Accretion 0.C% 0.C% 5.2% 5.1% 4.0%
Total 100.(% 100.(% 100.(% 100.(% 100.(%
Additional Dilution to

Common (based on fully

diluted shares) 0.0% 67.8% 73.9% 77.2% 82.8%

subsequent investment within 21 months from the dathe Agreement.

The Company’s stock closed at $0.23 on June 4020

Assumes 3 months of 12% annual accretion onrifteli tranche prior to stockholder approval.

Assumes the second tranche is exercised withimagths and the third tranche is exercised witlsimbnths along with the

This analysis excludes the impact on Deerfieldlsrent ownership due to their 10% participatiothia transaction.
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Based on the investment and associated dilutidm tivé various tranches assuming stockholder appi®veceived, the
estimated post-money value per diluted share rainges$0.19 to $0.21.

Pro-Forma Assuming Stockholder Approval

Initial Second Third Subsequent

Tranche Tranche Tranche Investment

Market Cap at 6/4/10 $ 23,756,52 $ 23,756,52 $ 23,756,52 $ 23,756,52

Cumulative Investment $ 40,000,00 $ 50,000,00 $ 60,000,000 $100,000,00

Total Post-Money Value $ 63,756,52 $ 73,756,52 $ 83,756,52 $123,756,52

Diluted Shares 103,289,22 103,289,22 103,289,22 103,289,22

Post Money Per Share Value $ 0.6z $ 0.71 $ 0.81 $ 1.2C
Dilution 68% 74% 7% 83%

Post-Money Value Per Sharé?)  $ 02 % 01¢ % 01¢  $ 0.21

* Market cap is based on fully diluted shares.
* The Company'’s stock closed at $0.23 on June 2020
* This analysis excludes the impact on Deerfieltlisrent ownership due to their 10% participatiothia transaction.
(1) Estimated post-money value per diluted share
Dilution / Liquidation Analysis: Assuming No Stockholder Approval
In the event the Company’s stockholders do not@ampthe Charter Amendment by December 7, 201(Qydkential dilution

to stockholders resulting from the Financing Tratisa ranges from approximately 75% to 89%.

Assuming No Stockholder Approval of Charter Amendmat

Warburg Investments
Conversion Share Price
Diluted Shares Outstanding
Common Shares

Options

Warrants

Series A Preferred

Series A Preferred Accretion
Total

% Ownership (Fully Diluted)
Common Shares

Options

Warrants

Series A Preferred

Series A Preferred Accretion
Total

Additional Dilution to
Common (based on fully
diluted shares)

Initial Second Third Subsequent

Current Tranche Tranche Tranche Investment
— $ 40,000,00 $ 10,000,00 $ 10,000,00 $ 40,000,00
— $ 0.1¢ $ 0.1% $ 0.1% $ 0.1z
79,788,26 79,788,26 79,788,26 79,788,26 79,788,26
8,757,70! 8,757,70! 8,757,70! 8,757,70! 8,757,70!
14,743,25 14,743,25 14,743,25 14,743,25 14,743,25
— 310,559,00 388,198,75 465,838,50 776,397,51
— — 37,267,08 40,857,91 48,264,022
103,289,22 413,848,22 528,755,05 609,985,64 927,950,75

77.2% 19.2% 15.1% 13.1% 8.€%

8.5% 2.1% 1.7% 1.4% 0.€%

14.2% 3.€% 2.8% 2.4% 1.€%

0.C% 75.(% 73.£% 76.4% 83.7%

0.C% 0.C% 7.C% 6.7% 5.2%

100.(% 100.(% 100.(% 100.(% 100.(%
0.0% 75.0% 80.5% 83.1% 88.9%



Assumes the second tranche is exercised withimagths and the third tranche is exercised witlsimbnths along with the
subsequent investment within 21 months from the dathe Agreement.

The Company’s stock closed at $0.23 on June 4020

This analysis excludes the impact on Deerfieldlsrent ownership due to their 10% participatiothia transaction.




Based on the investment and associated dilutidm tivé various tranches contemplated by the Fingrtiansaction and
assuming stockholder approval of the Charter Amednis not received by December 7, 2010, the estithgost-money value

per diluted share ranges from $0.13 to $0.15.

Pro-Forma Assuming No Stockholder Approval

Initial Second Third Subsequent

Tranche Tranche Tranche Investment
Market Cap at 6/4/10 $ 23,756,52 $ 23,756,52 $ 23,756,52 $ 23,756,52
Cumulative Investment $ 40,000,00 $ 50,000,00 $ 60,000,000 $100,000,00
Total Post-Money Value $ 63,756,52 $ 73,756,52 $ 83,756,52 $123,756,52
Diluted Shares 103,289,22 103,289,22 103,289,22 103,289,22
Stock Price $ 0.62 $ 0.71 $ 0.81 $ 1.2C
Dilution 75% 80% 83% 89%
Post-Money Value per Sharé)  $ 01t % 014 % 014  $ 0.12

* Market cap is based on fully diluted shares.

* The Company'’s stock closed at $0.23 on June 2020

* This analysis excludes the impact on Deerfieltisrent ownership due to their 10% participatiothia transaction.
(1) Estimated post-money value per diluted share

Liquidation

In the event of liquidation, the Company’s stocklesk would not receive any value due to the Compdiapilities. In
contrast, the full dilution associated with a $10illion cumulative investment with no stockholdgpaoval, would be $0.13
per share to stockholders based on the pro forreamoney valuation along with the potential besedissociated with the
advancement of the clinical programs.

Liquidation (Week of June 21, 2010)

(% in thousands, except per share data)

Cash $ 297
Cash Burn $ (375
Accounts Payable $ (167)
Deerfield Notes Payable $ (27,500
Estimated Wind Down Costs $ (750)
Cash Available to Stockholders $ (28,495
Diluted Shares Outstanding 103,28
Per Share Value —
Common Stock Price Assuming Dilution

(% in thousands, except per share data)

Market Cap at June 4, 2010 $ 23,751
Cumulative Investment $100,00(
Pro forma Post-Money Value $123,75
Diluted Shares Outstanding 103,28
Per Share Value $ 1.2
Assumed Transaction Dilution 89%
Assumed Diluted Value Per Share $ 0.12



* Market Cap based on fully diluted shares.

* This analysis excludes the impact on the Deatffelirchaser’s current ownership due to their 108tigiaation in the
Financing Transaction.




Miscellaneous

The summary set forth above does not contain a iengescription of the analyses performed by Rumthdoes
summarize the material analyses performed by Rotharidering its opinion. The preparation of a fegmopinion is a complex
process and is not necessarily susceptible togparialysis or summary description. Roth belietes its analyses and the
summary set forth above must be considered as &ewand that selecting portions of its analysesféh® summary, without
considering the analyses as a whole or all oféletofs included in its analyses, would create aariiplete view of the
processes underlying the analyses set forth ifRtite opinion. In arriving at its opinion, Roth catered the results of all of its
analyses and did not attribute any particular weiglany factor or analysis. Instead, Roth maddétermination as to fairness
on the basis of its experience and financial judgnadter considering the results of all of its aisaks. The fact that any specific
analysis has been referred to in the summary aisavet meant to indicate that this analysis wagmgigreater weight than any
other analysis.

Roth performed its analyses solely for purposgzro¥iding its opinion to the Board. In performirtg analyses, Roth made
numerous assumptions with respect to industry paidace, general business and economic conditichetier matters.

Roth’s opinion was one of many factors taken irdnsideration by the Board in making the determarato approve the
Investment Agreement and the Financing Transacliba.above summary does not purport to be a comgkscription of the
analyses performed by Roth in connection with thi@ion and is qualified in its entirety by refererto the written opinion of
Roth attached as Appendix C hereto.

In rendering its opinion, Roth relied upon and assd, without assuming liability or responsibilityrfindependent
verification, the accuracy and completeness ah&drmation that was publicly available or was fishred, or otherwise made
available, to it or discussed with or reviewed byav it. Roth further relied upon the assurancethe management of the
Company that the financial information provided t@n prepared on a reasonable basis in accordathciedustry practice
and that they were not aware of any informatiofaots that would make any information provided ttRincomplete or
misleading. Without limiting the generality of tferegoing, for the purpose of its opinion, Rothuased that with respect to
financial forecasts, estimates and other forwaakilegy information reviewed by it, that such infortioa had been reasonably
prepared based on assumptions reflecting the be®ntly available estimates and judgments of theagement of the
Company as to the expected future results of opasatind financial condition of the Company. Rotpressed no opinion as to
any such financial forecasts, estimates or forwaotting information or the assumptions on whichytixeere based. With the
consent of the Company, Roth relied on advice efuthtside counsel and the independent accountatiie Company, and on
the assumptions of the management of the Compartg, @l accounting, legal, tax and financial rejpgr matters with respect
to the Company and the Agreement.

Roth assumed that the Financing Transaction woeldompleted on the terms set forth in the dratheflnvestment
Agreement reviewed by Roth, without amendmentsveittd satisfaction of all covenants and conditiorihaut any waiver.
Roth assumed that all the necessary regulatoryogplsrand consents required for the Financing Betitn, including receipt
of stockholder approval, will be obtained in a mamnthat will not adversely affect the Company @& dontemplated benefits of
the Financing Transaction.

Roth did not perform any appraisals or valuatiohspecific assets or liabilities of the Company &ad not evaluated the
solvency of the Company. Roth did not undertakeiadgpendent analysis of any pending or threatétigdtion, regulatory
action, possible unasserted claims or other coatihfiabilities, to which the Company, or any afiespective affiliates, is a
party or may be subject. At the direction of thenany, and with its consent, Roth’s opinion madassumption concerning,
and therefore did not consider, the possible dessrof claims, or the outcomes or damages arisinigf any such matters.

Roth’s opinion was necessarily based on the inftionavailable to it and the facts and circumstareethey existed and
were subject to evaluation as of the date of theiop. Events occurring after the date of the amintould materially affect the
assumptions used by Roth in preparing its opiniRmth expresses no opinion as to the prices at whielCompany’s common
stock may trade following announcement of the Favam Transaction or at any future time. Roth hasumglertaken to reaffirm
or revise its opinion or
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otherwise comment upon any events occurring dfeedate of its opinion and does not have any ofidigao update, revise or
reaffirm its opinion.

Roth was not requested to opine as to, and thearpidoes not address, the relative merits of thaiéing Transaction or
any alternatives to the Financing TransactionGbmpany’s underlying decision to proceed with deefthe Financing
Transaction, or any other aspect of the FinanciragnJaction or the fairness of the amount or naititbe compensation to the
Company’s officer, directors or employees, or alags of such persons, whether or not relative éactinsideration to be
received by the Company.

Roth is a nationally recognized investment banKimg and is regularly engaged as a financial advis@onnection with
mergers and acquisitions, underwritings and seagralatributions of securities and private placetsehe Board selected
Roth to render its fairness opinion in connectidtithe transactions contemplated by the Agreeraerhe basis of its
experience and reputation in acting as a finaradsalsor in connection with financing for companieshe life sciences
industry.

Roth acted as financial advisor to the Companyimection with the Financing Transaction and inneantion with its
rendering of the fairness opinion has receivedeaofeb250,000 from the Company, none of which wagingent upon the
consummation of the Financing Transaction. In agidjitupon and subject to the completion of the Rairag Transaction, Roth
was paid a success fee of $150,000 and a fivewaaant to purchase, at an exercise price of $0e23hare, 217,391 shares of
the Company’s common stock. The Company has als®ddo indemnify Roth against certain liabiliteesd to reimburse it for
certain expenses in connection with its serviaeshé future, Roth may also provide other finana@isory and investment
banking services to the Company and its affilidesvhich Roth would expect to receive compensatioraddition, in the
ordinary course of its business, Roth and itsiafs may actively trade securities of the Comdanyts own account or the
account of its customers and, accordingly, maygttene hold a long or short position in such séms.
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Appendix C

ROTH CAPITAL PARTNERS, LLC
730 Fifth Avenue, 25th Floor
New York, New York 10019

June 4, 2010

Board of Directors

Hana Biosciences, Inc.

7000 Shoreline Court, Suite 370

South San Francisco, California 94080

Ladies and Gentlemen:

You have requested our opinion as to the fairfess a financial point of view, to Hana Bioscienckg. (the
“Company”), of the consideration to be receivedtey Company pursuant to the terms of the propasesstment Agreement
(the “Agreement”) to be entered into among the Camnyp Warburg Pincus Private Equity X, L.P. andaertf its affiliated
funds, Deerfield Private Design Fund, L.P. andaiertf its affiliated funds (collectively, the “legtors”). Capitalized terms
used herein have the respective meanings asctieeetd in the Agreement unless otherwise defineélime

The Agreement provides that, among other things|ritiestors will acquire (i) upon the executiorttaf Agreement (the
“Execution Date”) an aggregate of 400,000 sharegeefCompany’s Series A-1 Convertible PreferrectiStetated value $100
per share (the “Series A-1 Preferred Stock”), p¢ashare purchase price of $100 for an aggregathase price of
$40,000,000. Prior to receipt of the Stockholdepryval, the Series A-1 Preferred Stock will have fibllowing terms
(collectively, the “Original Series A-1 Terms”): &lSeries A-1 Preferred Stock would be convertible shares of the
Company’s Common Stock, par value $0.001 per sftlaee‘Common Stock”) at a conversion price of $@.p&r share (subject
to adjustment in certain circumstances) (the “@adjiSeries A-1 Conversion Price”). The stated valueach share of Series A-
1 Preferred Stock would accrete at a rate of 12@peum (increasing by 0.5% annually) for a sevearyerm, compounded
quarterly; thereafter the holders would be entitiedash dividends at a rate of 15.5% of the aedrstated value per annum,
payable quarterly. Upon the occurrence and duhiegcontinuance of a Special Triggering Event, teetion rate and the
dividend rate on the Series A-1 Preferred Stockldvmcrease by 3% per annum, compounded quartgdgn any liquidation
of the Company, holders of the Series A-1 Prefe8tatk would be entitled to receive a liquidatioefprence per share equal
to the greater of (i) 250% of the then-accretedialf the Series A-1 Preferred Stock and (ii) tm@ant which the holder
would have received if the Series A-1 PreferrediStuad been converted immediately prior to theidlgtion (at a conversion
price equal to 70% of the Original Series A-1 Casian Price). Similar rights would apply upon anlyaige of Control in the
Company (although the liquidation preference wdadctalculated assuming the liquidation occurretherseventh anniversary
of the date of issuance). In addition, under thigi®al Series A-1 Terms, if the Series A-1 PrefdrBtock remains outstanding
for six months, the holders would thereafter hdneertght to require the Company to redeem the Sdvié Preferred Stock at a
redemption price equal to the greater of (i) 25F%he then-accreted value of the Series A-1 PrefeBtock plus any unpaid
dividends accrued thereon or (ii) the then-curreatket value of the underlying Common Stock (assgnebnversion at a
conversion price equal to 70% of the Original SeAel Conversion Price).




Board of Directors
Hana Biosciences, Inc.

In the event that the Stockholder Approval is reeeion or prior to the Stockholder Approval Outdidige, the Series A-1
Preferred Stock will thereafter have the followbegms (the “Revised Series A-1 Terms”): The SefiesPreferred Stock
would be convertible into shares of Common Stock ednversion price of $0.184 per share (subjeatljostment in certain
circumstances) (the “Revised Series A-1 ConverBioce”). The stated value of each share of SeridsPkeferred Stock would
accrete at a rate of 9% per annum, compoundedeglyarfor a five-year term; thereafter cash dividenvould become payable
at a rate of 9% of the accreted stated value pauiranpayable quarterly. Upon the occurrence anihdahe continuance of a
Special Triggering Event, the accretion rate amddividend rate on the Series A-1 Preferred Stoollevincrease to 12% per
annum, compounded quarterly. Upon any liquidatibthe Company, holders of the Series A-1 Prefe8tutk would be
entitled to receive a liquidation preference perstequal to the greater of (i) 100% of the thesreted value of the Series A-1
Preferred Stock and (ii) the amount which the holdeuld have received if the Series A-1 Preferreati had been converted
immediately prior to the liquidation. Similar rightvould apply upon any Change of Control in the @any (although the
liquidation preference would be calculated assurtiegiquidation occurred on the fifth anniversafithe date of issuance).
Shares of Series A-1 Preferred Stock would noedeemable.

In the event that the Stockholder Approval is reegion or prior to the Stockholder Approval Outdidiee, certain of the
Investors will have the right, but not the obligaij to purchase (i) at any time prior to the Markgt®Approval Date, up to an
aggregate of 200,000 shares of Series A-1 Pref&taeck having the Revised Series A-1 Terms (indinas of at least 100,000
shares each) at a per share purchase price off§d88 aggregate purchase price of up to $20,000e0d (ii) at any time
beginning 15 days and within 120 days (subjeciteresion to the extent necessary to permit thestovs to receive any
required regulatory approvals) following the MarkgtApproval Date, up to an aggregate of 400,0G0eshof the Company’s
Series A-2 Convertible Preferred Stock, statedev&iL00 per share (the “Series A-2 Preferred Staok; collectively with the
Series A-1 Preferred Stock, the “Series A PrefeBttk”), at a per share purchase price of $10Glpare for an aggregate
purchase price of up to $40,000,000. The SeriesPhe2erred Stock will have the same terms as thésBe Series A-1 Terms,
except that the conversion price of the SeriesPreferred Stock will be equal to 150% of the thppligable Revised Series A-
1 Conversion Price.

If the Company does not receive the Stockholderréyal by the Stockholder Approval Outside Datetaiarof the
Investors would have the right, but not the oblgatto purchase (i) at any time prior to the Mairkg Approval Date, up to an
aggregate of 200,000 shares of Series A-1 Pref&teck having the Original Series A-1 Terms (imtfaes of at least 100,000
shares each) at a per share purchase price off§d86 aggregate purchase price of up to $20,000e0d (ii) at any time
beginning 15 days and within 120 days (subjecikteresion to the extent necessary to permit thestove to receive any
required regulatory approvals) following the MarkgtApproval Date, up to an aggregate of 400,0@0eshof Series A-1
Preferred Stock having the Original Series A-1 t&eanha per share purchase price of $100 per shaamfaggregate purchase
price of up to $40,000,000.

In the Agreement, the Investors will agree to derséandstill provisions and certain transfer riesbns with respect to any
Series A Preferred Stock acquired by them. Cedhthe restrictions will lapse if the Stockholdepgxoval is not received prior
to the Stockholder Approval Outside Date. The Ihweswill also have the right to participate intedém future offerings by the
Company.

The Company will agree to file and cause to becanmeremain effective at all times following thesfianniversary of the
Execution Date a registration statement coverieg3@ries A Preferred Stock and the Common Stockriyidg the Series A
Preferred Stock. The expenses of the filing of segfistration statement (including any expensah@investor) will be borne
by the Company.

In the Agreement, the Company will agree to payesdkonable out-of-pocket expenses incurred binthestor as well as
all applicable antitrust filing fees.
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In connection with our review of the transactionstemplated by the draft Agreement (the “Transac}icand in arriving at
our opinion, we have: (i) reviewed the financiahte of a draft of the Agreement dated June 4, 2840vell as drafts of the
certificates of designation for the Series A-1 Pnafd Stock and the Series A-2 Preferred Stochke@dlely, the “Draft
Transaction Documents™); (ii) reviewed certain fical and other data with respect to the Companiglmvas publicly
available, (iii) reviewed certain information, inding financial forecasts, relating to the businessnings, cash flow, assets,
liabilities and prospects of the Company that waraished to us by the Company and the abilitthef Company to continue in
operation if the Transaction is not consummated;ddnducted discussions with members of senioragament and
representatives of the Company concerning the msatscribed in clauses (ii) and (iii) above; @yiewed the pro forma
ownership structure of the Company after givingeffto the proposed Transaction; (vi) contacteémpiotential investors
regarding an investment in or acquisition of therpany; (vii) considered the fact that, absent tloppsed Transaction, the
Company would be required to cease operation aliquinlate its assets; and (viii) performed sudheotanalyses and
considered such other factors as we deemed apat®or the purpose of rendering our opinion.

We have relied upon and assumed, without assunahiljtly or responsibility for independent veriftdan, the accuracy and
completeness of all information that was publickaitable or was furnished, or otherwise made abtelato us or discussed
with or reviewed by or for us. We have further ased that the financial information provided hasrbpeepared on a
reasonable basis in accordance with industry p&céind that management of the Company is not asfaney information or
facts that would make any information provided sancomplete or misleading. Without limiting thengeality of the foregoing,
for the purpose of this opinion, we have assumatiwiith respect to financial forecasts, estimates@her forward-looking
information reviewed by us, that such informati@s fbeen reasonably prepared based on assumpfilectimg the best
currently available estimates and judgments ohth@agement of the Company as to the expected frestdts of operations
and financial condition of the Company. We expms®pinion as to any such financial forecastspestiés or forward-looking
information or the assumptions on which they weasel.

In connection with our opinion, we have assumedratidd upon, without independent verification, treeuracy and
completeness of all of the financial, legal, retprig, tax, accounting and other information prodde, discussed with or
reviewed by us. Our opinion does not address agsl,leegulatory, tax or accounting issues.

In arriving at our opinion, we have assumed thatekecuted documents for the Transaction (the ‘Saetion Documents”)
will be in all material respects identical to theal Transaction Documents reviewed by us. We halied upon and assumed,
without independent verification, that (i) the repentations and warranties of all parties set farthe Transaction Documents
and all related documents and instruments thatedeered to therein are true and correct, (ii) gaatty to the Transaction
Documents will fully and timely perform all of trewvenants and agreements required to be perforgneddh party, (iii) the
Transaction will be consummated pursuant to thagesf the Transaction Documents without amendntéetgto and (iv) all
conditions to the consummation of the Transactidhb& satisfied without waiver by any party of aognditions or obligations
thereunder. Additionally, we have assumed thathallnecessary regulatory approvals and consenigeddor the Transaction
will be obtained in a manner that will not adveysaffect the Company or the contemplated benefitb@Transaction.
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In arriving at our opinion, we have not performey appraisals or valuations of any specific assetmbilities (fixed,
contingent or other) of the Company, and have renlfurnished or provided with any such appraisaisaluations, nor have
we evaluated the solvency of the Company understatg or federal law relating to bankruptcy, ingsoley or similar matters.
The analyses performed by us in connection with dpinion were going concern analyses. We exprespimion regarding the
liquidation value of the Company or any other gnait the ability of the Company to operate as aaga@oncern, whether or not
the Transaction is consummated. Without limiting tfenerality of the foregoing, we have undertakemdependent analysis
of any pending or threatened litigation, regulatacyion, possible unasserted claims or other cgatitliabilities, to which the
Company or any of its affiliates is a party or nieeysubject, and at the direction of the Companyveititits consent, our
opinion makes no assumption concerning, and therefoes not consider, the possible assertion ohs|lautcomes or
damages arising out of any such matters.

This opinion is necessarily based upon the infoimnadvailable to us and facts and circumstancésegsexist and are
subject to evaluation on the date hereof; evertaroing after the date hereof could materially effftae assumptions used in
preparing this opinion. We are not expressing grgion herein as to the price at which shares oh@on Stock may trade
following announcement of the Transaction or at futyre time. We have not undertaken to reaffirrmemise this opinion or
otherwise comment upon any events occurring dfeedate hereof and do not have any obligation tatgp revise or reaffirm
this opinion.

We have been engaged by the Company to act asatscfal advisor in connection with the Transacto we will receive
fees from the Company for providing such servigeduding a separate fee for the provision of tipgion. Our fee for
providing this opinion is not contingent upon ttmsummation of the Transaction. The Company hasaaseed to indemnify
us against certain liabilities and reimburse uscfatain expenses in connection with our servitethe future, we may also
provide other financial advisory and investmentkiag services to the Company and its affiliatesvitich we would expect to
receive compensation. In addition, in the ordinayrse of our business, we and our affiliates ntdiyely trade securities of
the Company for our own account or the accountofcostomers and, accordingly, may at any time hadtwhg or short
position in such securities.

Consistent with applicable legal and regulatoryurements, Roth Capital Partners LLC has adoptdidips and
procedures to establish and maintain the indepemdefour research departments and personnelrésudt, our research
analysts may hold views, make statements or imévastmecommendations and/or publish research repittisespect to the
Company and the Transaction that differ from thewa of our investment banking personnel.

This opinion has been prepared solely for the mfdfon of the Board of Directors of the Companyifsrconfidential use
in connection with its consideration of the Trarigacand is not intended to be and does not casté recommendation to any
stockholder of the Company as to how such stoclkdtatiould vote on any matter relating to the Tratisa or any other
matter. Except with respect to the inclusion o$ thypinion in the Company’s proxy statement relatmthe Transaction in
accordance with our engagement letter with the Gampthis opinion shall not be disclosed, refet@gublished or otherwise
used (in whole or in part), nor shall any publiferences to us be made, without our prior writtepraval. This opinion has
been approved for issuance by the Roth CapitahBetiLC Fairness Opinion Committee.
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This opinion addresses only the fairness, frormarfcial point of view, to the Company of the pragabsonsideration to be
received by the Company in the Transaction and doeaddress the relative merits of the Transaciicany alternatives to the
Transaction, the Company’s underlying decisionrticped with or effect the Transaction, or any ottsgrect of the
Transaction. This opinion does not address thadas of the Transaction to the holders of any a&sscurities, creditors or
other constituencies of the Company. This opingonat a valuation of the Company or its assetsiprciass of securities of the
Company. We have not evaluated the solvency owfdire of the Company. We are not experts in, mwowd express an
opinion on, legal, tax, accounting or regulatosuiss. We do not express an opinion about the fsrakthe amount or nature
of any compensation payable or to be paid to arthebfficers, directors or employees, of the Conypavhether or not relative
to the Transaction.

Based upon and subject to the foregoing, it isoimion that the consideration to be received leyGompany pursuant to
the Transaction is fair, from a financial pointwiéw, to the Company as of the date hereof.

Sincerely,
ROTH CAPITAL PARTNERS LLC
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HANA BIOSCIENCES, INC.
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

ANNUAL MEETING OF STOCKHOLDERS
SEPTEMBER 2, 2010

ANNUAL MEETING OF STOCKHOLDERS OF

HANA BIOSCIENCES, INC.
FOLD AND DETACH HERE AND READ THE REVERSE SIDE

The undersigned, a stockholder of Hana Bioscierines,hereby appoints Steven R. Deitcher and Gfaigcarlson, and each of them, as proxies, with ful
power of substitution, to vote on behalf of the ersigned the number of shares which the undersigniden entitled to vote, at the Special Meetifg o
Stockholders of Hana Biosciences, Inc. to be hetshaheadquarters, located at 7000 Shoreline C8uite 370, South San Francisco, CA 94080, at018:6n.

(PDT), on September 2, 2010, and at any and aduadinents thereof, with all the powers which thdemigned would possess if personally presenhen t
manner directed herein.

This proxy will be voted as directed, or if no diretion is indicated, will be voted “ FOR” each of the proposals listed below. The Board ddirectors
recommends a vote “ FOR' each of the Proposals described below.

1. To authorize the amendment of our certificate obmporation to increase the number of authorized O FOR o o
shares of common stock from 200,000,000 to 350000, AGAINST ABSTAIN
2. To authorize the amendment of our certificate obnporation to effect a combination O FOR m} m}
(reverse split) of our common stock at a ratio vé-dor-four. AGAINST ABSTAIN
3. To authorize the amendment of our certificate obmporation to include a provision that the numberd FOR m} m}
of authorized shares of our common stock may beearsed or decreased by the affirmative vote ¢ AGAINST ABSTAIN

holders of a majority of the issued and outstandimmgmon stock and preferred stock, voting together
as one class, notwithstanding the provisions ofi&e@42(b)(2) of the Delaware General Corpora
Law:

(Continued, and to be marked, dated and signed, aine other side)




4. In their discretion, the Proxies are authorizeddte upon such other business
as may come before the Meeting.

Date , 2010

Signature

Signature of jointly held

Mark, sign and date your proxy card and return thie postage-paid envelope
provided.

Important Notice Regarding the Availability of Proxy Materials for the Special Meeting:
The proxy statement and the proxy card are availald at
http://hana.investorroom.com




