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Securities to be Registered to be Registered Price Per Share (1) Offering Price

Common Stock, $.001 par
par value 18,125,000 $0.155 $2,809,375

(1) This price is used solely for the purposes of computing the amount of the registrati
of the Securities Act and is estimated, based on the high and low prices of the common s

(2) Previously Paid.

The Registrant hereby amends this Registration Statement on such date or dates
as may be necessary to delay its effective date until the Registrant shall file
a further amendment which specifically states that this Registration Statement
shall thereafter become effective in accordance with Section 8(a) of the
Securities Act of 1933 or until the Registration Statement shall become
effective on such date as the Commission, acting pursuant to said Section 8 (a),
may determine.
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SUBJECT TO COMPLETION, DATED September 30, 2003.

The information in this Prospectus is not complete and may be changed. We may
not sell these securities until the registration statement filed with the
Securities and Exchange Commission is effective. This Prospectus 1is not an offer
to sell these securities and we are not soliciting offers to buy these
securities in any state where the offer or sale is not permitted.

PROSPECTUS
SAMARITAN PHARMACEUTICALS, INC.

18,125,000 Shares of Common Stock

This prospectus relates to the sale of up to 18,125,000 shares of our common
stock by Fusion Capital Fund II, LLC. Fusion Capital is sometimes referred to in
this prospectus as the selling stockholder. The prices at which Fusion Capital
may sell the shares will be determined by the prevailing market price for the
shares or in negotiated transactions. We will not receive proceeds from the sale
of our shares by Fusion Capital.

Our common stock is quoted on the Nasdag Over-The-Counter Bulletin Board under
the symbol "SPHC." On September 26, 2003, the last reported sale price for our
common stock as reported on the Nasdag Over-The-Counter Bulletin Board was $0.60
per share.

The selling stockholder is an "underwriter" within the meaning of the Securities
Act of 1933, as amended.

The securities offered in this prospectus involve a high degree of risk. You
should consider the "risk factors" beginning on page 5 before purchasing our
common stock.

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

The date of this prospectus is
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Unless otherwise specified, the information in this prospectus is set forth as
of September 30, 2003, and we anticipate that changes in our affairs will occur
after such date. We have not authorized any person to give any information or to
make any representations, other than as contained in this prospectus, in
connection with the offer contained in this prospectus. If any person gives you
any information or makes representations in connection with this offer, do not
rely on it as information we have authorized. This prospectus is not an offer to
sell our common stock in any state or other jurisdiction to any person to whom
it is unlawful to make such offer.

PROSPECTUS SUMMARY

The following summary highlights selected information from this prospectus and
may not contain all the information that is important to you. To understand our
business and this offering fully, you should read this entire prospectus
carefully, including the financial statements and the related notes beginning on
page F-1. When we refer in this prospectus to the "company," "we," "us," and
"our," we mean Samaritan Pharmaceuticals, Inc., a Nevada corporation, together
with our subsidiaries.

Our Company

Samaritan Pharmaceuticals, Inc. is a development stage biotechnology company
engaged in the research and development of novel therapeutic and diagnostic
products to treat chronic debilitating diseases such as Alzheimer's, Cancer,
central nervous system ("CNS") disorders, cardiovascular disease and HIV.

Our overall corporate strategy is to build a robust technology pipeline by (1)
In-licensing early-stage patented technologies from Academic Research Centers,
and (2) Focus on the discovery and the development of new drug compounds and
technology to add to our pipeline at Samaritan Laboratories, in collaboration
with Georgetown University.

Samaritan was formed in September 1994 and became public in October 1997. Our
principal executive offices are located at 101 Convention Center Drive, Suite
310, Las Vegas, Nevada 89109. Our telephone number is (702) 735-7001. The
address of our website is www.samaritanpharmaceuticals.com. Information on our
website is not part of this prospectus.

The Offering
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On April 22, 2003, we entered into a common stock purchase agreement with Fusion
Capital Fund II, LLC pursuant to which Fusion Capital agreed to purchase on each
trading day during the term of the agreement, $20,000 of our common stock or an
aggregate of $10.0 million. The $10.0 million of common stock is to be purchased
over a 25-month period, subject to a 6-month extension or earlier termination at
our discretion. The purchase price of the shares of common stock will be equal
to a price based upon the future market price of the common stock without any
fixed discount to the market price. Fusion Capital does not have the right or
the obligation to purchase shares of our common stock in the event that the
price of our common stock is less than $0.10.

We have authorized the sale and issuance of 18,125,000 shares of our common
stock to Fusion Capital under the common stock purchase agreement. We estimate
that the maximum number of shares we will sell to Fusion Capital under the
common stock purchase agreement will be 15,000,000 shares (exclusive of the
3,125,000 shares issued to Fusion Capital as the commitment fee) assuming Fusion
Capital purchases all $10.0 million of common stock.

Fusion Capital may not purchase shares of our common stock under the common
stock purchase agreement if Fusion Capital, together with its affiliates, would
beneficially own more than 9.9% of our common stock outstanding at the time of
the purchase by Fusion Capital. However, even though Fusion Capital may not
receive additional shares of our common stock in the event that the 9.9%
limitation is ever reached, Fusion Capital is still obligated to pay to us
$20,000 on each trading day, unless the common stock purchase agreement is
suspended, an event of default occurs or the agreement is terminated. Absent
these circumstances, Fusion Capital would have the right to acquire additional
shares in the future should its ownership subsequently become less than the
9.9%. Fusion Capital has the right at any time to sell any shares purchased
under the common stock purchase agreement that would allow it to avoid the 9.9%
limitation. Therefore, we do not believe that Fusion Capital will ever reach the
9.9% limitation.

Fusion Capital may terminate the common stock purchase agreement without any
liability or payment to us if:

o this registration statement is no longer effective,

o the trading of our common stock is suspended for three consecutive
days or is de-listed from its principal market,

o our transfer agent fails to deliver stock that Fusion entitled to for
five trading days,

o our material breach of the common stock purchase agreement,
o our default on the payment of $1.0 million or more, or

o upon the filing of a bankruptcy or insolvency proceeding.

RISK FACTORS

An investment in our common stock is highly speculative, involves a high degree
of risk, and should be made only by investors who can afford a complete loss.
You should carefully consider the following risk factors, together with the
other information in this prospectus, including our financial statements and the
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related notes, before you decide to buy our common stock. Our most significant
risks and uncertainties are described below; however, they are not the only
risks we face. These risks may cause our business, financial condition, or
results of operations to be materially adversely affected and the trading price
of our common stock to decline. This may result in you losing all or part of
your investment. As used in this prospectus, the terms "we," "us," "our," "the
Company" and "Samaritan" mean Samaritan Pharmaceuticals, Inc. a Nevada
corporation, unless the context indicates a different meaning.

Risks Related To Our Financial Condition

We Have A Limited Operating History With Significant Losses And Expect Losses To
Continue For The Foreseeable Future

We are a biopharmaceutical company in a research and development stage. We have
been unprofitable since our inception and have incurred significant losses. Our
net losses since inception on September 5, 1994 to June 30, 2003 were $19.1
million. We had net losses of $4.0 million in each of the last two years ended
December 31, 2002 and a net loss of $1.3 million in the six months ended June
30, 2003. These losses have resulted principally from costs incurred in our
research and development programs and from our general and administrative costs.
We expect to continue to incur losses and we may never be profitable. We have
derived no significant revenues from product sales or royalties. We do not
expect to achieve significant product sales or royalty revenue in the near
future and are not able to predict when we might do so. Furthermore we may never
do so. We expect to continue to incur substantial additional operating losses in
the future. These losses may increase significantly as we expand development and
clinical trial efforts although we prioritize our capital to technologies
closest to commercialization.

Even With Our Financing Arrangement With Fusion Capital, We May Require
Additional Financing To Sustain Our Operations

We will require substantial funds to sustain operations and to grow our
business. The amount of which will depend, among other things, on the rate of
progress and the cost of our research and product development programs and
clinical trial activities, the cost of preparing, filing, prosecuting,
maintaining and enforcing patent claims and other intellectual property rights,
and the cost of developing manufacturing and marketing capabilities, if we
decide to undertake those activities. The clinical development of a therapeutic
product is a very expensive and lengthy process and may be expected to utilize
$5 to $20 million over a three to six year development cycle. We currently do
not have available the financial resources to complete the clinical development
of any of our therapeutic products without a strategic partner. Although we
believe we could license the manufacturing and marketing rights to our products
in return for up-front licensing and other fees and royalties on any sales,
there can be no assurance that we will be able to do so in the event we seek to
do so. We need to obtain additional funds to develop our therapeutics products
and our future access to capital is uncertain. The allocation of limited
resources is an ongoing issue for us as we move from research activities into
the more costly clinical investigations required to bring therapeutic products
to market.

We only have the right to receive $20,000 per trading day under the agreement
with Fusion Capital unless our stock price equals or exceeds $0.45, in which
case the daily amount may be increased at our option. Generally, Fusion Capital
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shall not be obligated to purchase any shares of our common stock on any trading
days that the market price of our common stock is less than $0.10. Since we
initially registered 15,000,000 shares for sale by Fusion Capital pursuant to
this prospectus (excluding the total of 3,125,000 shares issuable to Fusion
Capital as a commitment fee), the selling price of our common stock to Fusion
Capital will have to average at least $0.67 per share for us to receive the
maximum proceeds of $10.0 million without registering additional shares of
common stock. Assuming a purchase price of $0.60 per share (the closing sale
price of the common stock on September 26, 2003), and the purchase by Fusion
Capital of the full 15,000,000 shares under the common stock purchase agreement,
proceeds to us would be $9,000,000.

The extent we rely on Fusion Capital as a source of funding will depend on a
number of factors including, the prevailing market price of our common stock and
the extent to which we are able to secure working capital from other sources. If
obtaining sufficient financing from Fusion Capital were to prove prohibitively
expensive, we will need to secure another source of funding in order to satisfy
our working capital needs. Even if we are able to access the full $10.0 million
under the common stock purchase agreement with Fusion Capital, we may still need
additional capital to fully implement our business, operating and development
plans. Other than the agreement with Fusion Capital, we do not have any
commitments or arrangements to obtain any such funds and there can be no
assurance that any additional funds, whether through exercise of warrants and
stock options, additional sales of securities or collaborative or other
arrangements with corporate partners or from other sources, will be available to
us upon terms acceptable to us or at all. If we are unable to obtain additional
financing we might be required to delay, scale back or eliminate certain of our
research and product development programs or clinical trials, or be required to
license third parties to commercialize products or technologies that we would
otherwise undertake ourselves, or cease certain operations all together, any of
which might have a material adverse effect upon us. If we raise additional funds
by issuing equity securities, dilution to stockholders may result, and new
investors could have rights superior to holders of shares purchased in this
offering. Should the financing we require to sustain our working capital needs
be unavailable or prohibitively expensive when we require it, the consequences
would be a material adverse effect on our business, operating results, financial
condition and prospects.

Risks Related To Our Business

We Are In The Development Stage And None Of Our Products Have Completed Clinical
Trials, And May Never Demonstrate Sufficient Safety And Efficacy In Order To Do
So.

All of our products are in the development stage and most of our products are in
the preclinical or research stage. We have only one product (SP001 and its
bioequivalent HIV drugs) currently in clinical trials which has recently
completed a phase II clinical trial. In order to achieve profitable operation we
must successfully develop, manufacture, introduce and market our products. The
time frame necessary to achieve market success for any individual product is
long and uncertain. The products currently under development by us will require
significant additional research and development and extensive pre-clinical and
clinical testing prior to application for commercial use. A number of companies
in the biotechnology and pharmaceutical industries have suffered significant
setbacks in clinical trials, even after showing promising results in early or
later stage studies or clinical trials. Although we have obtained some favorable
results to date in pre-clinical studies and clinical trials of certain of our
potential products, such results may not be indicative of results that will
ultimately be obtained in or throughout such clinical trials, and clinical
trials may not show any of our products to be safe or capable of producing a
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desired result. Additionally, we may encounter problems in our clinical trials
that will cause us to delay, suspend or terminate those clinical trials.

5

We Are Subject To Extensive Regulation Which Can Be Costly And Time Consuming
And Subject Us To Unanticipated Delays

All of our potential products and manufacturing activities are subject to
comprehensive regulation by the Food and Drug Administration (FDA) in the United
States and by comparable authorities in other countries. The process of
obtaining FDA and other required regulatory approvals, including foreign
approvals, is expensive and often takes many years and can vary substantially
based upon the type, complexity and novelty of the products involved.
Preclinical studies involve laboratory evaluation of product characteristics and
often animal studies to assess the efficacy and safety of the product. The FDA
regulates preclinical studies under a series of regulations called the current
Good Laboratory Practices regulations. If the sponsor violates these
regulations, the FDA, in some cases, may invalidate the studies and require that
the sponsor replicate them. Certain of our potential products may be novel, and
regulatory agencies may lack experience with them, which may lengthen the
regulatory review process, increase our development costs and delay or prevent
their commercialization. There is limited successful commercialization of
products based on technology such as ours. In addition, we have had only limited
experience in filing and pursuing applications necessary to gain regulatory
approvals, which may impede our ability to obtain timely FDA approvals, if at
all. We will not be able to commercialize any of our potential therapeutic
products until we obtain FDA approval, and so any delay in obtaining, or
inability to obtain, FDA approval could harm our business. We have not yet
sought FDA approval for any of our therapeutic products.

We Are Dependent on Georgetown University To Conduct Research And Development
And To Conduct Preclinical Studies, Which If Unavailable Would Impair Our
Ability To Commercialize Our Products

Our potential therapeutic products are not the result of our own internal basic
research but rather arise from our ability to license technologies from
Georgetown University. We are also dependent upon Georgetown University for all
preclinical studies. There can be no assurance that we will be able to obtain
these services from Georgetown University, or other third parties, on
commercially reasonably terms or at all, or that any or all of the contemplated
benefits from such collaborative arrangements will be realized. Failure to
obtain such arrangements would result in delays in the development of our
proposed products.

Technology With Respect To Therapeutics And Other Biopharmaceutical Fields Is
Rapidly Evolving, And There Can Be No Assurance Of Our Ability To Respond
Adequately

We are engaged in biopharmaceutical fields characterized by extensive research
efforts, rapidly evolving technology and intense competition from numerous
organizations, including pharmaceutical companies, biotechnology firms, academic
institutions and others. New developments are expected to continue at a rapid
pace in both industry and academia. We cannot assure you that research and
discoveries by others will not render any of our potential products obsolete,
uneconomical or otherwise unmarketable or unprofitable. In order to compete
successfully, we will need to complete the development of and obtain regulatory
approval of one or more of our products that keep pace with technological
developments on a timely basis. Any failure by us to anticipate or respond
adequately to technological developments will have a material adverse effect
upon our prospects and financial condition.
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Competition In Our Industry Is Intense And Many Of Our Competitors Have
Substantially Greater Managerial Resources Than We Have

Competition in our fields of research is intense and is accentuated by the rapid
pace of technological development. We do not have access to information
regarding the product development efforts of our competitors or the diseases
that such efforts target. It is likely that other companies are researching

and developing drugs to treat the same diseases or conditions that we are
targeting. These competitors may be using similiar or different biological

or metabolic processes or delivery systems. Many of our competitors have
substantially greater research and development capabilities and manufacturing,

marketing, financial and managerial resources than we do. Research and
discoveries by others may result in breakthroughs which may render our products
obsolete even before they generate any revenue. There are products currently

under development Dby others that could compete with the products that we are
developing. Competitors also may succeed in developing and marketing products

that are more effective than or marketed Dbefore our products. Our competitors
may develop safer or more effective therapeutic products, reach the market more
rapidly and thereby reduce the potential sales of our products, or establish

superior proprietary positions. We also anticipate that we will face increased
competition 1in the future as new companies enter our markets and as scientific
developments continue to accelerate. If any of our products receive marketing
approval, the 1inability of our products to compete effectively in the
marketplace will materially and adversely affect our business operations.

We Are Dependent Of Key Members Of Management

Our success is dependent upon the continued services and performance of Dr.
Janet Greeson, our chief executive officer; president and chairman; and Dr.
Vassilios Papadopoulos, our chief scientific officer. We do not maintain key man
insurance on either officer. We have a 5 year employment agreement with Dr.
Greeson that expires in 2006. The loss of their services could delay our product
development programs and our research and development efforts at Georgetown
University. In addition, the loss of Dr. Janet Greeson is grounds for
termination of the collaborations with Georgetown University. In addition,
competition for qualified employees among companies in the biotechnology and
biopharmaceutical industry is intense and we cannot assure you that we would be
able to recruit qualified personnel on acceptable terms to replace them.

We May Not Be Able To Adequately Protect Our Intellectual Proprietary Rights

Our patent strategy is to pursue patent protection in the U.S. and in major
developed countries for our technologies. As of the date hereof, we owned one
issued U.S. patent for SP00l and had eight pending patent applications from
Georgetown University in the U.S. to protect our proprietary methods and
processes. We have also filed corresponding foreign patent applications for
certain of these U.S. patent applications. As of the date here, our patent
portfolio outside the U.S. comprised of no issued patents and over eight pending
patent applications. The issued U.S. patent and pending patent application
relate to Alzheimer's, Cancer, Cardiovascular, and HIV indications and is based
on balancing and modulating the stress hormone cortisol, counteracting
cortisol's neurodegenerative and immunosuppressive properties. Our goal is to
obtain broad patent protection for our technologies and their related medical
indications. The patent on PROCAINE issued on September 1990, expires in
September 2008 but patent term extensions under the Hatch-Waxman Act may be
available to Samaritan for the lost opportunity to market and sell the invention
during the regulatory review process.



Edgar Filing: SAMARITAN PHARMACEUTICALS INC - Form SB-2/A

Our success will depend in significant part on our ability to obtain and
maintain elements of business protection practices, including but not limited to
U.S. patent protection for our licensed technologies, preservation and defense
of our trade secrets and proprietary rights, and operations that do not infringe
upon the proprietary rights of third parties. Because of the length of time and
expense associated with bringing new products through development and regulatory
approval to the marketplace, the pharmaceutical industry has traditionally
placed considerable importance on obtaining patent and trade secret protection
for significant new technologies, products and processes. We can't assure you
that patents will be issued from the patent applications we own, or have
licensed or that the patent issued to us will provide us with significant
protection against competitive applications or otherwise be commercially
valuable. In addition, patent law relating to certain of our fields of interest,
particularly as to the scope of claims in issued patents, is still evolving.
Patent positions may not be as strong as in other more well-established fields,
and it is unclear how this uncertainty will affect our patent rights.
Litigation, which could be costly and time consuming, may be necessary to
enforce any patents issued in the future to us or our licensors or to determine
the scope and validity of the proprietary rights of third parties. The issuance
of a patent is not conclusive as to its validity or enforceability and it is
uncertain how much protection, if any, will be given to our patents if we
attempt to enforce them and they are challenged in court or in other
proceedings, such as oppositions, which may be brought in foreign jurisdictions
to challenge the validity of a patent. A third party may challenge the validity
or enforceability of a patent after its issuance by the U.S. Patent and
Trademark Office. It is possible that a competitor may successfully challenge
our patents or that a challenge will result in limiting their coverage.
Moreover, the cost of litigation to uphold the validity of patents and to
prevent infringement can be substantial. If the outcome of litigation is adverse
to us, third parties may be able to use our patented invention without payment
to us. Moreover, it is possible that competitors may infringe our patents or
successfully avoid them through design innovation. To stop these activities we
may need to file a lawsuit. These lawsuits are expensive and would consume time
and other resources, even if we were successful in stopping the violation of our
patent rights. In addition, there is a risk that a court would decide that our
patents are not valid and that we do not have the right to stop the other party
from using the inventions. There is also the risk that, even if the wvalidity of
our patents were upheld, a court would refuse to stop the other party on the
ground that its activities are not covered by, that is, do not infringe, our
patents. Our competitive position is also dependent upon unpatented technology
and trade secrets which may be difficult to protect. We can't assure you that
others will not independently develop substantially equivalent proprietary
information and techniques which would legally circumvent our intellectual
property rights, that our trade secrets will not be disclosed or that we can
effectively protect our rights to unpatented trade secrets. As the biotechnology
industry expands and more patents are issued, the risk increases that our
potential products may give rise to claims that they infringe upon the patents
of others. Any such infringement litigation would be costly and time consuming
to us. As of the date hereof, Samaritan has no pending threats of litigation or
negotiations regarding patent issues, court challenges, or legal action.

We Are Exposed To Potential Liability Claims, And Our Insurance Against These
Claims May Not Be Sufficient To Protect Us

Our business exposes us to potential clinical trial and may in the future expose

us to product liability risks, which are inherent in the testing, manufacturing,
marketing and sale of pharmaceutical products. Although we carry a $2,000,000

10
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commercial general liability insurance policy, the company currently has no
specific clinical trial liability or product liability insurance. There can be
no assurance that the coverage the commercial general liability insurance policy
provides will be adequate to satisfy all claims that may arise. Regardless of
merit or eventual outcome, such claims may result in decreased demand for a
product, injury to our reputation, withdrawal of clinical trial volunteers and
loss of revenues. Thus, a clinical trial or product liability claim may result
in losses that could be material.

We Have Only One Source Of Supply For SP001 and its Bioequivalent HIV Drugs

We are currently dependent on one source of supply for SP001 and its
bioequivalent HIV drugs, the University of Iowa, and there would be a material
adverse effect on our business and prospects if we were unable to obtain
adequate supplies. University of Iowa manufactures the material in a facility
which adheres to current Good Manufacturing Practices, or cGMP, regulations
enforced by the FDA through its facilities inspection program. If our supplier
was unable to produce and provide us with SP001 and its biocequivalent HIV
product, especially of cGMP grade, we will be forced to identify an alternative
supplier or produce the product ourselves. In the case of the former, we
currently do not have an alternative supplier capable of meeting our needs and
might experience delays in replacing our supplier. We would be required to
design, in addition, if the suppliers produce an inadequate supply, or fail to
produce or deliver the product on a timely basis; our clinical testing may be
delayed, thereby delaying the submission of products for regulatory approval or
the market introduction and subsequent sales of our products. Any such delay may
lower our revenues and potential profitability and otherwise have a material
adverse effect on us.

Risks Related To Our Common Stock And To The Offering

The Sale Of Our Common Stock To Fusion Capital May Cause Dilution And The Sale
Of The Shares Of Common Stock Acquired By Fusion Capital Could Cause The Price
Of Our Common Stock To Decline

The purchase price for the common stock to be issued to Fusion Capital pursuant
to the common stock purchase agreement will fluctuate based on the price of our
common stock. All shares in this offering are freely tradable. Fusion Capital
may sell none, some or all of the shares of common stock purchased from us at
any time. We expect that the shares offered by this prospectus will be sold over
a period of up to 25 months from the date of this prospectus. Depending upon
market liquidity at the time, a sale of shares under this offering at any given
time could cause the trading price of our common stock to decline and to be
highly volatile. Fusion Capital may ultimately purchase all of the shares of
common stock issuable under the common stock purchase agreement, and it may sell
some, none or all of the shares of common stock it acquires upon purchase.
Therefore, the purchases under the common stock purchase agreement may result in
substantial dilution to the interests of other holders of our common stock. The
sale of a substantial number of shares of our common stock under this offering,
or anticipation of such sales, could make it more difficult for us to sell
equity or equity-related securities in the future at a time and at a price that
we might otherwise wish to effect sales.

Future Sales Of Common Stock Could Depress The Price Of Our Common Stock

Future sales of substantial amounts of common stock pursuant to Rule 144 under
the Securities Act of 1933 or otherwise by certain shareholders could have a

11
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material adverse impact on the market price for the common stock at the time.
There are presently approximately 55,690,903 outstanding shares of our common
stock held by shareholders which are deemed "restricted securities" as defined
by Rule 144 under the Securities Act. Under certain circumstances, these shares
may be sold without registration pursuant to the provisions of rule 144. In
general, under rule 144, a person (or persons whose shares are aggregated) who
has satisfied a one-year holding period may, under certain circumstances, sell
within any three-month period a number of restricted securities which does not
exceed the greater of one (1%) percent of the shares outstanding or the average
weekly trading volume during the four calendar weeks preceding the notice of
sale required by rule 144. In addition, rule 144 permits, under certain
circumstances, the sale of restricted securities without any quantity
limitations by a person who is not an affiliate of ours and has satisfied a
two-year holding period. Any sales of shares by shareholders pursuant to rule
144 may have a depressive effect on the price of our common stock.

The Market Price Of Our Common Stock Is Very Volatile And The Value Of Your
Investment May Be Subject To Sudden Decreases

The trading price for our common stock has been, and we expect it to continue to
be, volatile. For example, the closing bid price of our stock has fluctuated
between $0.11 and $0.75 per share since January 1, 2001. The price at which our
common stock trades depends upon a number of factors, including our historical
and anticipated operating results and general market and economic conditions,
which are beyond our control. Factors such as fluctuations in our financial and
operating results, the results of preclinical and clinical trials, announcements
of technological innovations or new commercial products by us or our
competitors, developments concerning proprietary rights and publicity regarding
actual or potential performance of products under development by us or our
competitors could also cause the market price of our common stock to fluctuate
substantially. In addition, the stock market has, from time to time, experienced
extreme price and volume fluctuations. These broad market fluctuations may lower
the market price of our common stock. Moreover, during periods of stock market
price volatility, share prices of many biotechnology companies have often
fluctuated in a manner not necessarily related to their operating performance.
Accordingly, our common stock may be subject to greater price volatility than
the stock market as a whole.

Our Common Stock Is Traded Over The Counter, Which May Deprive Stockholders Of
The Full Value Of Their Shares

Our common stock is quoted via the Over The Counter Bulletin Board (OTCBB). As
such, our common stock may have fewer market makers, lower trading volumes and
larger spreads between bid and asked prices than securities listed on an
exchange such as the New York Stock Exchange or the NASDAQ. These factors may
result in higher price volatility and less market liquidity for the common
stock.

A Low Market Price May Severely Limit The Potential Market For Our Common Stock

Our common stock is currently trading at a price substantially below $5.00 per
share, subjecting trading in the stock to certain SEC rules requiring additional
disclosures by broker-dealers. These rules generally apply to any non-NASDAQ
equity security that has a market price of less than $5.00 per share, subject to
certain exceptions (a "penny stock"). Such rules require the delivery, prior to
any penny stock transaction, of a disclosure schedule explaining the penny stock
market and the risks associated therewith and impose various sales practice
requirements on broker-dealers who sell penny stocks to persons other than
established customers and institutional or wealthy investors. For these types of
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transactions, the broker-dealer must make a special suitability determination
for the purchaser and have received the purchaser's written consent to the
transaction prior to the sale. The broker-dealer also must disclose the
commissions payable to the broker-dealer, current bid and offer quotations for
the penny stock and, if the broker-dealer is the sole market maker, the
broker—-dealer must disclose this fact and the broker-dealer's presumed control
over the market. Such information must be provided to the customer orally or in
writing before or with the written confirmation of trade sent to the customer.
Monthly statements must be sent disclosing recent price information for the
penny stock held in the account and information on the limited market in penny
stocks. The additional burdens imposed upon broker-dealers by such requirements
could discourage broker-dealers from effecting transactions in our common stock.

Because We Will Not Pay Dividends, Stockholders Will Only Benefit From Owning
Common Stock If It Appreciates

We have never paid dividends on our common stock and do not intend to do so in
the foreseeable future. We intend to retain any future earnings to finance our
growth. Accordingly, any potential investor who anticipates the need for current
dividends from his investment should not purchase our common stock.

10

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements within the meaning of the
"safe harbor" provisions of the Private Securities Litigation Reform Act of
1995. Such statements are based upon management's current expectations that are
subject to a number of factors and uncertainties that could cause actual results
to differ materially from those described in our forward-looking statements.
Such statements address the following subjects: our need for and ability to
obtain additional capital, including from the sale of equity and/or from federal
or other grant sources; our expected future losses; the sufficiency of cash and
cash equivalents; our ability to generate revenues; our ability to develop
commercially successful products, including our ability to obtain FDA approval
to initiate further studies of our potential products and our technologies; the
high cost and uncertainty of the research and development of pharmaceutical
products; the unpredictability of the duration and results of the U.S. Food and
Drug Administration's review of new drug applications; the possible impairment
of our existing, and the inability to obtain new, intellectual property rights
and the cost of protecting such rights as well as the cost of obtaining rights
from third parties when needed on acceptable terms; our ability to enter into
successful partnering relationships with respect to the development and/or
commercialization of our product candidates; our dependence on third parties to
research, develop, manufacture and commercialize and sell any products
developed; our ability to improve awareness and understanding of our company,
our technology and our business objectives; whether our predictions about market
size and market acceptability of our products will prove true; 