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December 22, 2005
Dear Stockholder:
     You are cordially invited to attend the annual meeting of the stockholders of Ligand Pharmaceuticals Incorporated,
to be held on Tuesday, January 31, 2006 at 9:00 a.m. local time at the La Jolla Marriott located at 4240 La Jolla
Village Drive, La Jolla, California 92037.
     Details of the business to be conducted at the annual meeting are given in the attached notice of annual meeting
and proxy statement.

Your vote is important, so even if you plan to attend the meeting, I encourage you to sign, date and return the
enclosed proxy promptly in the accompanying reply envelope or, if you prefer, you may vote by telephone or on the
internet. This will ensure your vote is counted whether or not you are able to attend. If you decide to attend the annual
meeting and wish to change your proxy vote, you may do so automatically by voting in person at the annual meeting.
     We look forward to seeing you at the annual meeting.

/s/ David E. Robinson
David E. Robinson
Chairman, President and Chief Executive
Officer

San Diego, California
YOUR VOTE IS IMPORTANT

     In order to assure your representation at the meeting, you are requested to complete, sign and date the enclosed
proxy or vote by internet or telephone as described in the enclosed proxy materials as promptly as possible. If you are
voting by mail, please return it in the enclosed envelope. You do not need to add postage if mailed in the United
States.
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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD TUESDAY, JANUARY 31, 2006

Dear Stockholder:
     The annual meeting of stockholders of Ligand Pharmaceuticals Incorporated (the �Company�) will be held at the La
Jolla Marriott located at 4240 La Jolla Village Drive, La Jolla, California 92037 on January 31, 2006 at 9:00 a.m., for
the following purposes:
1. To elect a Board of Directors for the following year. Management has nominated the following persons for election
at the meeting: David E. Robinson, Henry F. Blissenbach, Alexander D. Cross, John Groom, Irving S. Johnson, John
W. Kozarich, Daniel S. Loeb, Carl C. Peck, Jeffrey R. Perry, Brigette Roberts and Michael A. Rocca.
2. To approve an amendment to the Company�s 2002 Stock Incentive Plan, to increase the number of shares of the
Company�s common stock authorized for issuance by 750,000 shares, from 8,325,529 to 9,075,529 shares.
3. To ratify the selection of BDO Seidman, LLP as independent registered accounting firm for the fiscal year ending
December 31, 2005.
4. To transact such other business as may properly come before the meeting or any adjournment(s) thereof.
     Stockholders of record at the close of business on December 15, 2005 will be entitled to vote at the annual meeting.
The stock transfer books of the Company will remain open between the record date and the date of the meeting. A list
of stockholders entitled to vote at the annual meeting will be available for inspection at the offices of the Company
and at the meeting. Whether or not you plan to attend the annual meeting in person, please sign, date and return the
enclosed proxy in the envelope provided or, if you prefer, you may vote by telephone or on the internet. If you attend
the annual meeting and vote by ballot, your proxy will be revoked automatically and only your vote at the annual
meeting will be counted. The prompt return of your proxy will assist us in preparing for the annual meeting.

By Order of the Board of Directors

/s/ Warner R. Broaddus 
Warner R. Broaddus 
Vice President, General Counsel &
Secretary

San Diego, California
December 22, 2005
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LIGAND PHARMACEUTICALS INCORPORATED
10275 Science Center Drive
San Diego, California 92121
PROXY STATEMENT

FOR THE ANNUAL MEETING OF STOCKHOLDERS
JANUARY 31, 2006

     On behalf of the Board of Directors (the �Board�) of Ligand Pharmaceuticals Incorporated, (the �Company�), we are
asking for your proxy, to be used at the annual meeting of stockholders to be held on January 31, 2006. The annual
meeting will be held at 9:00 a.m. at the La Jolla Marriott located at 4240 La Jolla Village Drive, La Jolla, California
92037. Stockholders of record on December 15, 2005 are entitled to notice of and to vote at the annual meeting. This
proxy statement and accompanying proxy materials will be first mailed to stockholders on or about December 22,
2005.
What is the purpose of the annual meeting?
     At our annual meeting, stockholders will act on the items outlined in the Notice of Meeting that is attached to this
proxy statement. These include the election of directors, amending our Stock Incentive Plan to increase the authorized
share reserve and ratifying the appointment of our independent registered public accounting firm. In addition,
following the formal part of the meeting, management will report on the performance of the Company and will
respond to questions from our stockholders. An annual report for the year ended December 31, 2004, is enclosed with
this proxy statement.
Who can vote at the meeting?
     Only stockholders of record as of the close of business on the record date, December 15, 2005, are entitled to vote
the shares of stock they held on that date. Stockholders may vote in person or by proxy (see �How do I vote� below).
Each holder of shares of common stock is entitled to one vote for each share of stock held on the proposals presented
in this proxy statement. Our bylaws provide that a majority of all of the shares of the stock entitled to vote, whether
present in person or represented by proxy, will be a quorum for the transaction of business at the meeting. As of the
record date, there were 74,131,283 shares of common stock outstanding and only shares of one class of common stock
outstanding.
     All votes will be counted by an inspector of elections appointed for the meeting. The inspector will count
separately �yes� votes, �no� votes, abstentions and broker non-votes. Abstentions and broker non-votes are counted as
�present� when determining whether there is a quorum to transact business. Abstentions will be counted as votes on the
proposals discussed in this proxy statement and will have the same effect as �no� votes. However, broker non-votes will
not be counted as votes on any of the proposals.
How do I vote?

By Proxy Card
     If you complete and properly sign the enclosed proxy card and return it as instructed on the card, it will be voted as
you direct. If you are a registered stockholder and you attend the meeting, you may deliver your completed proxy card
in person. If you hold your shares in �street name� through a brokerage or other nominee, you will need to obtain a
proxy card from the institution that holds your shares.
     All shares represented by a proxy will be voted, and if a stockholder specifies a choice with respect to any item to
be acted upon, the shares will be voted in accordance with that choice. If no choice is indicated on the proxy card, the
shares will be voted in favor of the election of the nominees for director contained in this proxy statement, and in
favor of the two other proposals specified in the attached Notice of the Meeting, and in the discretion of the proxy
holders on any other matter that comes before the meeting.

1
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     You may revoke your proxy at any time before it is voted. It may be revoked by sending a notice of revocation or
another signed proxy with a later date to the Secretary of the Company at the Company�s principal executive offices,
10275 Science Center Drive, San Diego, California 92121. You may also revoke your proxy by attending the annual
meeting and voting in person.

By Telephone or Internet
     You may choose instead to vote by telephone or on the Internet. To vote by telephone or Internet, please follow the
instructions on the proxy materials enclosed with this proxy statement.

ITEMS TO BE VOTED ON AT THE MEETING
PROPOSAL NO. 1

ELECTION OF DIRECTORS
     The persons named below have been nominated by management to serve as directors of the Company until the next
annual meeting of stockholders and until their successors have been elected and qualified. Each person nominated for
election has agreed to serve if elected. The proxies received by the proxyholders will be voted for the nominees named
below. The 11 candidates receiving the highest number of affirmative votes of the shares entitled to vote at the annual
meeting will be elected directors of the Company. As of the date of this proxy statement, the Board of Directors is not
aware of any nominee who is unable to or will decline to serve as a director. If, however, any of those named are
unable to serve at the time of the annual meeting, the proxyholders will exercise discretionary authority to vote for
substitutes, subject to the Stockholders Agreement described below.
     Messrs. Loeb and Perry and Dr. Roberts (the �Third Point Designees�) were initially elected to the board of directors
on December 8, 2005 pursuant to a Stockholders Agreement the Company entered into on December 2, 2005 with
Third Point LLC and its affiliated entities. In addition, the Stockholders Agreement provides that the Third Point
Designees will be nominated and recommended for election to the board of directors at this January 2006 meeting and
that proxies would be solicited in their favor in connection with such nomination and recommendation.
Nominees

Year First
Name Offices Held Elected Director Age*

David E. Robinson
Chairman, President, Chief Executive
Officer and Director

1991 57

Henry F. Blissenbach (A) (C) (N) Director 1995 63

Alexander D. Cross, Ph.D. (A) Director 1991 73

John Groom (C) (N) Director 1995 67

Irving S. Johnson, Ph.D. (S) Director 1989 80

John W. Kozarich, Ph.D. (S) Director 2003 56

Daniel S. Loeb Director 2005 43

Carl C. Peck, M.D. (S) Director 1997 63

Jeffrey R. Perry Director 2005 45

Brigette Roberts, M.D. Director 2005 30
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Michael A. Rocca (A) Director 1999 61

*as of December 15, 2005
(A) Member of the Audit Committee

(C) Member of the Compensation Committee

(N) Member of the Nominating Committee

(S) Member of the Science and Technology Committee
2
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Business Experience of Director-Nominees

David E. Robinson has served as President, Chief Executive Officer and a Director since 1991. Since May 1996,
Mr. Robinson has also served as Chairman of the Board. Mr. Robinson was Chief Operating Officer at Erbamont, a
pharmaceutical company from 1987 to 1990. From 1984 to 1987 Mr. Robinson was President of Adria Laboratories,
Erbamont�s North American subsidiary. Before joining Erbamont he was employed in various executive positions for
more than 10 years by Abbott Laboratories, most recently as Regional Director of Abbott Europe. Mr. Robinson
received his B.A. in political science and history from MacQuaire University, Australia and his M.B.A. from the
University of New South Wales, Australia. Mr. Robinson is a Director of BIOCOM San Diego, the Biotechnology
Industry Organization and a private company.

Henry F. Blissenbach has served as a Director since May 1995 and currently serves as chair of the Board�s
Compensation Committee and is a member of the Audit and Nominating Committees. Dr. Blissenbach is currently
President and Chief Executive Officer of Bioscrip, Inc., a publicly-held specialty drug distribution and pharmacy
benefit management company (�Bioscrip�), a position he has held since March 2005. Mr. Blissenbach previously served
as Chairman and Chief Executive Officer and President and Chief Operating Officer of Chronimed, Inc. which he
joined in May 1997. Previously, Dr. Blissenbach served as President of Diversified Pharmaceutical Services, a
division of United Health Care, from 1992 to 1997 (now GlaxoSmithKline). He earned his Doctor of Pharmacy
(Pharm.D.) degree at the University of Minnesota, College of Pharmacy. He has held an academic appointment in the
College of Pharmacy, University of Minnesota, since 1981. Dr. Blissenbach currently serves also as a director of a
private company.

Alexander D. Cross, Ph.D. has served as a Director of Company since March 1991 and currently serves as a
member of the Board�s Audit Committee. Dr. Cross has been an independent consultant in the fields of
pharmaceuticals and biotechnology since January 1986. Dr. Cross served as President and Chief Executive Officer of
Zoecon Corporation, a biotechnology company, from April 1983 to December 1985, and Executive Vice President
and Chief Operating Officer from 1979 to 1983. Dr. Cross is a director of Nastech Pharmaceuticals, a publicly-owned
company and two private companies. Dr. Cross received his B.Sc., Ph.D. and D.Sc. degrees from the University of
Nottingham, England, and is a Fellow of the Royal Society of Chemistry.

John Groom has served as a Director since May 1995 and currently serves as chair of the Board�s Nominating
Committee and is a member of the Compensation Committee. In 2001, Mr. Groom retired as President and Chief
Operating Officer of Elan Corporation, plc (�Elan�) having served in that capacity since January 1997. Previously, he
was President, Chief Executive Officer and a Director of Athena Neurosciences, Inc. from 1987 until its acquisition
by Elan in July 1996. From 1960 until 1985, Mr. Groom was employed by Smith Kline & French Laboratories
(�SK&F�), a division of SmithKline Beckman (now GlaxoSmithKline). He held a number of positions at SK&F
including President of SK&F International, Vice President, Europe, and Managing Director, United Kingdom. Mr.
Groom currently also serves on the Board of Directors of Amarin Corporation, plc, a public comapny and is also a
director of a private company. Mr. Groom is a Fellow of the Association of Certified Accountants (UK).

Irving S. Johnson, Ph.D. has served as a Director since March 1989 and served as a member of the Board�s
Compensation and Nominating Committees until March 2005. He currently serves as a member of the Board�s Science
and Technology Committee and on the Scientific Advisory Board of the Company. Dr. Johnson has been an
independent consultant in biomedical research to, and has served as director of, a number of companies since 1989
including service on a number of board committees, including audit. Dr. Johnson has also advised both small and
multinational pharmaceutical companies, government and government organizations, institutes and venture capital
groups. From 1953 until his retirement in November 1988, Dr. Johnson held various positions with Eli Lilly &
Company, a pharmaceutical company, most recently as Vice President of Research from 1973 until 1988. Dr. Johnson
holds a Ph.D. in developmental biology from the University of Kansas and a B.S. in chemistry from Washburn
Municipal University.

John W. Kozarich, Ph.D. has served as a Director since March 2003 and currently serves as a member of the
Board�s Science and Technology Committee. Dr. Kozarich is President, and Chief Research & Development Officer
and a Director of ActivX Biosciences, which he joined in January of 2001. ActivX is a privately held biotechnology
company in La Jolla, California. From 1992 to 2001 Dr. Kozarich was vice president at Merck Research

3
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Laboratories, where he was responsible for a number of research programs. Dr. Kozarich is also a biotechnology
professor at the Scripps Research Institute, and previously held faculty positions at the University of Maryland and
Yale University School of Medicine. Dr. Kozarich earned his B.S. in chemistry from Boston College, his Ph.D. in
biological chemistry from the Massachusetts Institute of Technology, and was an NIH postdoctoral fellow at Harvard.

Daniel S. Loeb has served as a director since December 2005. Mr. Loeb is Founder and CEO of Third Point LLC,
an investment management firm founded in 1995. Third Point invests both long and short in securities involved in
event driven and special situations. In 1994, prior to founding Third Point, Mr. Loeb was Vice President of High Yield
sales at Citigroup, and from 1991 to 1993, he was Senior Vice President in the distressed debt department at Jefferies
& Co. Mr. Loeb began his career as an Associate in private equity at Warburg Pincus in 1984. Mr. Loeb is also
Chairman of the Board of American Restaurant Group and Director of Fulcrum Pharmaceuticals. Mr. Loeb graduated
with an A.B. in Economics from Columbia University.

Carl C. Peck, M.D. has served as a Director since May 1997 and currently serves as chair of the Board�s Science
and Technology Committee. Dr. Peck has been Professor of Pharmacology and Medicine and Director of the Center
for Drug Development Science at Georgetown University Medical Center since September 1994. Dr. Peck was
Boerhaave Professor of Clinical Drug Research at Leiden University from November 1993 to July 1995. From
October 1987 to November 1993, Dr. Peck was Director, Center for Drug Evaluation and Research of the FDA. He
held a number of academic positions prior to October 1987, including Professor of Medicine and Pharmacology,
Uniformed Services University, from 1982 to October 1987. Dr. Peck holds an M.D. and a B.S., both from the
University of Kansas, as well as an honorary doctorate from the University of Uppsala. Dr. Peck is a director of two
private companies.

Jeffrey R. Perry has served as a director since December 2005. Mr. Perry is Senior Advisor of Third Point LLC.
From September 2003 to January 2005, Mr. Perry was a partner at Kynikos Associates, Ltd. From 2001 to 2003,
Mr. Perry was a senior portfolio manager at SAC Capital Advisors. From 1993 to 2001, Mr. Perry was a general
partner and co-Director of Research at Zweig-DiMenna Associates, a large New York-based hedge fund. In all,
Mr. Perry has been employed in the money management business for 23 years, the last 17 at senior levels at major
hedge funds. He graduated Magna Cum Laude from Georgetown University with a B.A. in American Studies.

Brigette Roberts, M.D. has served as a director since December 2005. Dr. Roberts currently covers healthcare
investments for Third Point LLC. Prior to joining Third Point in January 2005, she ran a healthcare portfolio at DKR
Capital from 2003 to 2004 and previously worked as an associate healthcare analyst at Sturza�s Medical Research in
2002 and Thomas Weisel Partners in 2001. Dr. Roberts graduated from Harvard University with a B.A. in Physics and
Chemistry. She then attended NYU Medical School, where she graduated with an M.D. and completed one year of
general surgical residency.

Michael A. Rocca has served as a Director since April 1999 and currently serves as chair of the Board�s Audit
Committee. Mr. Rocca was an independent financial consultant from 2000 to 2004 when he retired. Previously he was
Senior Vice President and Chief Financial Officer of Mallinckrodt, Inc., a global manufacturer and marketer of
specialty medical products, a position he held from April 1994 to October 2000. From 1966 until 1994, Mr. Rocca
was employed by Honeywell, Inc., a control technology company. He held a number of positions at Honeywell which
included Vice President and Treasurer, Vice President of Finance, Europe, and Vice President and Controller
International. Mr. Rocca currently serves on the board of directors of Lawson Software Inc., and St. Jude Medical,
Inc., both public companies. Mr. Rocca earned his BBA in accounting from the University of Iowa.
Director Independence
     The Board has determined that, with the exception of Mr. Robinson, Mr. Loeb, Mr. Perry and Dr. Roberts each of
the Board members is an independent director under the Nasdaq listing standards. Please see �Certain Relationships
and Related Transactions� below for a description of the Stockholders Agreement under which the Company agreed to
reimburse Third Point LLC and certain Third Point affiliated entities for actual out-of-pocket costs up to $475,000.
The independent directors have two or more regularly scheduled executive sessions per year at which only the
independent directors are present.

4
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Board Meetings and Committees
     The Board of Directors of the Company held five meetings and two telephonic meetings and acted by unanimous
written consent once during the fiscal year ended December 31, 2004. During such year, each director attended at least
75% of the aggregate number of meetings of the Board of Directors and of the Board committees on which such
director served which were held during the periods in which he served. The Company does not have a policy
regarding attendance of the directors at the annual meeting. One director, Mr. Robinson, Chairman of the Board,
attended the previous annual meeting.
     The Board has an Audit Committee, a Nominating Committee, a Compensation Committee and a Science and
Technology Committee. Each committee is described below. The Board has determined that each member of these
committees meets the applicable rules and regulations regarding independence and that each member is free of any
relationship that would interfere with his or her individual exercise of independent judgment with regard to the
Company.
     The Audit Committee was established in March 1992 and is primarily responsible for overseeing the Corporation�s
accounting and financial reporting processes, auditing of financial statements, systems of internal control, and
financial compliance programs. This Committee currently consists of Dr. Cross and Messrs. Blissenbach and Rocca,
each of whom is independent as defined under Rule 4350 of the Nasdaq listing standards. The Audit Committee held
seven meetings and five telephonic meetings during 2004. The Audit Committee is governed by a written charter
approved by the Board of Directors, which was last amended in May 2004 and is attached as Appendix A. After
reviewing the qualifications of all current Committee members and any relationship they may have that might affect
their independence from the Company, the Board has determined that (i) all current Committee members are
�independent� as that concept is defined under Section 10A of the Exchange Act, (ii) all current Committee members
are �independent� as that concept is defined under the NASDAQ National Market listing standards, (iii) all current
Committee members have the ability to read and understand financial statements and (iv) Michael A. Rocca qualifies
as an �audit committee financial expert.� The latter determination is based on a qualitative assessment of Mr. Rocca�s
level of knowledge and experience based on a number of factors, including his formal education and experience, for
example as a chief financial officer of a public company.
     The Nominating Committee was established in December 2001 and is responsible for identifying and
recommending candidates for director of the Company. The Committee is governed by a written charter which was
adopted in 2003 and attached to the Company�s proxy statement for the 2004 annual meeting as Appendix B. In
addition, a free copy of the Nominating Committee charter may be requested by writing to: Investor Relations, Ligand
Pharmaceuticals Incorporated, 10275 Science Center Drive, San Diego, CA 92121. The Committee is chaired by
Mr. Groom and its current members are Messrs. Blissenbach and Groom. Each member is an independent director
under Rule 4200(a)(15) of the Nasdaq listing standards. The Nominating Committee held two meetings during 2004.
     The Nominating Committee considers nominees recommended by stockholders, if submitted in writing to the
Secretary at the Company�s principal executive offices and accompanied by the author�s full name, current address and
telephone number. The Committee received no 5% stockholder nominations for this annual meeting. The Committee
has set no specific minimum qualifications for candidates it recommends, but considers each individual�s
qualifications, such as high personal integrity and ethics, relevant expertise and professional experience, as a whole.
The Committee considers candidates throughout the year and makes recommendations as vacancies occur or the size
of the Board expands. Candidates are identified from a variety of sources including recommendations by stockholders,
current directors, management, and other parties and the Committee considers all such candidates in the same manner,
regardless of source. Under its charter the Committee may retain a paid search firm to identify and recommend
candidates but has not done so to date.
     The Compensation Committee was established in March 1992 and reviews and approves the Company�s
compensation policies, sets executive officers� compensation and administers the Company�s stock option and stock
purchase plans. This committee is chaired by Mr. Blissenbach and currently consists of Messrs. Blissenbach and
Groom. Each member is an independent director under Rule 4200(a)(15) of the Nasdaq listing standards. The
Compensation Committee held five meetings and one telephonic meeting and acted by unanimous written consent
once during 2004.
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     The Science & Technology Committee of the Board was established in March 2005 to review the Company�s
overall research and development strategy, research and development projects, and to advise the Board and the
President and Chief Executive Officer of the Company regarding future research and development efforts. The
Committee is chaired by Dr. Peck and currently consists of Drs. Peck, Johnson and Kozarich.
Communicating with the Board of Directors
     Stockholders may communicate with the Board or individual directors by mail, in care of the Secretary, at the
Company�s principal offices. Letters are distributed to the Board, or to any individual director or directors as
appropriate, depending on the contents of the letter. However, items that are unrelated to the duties and
responsibilities of the Board will be excluded. In addition, material that is illegal, inappropriate or similarly unsuitable
will be excluded. Any letter that is filtered out under these standards, however, will be made available to any director
upon request.
Director Compensation
     Non-employee Board members are paid fees for their Board service and are reimbursed for expenses incurred in
connection with such service. Each director receives an annual fee of $10,000, plus $2,500 per day for each Board
meeting attended, $1,000 per day for each committee meeting attended on non-Board meeting dates and $500 per day
for each Board or committee meeting in which he participates by telephone. In addition, the Audit Committee
Chairman receives an annual fee of $15,000 and the Compensation Committee Chairman receives an annual fee of
$2,500. Under a commitment with Dr. Johnson, the Company also pays him $4,000 for each day of service as a
member of the Scientific Advisory Board or as a consultant to the Company. The Company also reimburses Dr.
Johnson for all reasonable and necessary travel and other incidental expense incurred in connection with such duties.
     Non-employee Board members are also eligible to participate in the Automatic Option Grant Program in effect
under the 2002 Stock Incentive Plan. At the 2004 annual meeting of stockholders, each of Messrs. Blissenbach,
Groom and Rocca and Drs. Cross, Johnson, Kozarich and Peck were granted automatically an option to purchase
10,000 shares of common stock with an exercise price of $17.16 per share, the fair market value per share of common
stock on the date of their re-election as a non-employee Board member. At their election to the Board on December 8,
2005, Messrs. Loeb and Perry and Dr. Roberts each were granted automatically an option to purchase 20,000 shares of
common stock with an exercise price of $11.35 per share, the fair market value on that date.
     Each of the options granted under the Automatic Option Grant Program becomes exercisable for all the option
shares upon completion of one year of Board service. Each option has a maximum term of 10 years measured from the
grant date, subject to earlier termination following the optionee�s cessation of Board service. Each non-employee
Board member re-elected at this annual meeting will receive an option for 10,000 shares of common stock under the
Automatic Option Grant Program of the 2002 Stock Incentive Plan, with the exception of Messrs. Loeb and Perry and
Dr. Roberts, none of whom will have served on the Board for six months as of the date of this annual meeting. For
further information concerning such automatic option grants to directors, please see �Proposal 2, Amendment of the
2002 Stock Incentive Plan�Automatic Option Grant Program� below.
     Non-employee directors continuing in office on January 1, 2005 were permitted to elect to apply all or a portion of
their 2005 cash fees to the acquisition of a special discounted stock option under the Director Fee Option Grant
Program of the 2002 Stock Incentive Plan. On January 3, 2005, in connection with such election the directors listed
below were each granted an option for the number of shares shown. The numbers include each director�s option grants
under this program for 2005.

6
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2005 Director Fee Option Grants

Option
Name Shares

Henry F. Blissenbach 2,009

Alexander D. Cross, Ph.D 1,841

John Groom 3,683

Irving S. Johnson, Ph.D 1,841

John W. Kozarich, Ph.D 3,683

Carl C. Peck, M.D 1,841
     Each option has an exercise price of $3.733 per share, one-third of the fair market value per share of common stock
on the grant date, which was $11.20. Accordingly, the fair market value of those shares less the aggregate exercise
price was equal to the cash fees for 2005 that such Board member elected to apply to the grant. Each option becomes
exercisable in a series of 12 successive equal monthly installments upon the optionee�s completion of each month of
Board service during the 2005 calendar year. Each option has a maximum term of 10 years measured from the grant
date, subject to earlier termination three years following the optionee�s cessation of Board service.
     The Director Fee Option Grant Program (the �Program�) is implemented under the 2002 Stock Incentive Plan for
each calendar year until otherwise determined by the Compensation Committee. In December 2005, the
Compensation Committee suspended the Program for calendar year 2006 due to requirements of state blue sky laws.
The Program may resume upon compliance with applicable laws and approval of the Compensation Committee.
     The options granted in 2005 under the Program are subject to Section 409A of the Internal Revenue Code of 1986,
as amended, and the Treasury regulations thereunder (the �Code�). Each such option that is outstanding on
December 31, 2005 will be amended to provide that such option will be either a) exercised on or before March 15,
2006 or b) automatically exercised upon the first to occur of (1) the director�s death or disability, (2) the director�s
separation from service with the Company, within the meaning of Section 409A of the Code, (3) a change in the
ownership or effective control of the Company, or in the ownership of a substantial portion of the assets of the
Company, within the meaning of Section 409A of the Code, or (4) January 2, 2015. All other terms of such options
will remain the same.
     Under the Program, each non-employee Board member may elect, prior to the start of each calendar year, to apply
all or any portion of the annual fees otherwise payable in cash for his or her period of service on the Board for that
year to the acquisition of a special discounted option grant. The option grant is a non-statutory option under the
federal tax laws and is automatically made on the first trading day in January in the calendar year for which the
director fee election is in effect. The option has a maximum term of 10 years measured from the grant date and an
exercise price per share equal to one-third of the fair market value of the option shares on such date. The number of
shares subject to each option is determined by dividing the amount of the annual fees applied to the acquisition of that
option by two-thirds of the fair market value per share of common stock on the grant date. As a result, the total spread
on the option (the fair market value of the option shares on the grant date less the aggregate exercise price payable for
those shares) is equal to the portion of the annual fees applied to the acquisition of the option. The dollar amount of
the fee subject to the Board member�s election each year is equal to his or her annual retainer fee, plus the number of
regularly-scheduled Board meetings for that year multiplied by the per Board meeting fee in effect for such year.
Under the 2002 Stock Incentive Plan, the current annual dollar amount of the fee that can be applied is $27,500 for
each non-employee director, plus $15,000 for the Audit Committee chair or $2,500 for the Compensation Committee
chair.
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     The Board has approved an amendment to the 2002 Stock Incentive Plan to bring the Program into compliance
with Section 409A of the Code. Such amendment will provide that the options granted pursuant to the Program in
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the future will be automatically exercised upon the first to occur of (1) the director�s death or disability, (2) the
director�s separation from service with the Company, within the meaning of Section 409A of the Code, (3) a change in
the ownership or effective control of the Company, or in the ownership of a substantial portion of the assets of the
Company, within the meaning of Section 409A of the Code, or (4) the tenth anniversary of the date of grant. All other
terms of the Program will remain in effect. Such amendment will be effective on the date the Program is reinstated by
the Compensation Committee. Non-employee Board members will elect, prior to December 31, 2005, whether to
participate in the Program during 2006 in the event the Program is reinstated during 2006.
     The Board has also authorized the Company�s management to prepare an amendment to the 2002 Plan to permit
shares of the Company�s common stock to be issued pursuant to the Stock Issuance Program under the 2002 Plan in
consideration of Board fees to be paid by the Company or any parent or subsidiary to directors in a calendar year.
Recommendation of the Board of Directors
     The Board of Directors unanimously recommends a vote FOR the nominees listed above.
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PROPOSAL NO. 2
AMENDMENT OF THE 2002 STOCK INCENTIVE PLAN

     You are being asked to approve an amendment to the Company�s 2002 Stock Incentive Plan (the �2002 Stock
Incentive Plan� or the �2002 Plan�) that will increase the number of shares issuable under the 2002 Plan by an additional
750,000 shares.
     The share increase will ensure that the Company will have a sufficient reserve of common stock to provide a
comprehensive equity incentive program for the Company�s officers, employees and non-employee Board members to
encourage these individuals to remain in the Company�s service and to more closely align their interests with those of
the stockholders. The number of shares for which options will be granted to each newly hired or continuing employee
will be based on both competitive market conditions and individual performance. As of December 15, 2005,
approximately 4,300 shares remained available for future option grant or direct issuance. The additional 750,000
shares will be needed to permit the Company to operate its business as planned, including hiring and retaining
employees.
     The following is a summary of the principal features of the 2002 Plan. The summary, however, is not a complete
description of all the provisions of the 2002 Plan. Copies of the actual plan document may be obtained by any
stockholder upon written request to the Corporate Secretary at the Company�s principal executive offices in San Diego,
California.
Plan Structure
     The 2002 Plan contains four separate equity programs:
� the Discretionary Option Grant Program,

� the Automatic Option Grant Program,

� the Stock Issuance Program, and

� the Director Fee Option Grant Program.
The principal features of these programs are described below. The 2002 Plan is administered by the Compensation
Committee of the Board. This committee has complete discretion, subject to the provisions of the 2002 Plan, to
authorize option grants and direct stock issuances under the 2002 Plan. However, the Board may also appoint a
secondary committee of one or more Board members to have separate but concurrent authority to make option grants
and stock issuances under those programs to all eligible individuals other than the Company�s executive officers and
non-employee Board members. The term �Plan Administrator,� as used in this proxy statement, will mean either the
Compensation Committee or any secondary committee, to the extent each such entity is acting within the scope of its
duties under the 2002 Plan. The Plan Administrator does not exercise any administrative discretion under the
Automatic Option Grant or Director Fee Option Grant Program for the non-employee Board members. All grants
under those programs are made in strict compliance with the express provisions of each such program.

Issuable Shares
     Since its adoption, a total of 8,325,529 shares of common stock have been reserved for issuance under the 2002
Plan (including shares transferred from the predecessor plan). As of December 15, 2005, options for 7,055,739 shares
of common stock were outstanding under the 2002 Plan, 4,307 shares remained available for future option grant or
direct issuance, and 5,523,274 shares have been issued under the 2002 Plan. Under this proposal 750,000 new shares
are to be reserved for issuance under the 2002 Plan.
     In no event may any one participant in the 2002 Plan receive options, separately exercisable stock appreciation
rights and direct stock issuances for more than one million shares in any calendar year. If an option expires or is
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terminated for any reason before all its shares are exercised, the shares not exercised will be available for subsequent
option grants or stock issuances under the 2002 Plan. In addition, unvested shares issued under the 2002 Plan and
subsequently repurchased by the Company at a price not greater than the original exercise price or issue price paid per
share will be added back to the number of shares of common stock reserved for issuance under the 2002 Plan.
Accordingly, such repurchased shares will be available for reissuance through one or more subsequent option grants
or direct stock issuances under the 2002 Plan. However, shares subject to any option surrendered or canceled in
accordance with the stock appreciation right provisions of the 2002 Plan will reduce on a share-for-share basis the
number of shares of common stock available for subsequent grants.
     Should any change be made to the common stock issuable under the 2002 Plan by reason of any stock split, stock
dividend, recapitalization, combination of shares, exchange of shares or other change affecting the outstanding
common stock as a class without the Company�s receipt of consideration, then appropriate adjustments will be made to
� the maximum number and/or class of securities issuable under the 2002 Plan;

� the number and/or class of securities for which any one person may be granted options, separately exercisable
stock appreciation rights and direct stock issuances per calendar year under the 2002 Plan;

� the number and/or class of securities for which grants are to be made under the Automatic Option Grant
Program to new or continuing non-employee Board members;

� the number and/or class of securities and price per share in effect under each outstanding option; and

� the number and/or class of securities and the exercise price per share in effect under each outstanding option
under the 2002 Plan.

Such adjustments to the outstanding options will be effected in a manner which will preclude the enlargement or
dilution of rights and benefits under those options.
Eligibility
     Officers and employees of the Company and its parent or subsidiaries, whether now existing or subsequently
established, non-employee members of the Board and consultants and independent contractors of the Company and its
parent and subsidiaries will be eligible to participate in the 2002 Plan.
     As of December 15, 2005, approximately 513 employees and directors, including 10 executive officers, and 10
non-employee Board members were eligible to participate in the Discretionary Option Grant and Stock Issuance
Programs. All of the non-employee Board members were also eligible to participate in the Automatic Option Grant
Program and the Director Fee Option Grant Program.
Discretionary Grant Program

Grants
     The Plan Administrator has complete discretion under the Discretionary Option Grant Program to determine which
eligible individuals are to receive option grants, the time or times when those grants are to be made, the number of
shares subject to each such grant, the status of any granted option as either an incentive stock option or a non-statutory
option under the federal tax laws, the vesting schedule (if any) to be in effect for the option grant and the maximum
term (up to 10 years) for which any granted option is to remain outstanding.

Price and Exercisability
     Each granted option will have an exercise price per share not less than 100% of the fair market value per share of
common stock on the option grant date, and no granted option will have a term in excess of 10 years. The shares
subject to each option will generally become exercisable for fully-vested shares in a series of installments over a
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specified period of service measured from the grant date. However, one or more options may be structured so that they
are immediately exercisable for any or all of the option shares. The shares acquired under such
immediately-exercisable options will normally be unvested and subject to repurchase by the Company.
     The exercise price may be paid in cash or in shares of common stock. Outstanding options may also be exercised
through a same-day sale program pursuant to which a designated brokerage firm is to effect an immediate sale of the
shares purchased under the option and pay to the Company, out of the sale proceeds available on the settlement date,
sufficient funds to cover the exercise price for the purchased shares plus all applicable withholding taxes.
     No optionee has any stockholder rights with respect to the option shares until such optionee has exercised the
option and paid the exercise price for the purchased shares. Options are generally not assignable or transferable other
than by will or the laws of inheritance and, during the optionee�s lifetime, the option may be exercised only by such
optionee. However, the Plan Administrator may allow non-statutory options to be transferred or assigned during the
optionee�s lifetime to one or more members of the optionee�s immediate family or to a trust established exclusively for
one or more such family members or to the optionee�s former spouse, to the extent such transfer or assignment is in
furtherance of the optionee�s estate plan or pursuant to a domestic relations order. The optionee may also designate one
or more beneficiaries to automatically receive his or her outstanding options at death.

Termination of Service
     Upon cessation of service, the optionee will have a limited period of time in which to exercise his or her
outstanding options for any shares in which the optionee is vested at that time. The Plan Administrator has discretion
to extend the period following the optionee�s cessation of service during which his or her outstanding options may be
exercised, up to the date of the option�s expiration and/or to accelerate the exercisability or vesting of such options in
whole or in part.

Cancellation/Regrant
     In April 2003, the Board amended the 2002 Plan to remove the cancellation and regrant provision. Thus the 2002
Plan does not provide for the cancellation and regrant of outstanding options.
Stock Issuance Program
     Shares may be sold under the Stock Issuance Program at a price per share not less than their fair market value,
payable in cash. Shares may also be issued as a bonus for past services without any cash outlay required of the
recipient. Shares of common stock may also be issued under the Stock Issuance Program pursuant to share right
awards which entitle the recipients to receive those shares upon the attainment of designated performance goals or
completion of a specified service period. The Plan Administrator has complete discretion under this program to
determine which eligible individuals are to receive such stock issuances or share right awards, the time or times when
such issuances or awards are to be made, the number of shares subject to each such issuance or award and the vesting
schedule to be in effect for the stock issuance or share rights award.
     The shares issued may be fully and immediately vested upon issuance or may vest upon the recipient�s completion
of a designated service period or upon the Company�s attainment of pre-established performance goals. The Plan
Administrator has, however, the discretionary authority at any time to accelerate the vesting of any and all unvested
shares outstanding under the Stock Issuance Program.
     Any unvested shares for which the requisite service requirement or performance objective is not obtained must be
surrendered to the Company for cancellation, and the participant will not have any further stockholder rights with
respect to those shares. The Company will, however, repay the participant the lower of (i) the cash amount paid for the
surrendered shares or (ii) the fair market value of those shares at the time of the participant�s cessation of service.
     Outstanding share right awards under the Stock Issuance Program will automatically terminate, and no shares of
common stock will actually be issued in satisfaction of those awards, if the performance goals established for such
awards are not attained. The Plan Administrator, however, has the discretionary authority to issue shares of common
stock in satisfaction of one or more outstanding share right awards as to which the designated performance goals are
not attained.
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     The Board has authorized the Company�s management to prepare an amendment to the 2002 Plan to permit shares
of the Company�s common stock to be issued pursuant to the Stock Issuance Program under the 2002 Plan in
consideration of Board fees to be paid by the Company or any parent or subsidiary to directors in a calendar year,
subject to management�s review of legal and regulatory requirements related to such amendment.
Automatic Option Grant Program

Grants
     Under the Automatic Option Grant Program, eligible non-employee Board members receive a series of option
grants over their period of Board service. Each individual who first becomes a non-employee Board member at any
time on or after the effective date receives an option grant for 20,000 shares of common stock on the date such
individual joins the Board, provided such individual has not been in the prior employ of the Company. In addition, on
the date of each annual stockholders meeting held after the effective date, each non-employee Board member who is
to continue to serve as a non-employee Board member (including individuals who joined the Board prior to the
effective date) is automatically granted an option to purchase 10,000 shares of common stock, provided such
individual has served on the Board for at least six months. There is no limit on the number of such 10,000-share
option grants any one eligible non-employee Board member may receive over his or her period of continued Board
service, and non-employee Board members who have previously been in the Company�s employ are eligible to receive
one or more such annual option grants over their period of Board service.

Option Terms
     Each automatic grant has an exercise price per share equal to the fair market value per share of common stock on
the grant date and has a maximum term of 10 years. The shares subject to each automatic option grant (whether the
initial grant or an annual grant) fully vest and become exercisable upon the completion of one year of Board service
measured from the grant date. Additionally, the shares subject to each automatic option grant immediately vest in full
upon certain changes in control or ownership of the Company or upon the optionee�s death or disability while a Board
member. Each option granted under the program remains exercisable for vested shares until the earlier of (i) the
expiration of the 10-year option term or (ii) the expiration of the 3-year period measured from the date of the
optionee�s cessation of Board service.
     Each of the non-employee directors elected at the 2005 annual meeting will each receive an automatic option grant
under the 2002 Plan, with the exception of Messrs. Loeb and Perry and Dr. Roberts, none of whom will have served
on the Board for six months as of the date of this annual meeting. Those options will vest after completion of one year
of Board service measured from this annual meeting.
Director Fee Option Grant Program
     The Director Fee Option Grant Program is implemented for each calendar year until otherwise determined by the
Plan Administrator. Under the Director Fee Option Grant Program, each non-employee Board member may elect,
prior to the start of each calendar year, to apply all or any portion of the annual fees otherwise payable in cash for his
or her period of service on the Board for that year to the acquisition of a special discounted option grant. The option
grant is a non-statutory option under the federal tax laws and is automatically made on the first trading day in January
in the calendar year for which the director fee election is in effect. The option has a maximum term of 10 years
measured from the grant date and an exercise price per share equal to one-third of the fair market value of the option
shares on such date. The number of shares subject to each option is determined by dividing the amount of the annual
fees applied to the acquisition of that option by two-thirds of the fair market value per share of common stock on the
grant date. As a result, the total spread on the option (the fair market value of the option shares on the grant date less
the aggregate exercise price payable for those shares) is equal to the portion of the annual fees applied to the
acquisition of the option. The dollar amount of the fee subject to the Board member�s election each year is equal to his
or her annual retainer fee, plus the number of regularly-scheduled Board meetings for that year multiplied by the per
Board meeting fee in effect for such year. Under the 2002 Plan, the current annual dollar amount of the fee that can be
applied is $27,500 for each non-employee director, plus $15,000 for the Audit Committee chair or $2,500 for the
Compensation Committee chair.
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     The option is exercisable in a series of 12 successive equal monthly installments upon the optionee�s completion of
each month of Board service in the calendar year for which the fee election is in effect, subject to full and immediate
acceleration upon certain changes in control or ownership of the Company or upon the optionee�s death or disability
while a Board member. Each option granted under the program remains exercisable for vested shares until the earlier
of (i) the expiration of the 10-year option term or (ii) the expiration of the 3-year period measured from the date of the
optionee�s cessation of Board service.
     The Director Fee Option Grant Program was suspended in December 2005 by the Compensation Committee for
calendar year 2006 due to restrictions on the grant of discounted options under state blue sky laws. The Program may
resume upon compliance with applicable laws and approval of the Compensation Committee.
     The Board has approved an amendment to the 2002 Plan to bring the Director Fee Option Grant Program into
compliance with Section 409A of the Code. Such amendment will provide that the options granted pursuant to the
Director Fee Option Grant Program will be automatically exercised upon the first to occur of (1) the director�s death or
disability, (2) the director�s separation from service with the Company, within the meaning of Section 409A of the
Code, (3) a change in the ownership or effective control of the Company, or in the ownership of a substantial portion
of the assets of the Company, within the meaning of Section 409A of the Code, or (4) the tenth anniversary of the date
of grant. All other terms of the Program will remain in effect. Such amendment will be effective on the date the
Director Fee Option Grant Program is reinstated by the Compensation Committee. Non-employee Board members
will elect, prior to December 31, 2005, whether to participate in the Program during 2006 in the event the Director Fee
Option Grant Program is reinstated during 2006.
General Plan Provisions

Valuation
     For all valuation purposes under the 2002 Plan, the fair market value per share of common stock on any date is
deemed equal to the closing selling price per share on that date. If there is no reported selling price for such date, then
the fair market value per share is the closing selling price on the last preceding date for which such quotation exists.
On December 15, 2005, the closing selling price per share was $11.16.

Vesting Acceleration
     In the event that the Company is acquired by merger or asset sale, each outstanding option under the Discretionary
Option Grant Program which is not to be assumed by the successor corporation will automatically accelerate in full,
and all unvested shares under the Discretionary Option Grant and Stock Issuance Programs will immediately vest,
except to the extent the Company�s repurchase rights with respect to those shares are to be assigned to the successor
corporation. The Plan Administrator has complete discretion to grant one or more options under the Discretionary
Option Grant Program which will become fully exercisable for all the option shares in the event those options are
assumed in the acquisition and the optionee�s service with the Company or the acquiring entity is involuntarily
terminated within a designated period (not to exceed 18 months) following such acquisition. The vesting of
outstanding shares under the Stock Issuance Program may be accelerated upon similar terms and conditions. The Plan
Administrator also has the authority to grant options which will immediately vest upon an acquisition of the
Company, whether or not those options are assumed by the successor corporation.
     The Plan Administrator is also authorized under the Discretionary Option Grant and Stock Issuance Programs to
grant options and to structure repurchase rights so that the shares subject to those options or repurchase rights will
immediately vest in connection with a change in ownership or control of the Company (whether by successful tender
offer for more than 50% of the outstanding voting stock or by a change in the majority of the Board by reason of one
or more contested elections for Board membership). Such accelerated vesting may occur either at the time of such
change in ownership or control or upon the subsequent involuntary termination of the individual�s service within a
designated period (not to exceed 18 months) following such change in ownership or control.
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     The shares subject to each option under the Automatic Option Grant and Director Fee Option Grant Programs
immediately vest upon (i) an acquisition of the Company by merger or asset sale, (ii) the successful completion of a
tender offer for more than 50% of the Company�s outstanding voting stock or (iii) a change in the majority of the
Board effected through one or more contested elections for Board membership.
     The acceleration of vesting in the event of a change in the ownership or control of the Company may be seen as an
anti-takeover provision and may have the effect of discouraging a merger proposal, a takeover attempt or other efforts
to gain control of the Company.

Stock Appreciation Rights
     The Plan Administrator is authorized to issue two types of stock appreciation rights in connection with option
grants made under the Plan:

Tandem stock appreciation rights, which may be granted under the Discretionary Option Grant Program, provide
the holders with the right to surrender their options for an appreciation distribution from the Company equal in
amount to the excess of (a) the fair market value of the vested shares of common stock subject to the surrendered
option over (b) the aggregate exercise price payable for those shares. Such appreciation distribution may, at the
discretion of the Plan Administrator, be made in cash or in shares of common stock.

Limited stock appreciation rights may be granted under the Discretionary Option Grant Program to one or more
officers of the Company as part of their option grants, and such rights will automatically be included as part of each
grant made under the Automatic Option Grant and Director Fee Option Grant Programs. Options with such a limited
stock appreciation right may be surrendered to the Company upon the successful completion of a hostile tender offer
for more than 50% of the Company�s outstanding voting stock. In return for the surrendered option, the optionee will
be entitled to a cash distribution from the Company in an amount per surrendered option share equal to the excess of
(a) the highest price per share of common stock paid in connection with the tender offer over (b) the exercise price
payable for such share.

Financial Assistance
     In April 2003, the Board amended the 2002 Plan to remove the financial assistance provision. Thus the 2002 Plan
does not provide for loans or financing by the Company for the exercise of options or the purchase of shares.

Special Tax Election
     The Plan Administrator may provide one or more holders of options or unvested share issuances under the 2002
Plan with the right to have the Company withhold a portion of the shares otherwise issuable to such individuals in
satisfaction of the withholding taxes to which such individuals may become subject in connection with the exercise of
those options or the vesting of those shares. Alternatively, the Plan Administrator may allow such individuals to
deliver previously acquired shares of common stock in payment of such withholding tax liability.
Amendment and Termination
     The Board may amend or modify the 2002 Plan at any time, subject to any required stockholder approval pursuant
to applicable laws and regulations. Unless sooner terminated by the Board, the 2002 Plan will terminate on the earlier
of
� March 7, 2012 or

� the termination of all outstanding options in connection with certain changes in control or ownership of the
Company.
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Stock & Option Awards to Officers & Directors
     The table below shows, as to the Company�s Chief Executive Officer, each of the other four most
highly-compensated executive officers of the Company (collectively, the �Named Executive Officers�) and the various
indicated individuals and groups, the number of shares of common stock subject to options granted under the 2002
Plan between January 1, 2004 and December 15, 2005, together with the weighted average exercise price payable per
share.

Weighted
Options
Granted

Average
Exercise

(Number of
Price of
Granted

Name and Principal Position Shares) Options ($)

David E. Robinson 250,000 11.5340
Chairman of the Board, President, Chief Executive Officer and
Director-Nominee
Giambattista Aliprandi� 10,000 20.7000
Senior Vice President, Technical, Supply and International Operations
James J. L�Italien 30,000 16.2167
Senior Vice President, Regulatory & Compliance
Paul V. Maier 65,000 13.4577
Senior Vice President, Chief Financial Officer
Andres F. Negro-Vilar 65,000 13.4577
Executive Vice President, Research and Development and Chief Scientific
Officer
Henry F. Blissenbach 13,516 13.8058
Director-Nominee
Alexander D. Cross, Ph.D. 11,841 15.0724
Director-Nominee
John Groom 16,446 12.1062
Director-Nominee
Irving S. Johnson 11,841 15.0724
Director-Nominee
John W. Kozarich, Ph.D. 16,446 12.1062
Director-Nominee
Daniel S. Loeb 20,000 11.3500
Director-Nominee
Carl C. Peck, M.D. 14,604 13.1623
Director-Nominee
Jeffrey R. Perry 20,000 11.3500
Director-Nominee
Brigette Roberts, M.D. 20,000 11.3500
Director-Nominee
Michael A. Rocca 10,000 17.1600
Director-Nominee
All current directors who are not executive officers (10 persons) 154,694 12.8419
All current executive officers as a group� (10 persons) 715,000 12.0130
All employees who are not executive officers (595 persons) 1,517,225 12.1456
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� Mr. Aliprandi
retired from the
Company in
April 2005. The
total of options
granted to
current
executive
officers
excludes
Mr. Aliprandi
but includes
Mr. Crouch who
joined the
Company in
May 2005.
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New Plan Benefits
     No options have been granted, and no direct stock issuances have been made under the share increase being
proposed. Each of the non-employee Board members except Messrs. Loeb and Perry and Dr. Roberts will, upon his
re-election to the Board at this annual meeting,
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