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PART |
Item 1. Business

General

ZIOPHARM Oncology, Inc. is a biopharmaceutical camp that is seeking to develop and commercialideerse, risk-
sensitive portfolio of in-licensed cancer drugs tiiddress unmet medical needs through enhanced®ffand/or safety and
quality of life. Our focus is on the licensing aghelelopment of proprietary small molecule drug édais that are related to
cancer therapeutics already on the market or ieldpment and that can be developed in intraveridu®) @nd/or oral forms
of administration. We believe this approach wiuk in lower risk and expedited drug developmeaongpams. Our strategy is
also to assure a low cost of manufacturing to addebanging pricing and reimbursement policiesradtdbe world. While we
may complete development and commercialize ourymisdon our own in North America, we also recogiizd partnering
may accelerate our development efforts or allowowsddress certain market geographies with greataress. Our product
candidate portfolio includes palifosfamide (Zymafds, ZIO-201), darinaparsin (Zinap&Y , Z10-101), and indibulin (Zybulin
™ '710-301).

Our principal focus following our financings lat8@ remains IV palifosfamide for the treatment aft $issue sarcoma
(“STS"). We have completed Phase | and Phasealstfor IV palifosfamide and a randomizBdhase Il multicenter, parallel
group, randomized study of pafosfamide tris plus doxorubicin versus doxor@hin in subjects with unreseétble or
metastaticS oft tissueS arcO ma (PICASSO) is ongoing in the front- and second-Betting of soft tissue sarcoma. We
reported favorable interim results from the PICASE@& which were subsequently presented at thé ZD@nnective Tissue
Oncology Society’s (“CTOS”) annual meeting afteraiment in the trial was terminated early at 6Tiguats. Following U.S.
Food and Drug Administration (“FDA”") and Europeardicines Agency (“EMA”) protocol review, we expéatinitiate a
global registration trial in STS as early as thmstfhalf of 2010. We are also in the planning stafge an initial clinical trial for
oral palifosfamide. Manufacturing scale-up of tladifposfamide active pharmaceutical ingredient analied dosage forms are
progressing in line with planned clinical trials.

We have completed Phase | and Phase Il trialhéot\ form of darinaparsin and reported favorattiase Il results in
peripheral T-cell lymphoma (“PTCL") from a study riefractory hematological malignancies at the 2888ual Meeting for
the American Society for Clinical Oncology (“ASCOSubject to FDA review, and following an evaluatiaf various
alternatives in light of our principal focus on if@éfamide development, we expect to initiate anpkd registration and other
trials for IV darinaparsin. A Phase | trial for aral form of darinaparsin is in progress and eegBults were reported at ASCO
in 2009.

We have completed Phase | trials of an oral fornmdibulin both as a single agent and in combimat® maximum
tolerated dose has not yet been established. Bat#g®f these trials have shown evidence of daliyity and, more
importantly, have demonstrated a well tolerateétygfrofile and absence of peripheral neuropattdate. We currently expect
that a Phase | portion of a Phase I/l study irabreancer involving a “dose dense” administrasicimedule developed
preclinically by our consultant, Dr. Larry Nortowill initiate in the first half of 2010 at the Memial Sloan Kettering Cancer
Center.

More detailed descriptions of palifosfamide, dapaesin and indibulin, and our clinical developmeglains for each, are set
forth in this report under the caption “BusinessPreduct Candidates.”

Our corporate office, which houses 3 full time eoygles, is located at 1180 Avenue of the America#) Eloor, New York,
NY 10036, and our telephone number is (646) 21430Tur main operations are located in Boston, Maassetts, where we
currently have 12 full time employees.

Cancer Overview

Cancer is a group of diseases characterized bgrdtike runaway growth of cells or the failure o<t die normally.
Often, cancer cells spread to distant parts obtidy, where they can form new tumors. Cancer cige ar any organ of the
body and, according to the American Cancer Socgttikes one of every two American men and onevefyethree American
women at some point in their lives.
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It is reported that there are more than 100 diffevarieties of cancer. Carcinomas, the most comityyom of cancer,
originate in tissues that cover a surface or licawty of the body. Lymphomas are cancers of yhagph system, which is a
circulatory system that bathes and cleanses thg$odlls. Leukemias involve blood-forming tisswe® blood cells. As their
name indicates, brain tumors are cancers that teglre brain, skin cancers, including melanomagjmate in the skin, while
soft tissue sarcomas arise in soft tissue. Carazersonsidered metastatic if they spread via thedobbr lymphatic system to
other parts of the body to form secondary tumors.

Cancer is caused by a series of mutations (alb&gtin genes that control cells’ ability to gromdadivide. Some mutations
are inherited; others arise from environmentaldecsuch as smoking or exposure to chemicals,tiadjar viruses that
damage cells’ DNA. The mutations cause cells taddivelentlessly or lose their normal ability te di

According to Cancer Statistics 2008 (publishedh®yAmerican Cancer Society in Cancer Facts & Figam09), it was
estimated that 562,340 Americans would die fronteam 2008 — more than 1,500 each day. The caseafing cancer is
significant. The National Institute of Health esdites that the overall cost of cancer in 2008 wa8#2billion. This cost
included an estimate of $93.2 billion in direct rivadlexpenses and $134.9 billion in indirect matyatosts.

Cancer Treatments

Major treatments for cancer include surgery, rddicapy, and chemotherapy; the latter including meypproaches
generally referred to as anti-angiogenic, vasatitsiuption or targeted therapies. There are maifigrdint drugs that are used to
treat cancer, including supportive care. While ¢heere also hundreds of experimental treatmentsrundestigation, we believe
cancer treatment will remain a significant unmetiioal need for the foreseeable future.

Radiotherapy: Also called radiation therapy, radiotherapy is tfteatment of cancer and other diseases withiifaniz
radiation. lonizing radiation deposits energy ingires or destroys cells in the area being treftesitarget tissue) by damaging
their genetic material, making it impossible foesk cells to continue growing. Although radiati@méges both cancer cells
and normal cells, the latter are able to repairragain proper function. Radiotherapy may be usddeat localized solid
tumors such as cancers of the skin, tongue, latyran, breast, or uterine cervix. It can also beduto treat leukemia and
lymphoma.

Scientists are also looking for ways to increagedtfiectiveness of radiation therapy. Two typemweéstigational drugs are
being studied for their effect on cells exposedattiation. Radiosensitizers increase the damage tiotumor cells by
radiation; radioprotectors protect normal tissuesifthe effects of radiation.

Cytotoxics: Cytotoxics are anticancer drugs that destroy eacells by stopping them from multiplying. Healttwils,
especially those that divide quickly, can also banred with the use of cytotoxics. Harm to healtblscis what causes side
effects. These cells usually repair themselves aftemotherapy and in many cases, newer agentoffeaya greater
therapeutic window — the difference between a dbatis helpful and one that is toxic.

Cytotoxic agents act primarily by disrupting cedlupathways involved in maintaining cellular intiéggimcluding blood
supply, repair, or activity that affects the protime or function of DNA, RNA, or protein. Althoughere are many cytotoxic
agents, there is a considerable overlap in theahaeisms of action. As such, the choice of a paercagent or group of agents
is generally not a consequence of a prior prediatioantitumor activity by the drug, but instead tiesult of empirical clinical
trials.

Supportive Care: The treatment of a cancer may include the ushemotherapy, radiation therapy, biologic response
modifiers, surgery, or some combination of alllefse or other therapeutic options. All of thesatiment options are directed at
killing or eradicating the cancer that exists ipadient’s body. Unfortunately, the delivery of margncer therapies adversely
affects the body’s normal organs. The undesired@guence of harming an organ not involved with earxreferred to as a
complication of treatment or a side effect.
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In addition to anemia, fatigue, hair-loss, reduttio blood platelets and white and red blood celfg] bone pain, two of the
most common side effects of chemotherapy are narsgtaomiting. Several drugs have been developéélprevent and
control chemotherapy-induced nausea and vomitirgiding 5HT3 receptor antagonists such as ondammsethich is a
selective blocking agent of the hormone serotonin.

Product Candidates

ZI10-101, Darinaparsin, Zinapar'™

General. Darinaparsin is a novel anti-mitochondrial ag@nganic arsenic) covered by issued U.S. paterdda8. and
international applications. A commercially availafihorganic arsenic (arsenic trioxide [Trisenox®]ATO") has been
approved for the treatment of acute promyelocgickkemia (“APL”). ATO is delivered intravenously ahds been studied for
the treatment of various other cancers. ATO has Beewn to be toxic to the heart, nerves and lwbich limits its use as a
broad anti-cancer agent. Our preclinical studigaalestrate that darinaparsin is considerably legs than ATO, particularly
with regard to cardiac toxicity. In phase | andsbase Il clinical studies with both the IV and arapsule forms, darinaparsin
has been safely administered at exposures signifjchigher than are approved for IV Trisenox®, ioning preclinical
findings.

In vitro testing of darinaparsin using the National Cannstitute’s human cancer cell panel detected agtagainst cell
lines derived from multiple cancers including lurglon, brain, melanoma, ovarian, and kidney caridederate activity was
detected against breast and prostate cancer. iticadih cell lines derived from solid tumoiig, vitro testing in both the
National Cancer Institute’s cancer cell panel endvotesting in a leukemia animal model demonstratedtsubial activity
against hematological cancers (cancers of the ldoddblood-forming tissues) such as leukemia, lyonpdn, myelodysplastic
syndromes, and multiple myeloma. In addition, dgparsin has potent anti-angiogenic activity as destrated inn vitro as
well asin vivo studies.

In a murine leukemia model, darinaparsin demoresfratal activity comparable to that achieved witbteamic
administration. Subsequent pharmacokinetic studidegs established oral bioavailability comparablé/ administration.
Oral administration of an effective cancer drug ldallow prolonged and potentially more effectivesthg regimens.

Potential Lead Indication: LymphomaThree phase Il intravenous studies of IV darinsipaevaluating hematological
malignancies, myeloma and liver cancer, are almostpleted. Data from these trials have been reggttte most promising
being in lymphomas and particularly in peripheratéll lymphoma.

Clinical Development Plan for DarinaparsiniV administered darinaparsin safety, pharmacdidegand drug activity has
been evaluated in phase | studies. In phase lystatinaparsin is active in both Hodgkin’s and 4ttwdgkin’s lymphoma. The
Company has concluded that further study in certaimHodgkin’s lymphoma, particularly peripherat&h lymphoma
(“PTCL"), is warranted and plans to pursue a regtgin and other studies following FDA review andine with priorities and
capital utilization and partnering and other al&ives.

In addition, an oral darinaparsin phase | programeiaring completion in both solid tumors and hetogical malignancies
and has shown early evidence of activity. We exgiettthe toxicity profile of oral darinaparsin Wle consistent with that of
intravenous form. Although our initial focus forrdeaparsin is to pursue further study with the &vri, we expect that
advancing the oral program would likely follow seity to priorities, available resources, and paitigeaind other
considerations.

Z10-201, Palifosfamide, Zymafo$V

General. Palifosfamide, or isophosphoramide mustard (“I[)NE a proprietary active metabolite of the progir
ifosfamide. Ifosfamide, as well as the related dtygophosphamide, are alkylating agents. Cyclophamide is believed to be
the most widely used agent in cancer therapy. dfogde has been shown to be effective at high dogéself, or in
combination with other agents, in treating sarcame lymphoma and it is approved in the U.S. fortthatment of testicular
cancer. Although ifosfamide-based treatment gelyergbresents a standard of care for sarcomanivtisicensed for this
indication by the U.S. Food and Drug Administration
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Our preclinical studies have shown that, in aniaral laboratory models, palifosfamide evidencesigtagainst leukemia
and solid tumors. These studies also indicateghifiosfamide has a better pharmacokinetic andysaf®file than ifosfamide
or cyclophosphamide, offering the possibility ofesaand more efficacious therapy.

In addition to IPM, other metabolites of ifosfamiaiee produced including acrolein, which is toxidhe kidneys and
bladder. The presence of acrolein mandates thergstnaition of a protective agent called mesna, tvianconvenient to use
and expensive. Chloroacetaldehyde, another metatwdlifosfamide, is toxic to the central nervoystem, causing “fuzzy
brain” syndrome for which there is currently noteiive measure. Similar toxicity concerns pertaihigh-dose
cyclophosphamide, which is widely used in bone marand blood cell transplantation. Because pakfioséle is the active
metabolite — without acrolein or chloroacetaldehyutabolites — the Company believes that the adtnation of
palifosfamide (without the administration of mesnay avoid many of the toxicities of ifosfamide matt compromising
efficacy.

In addition to anticipated lower toxicity, palif@shide may have other advantages over ifosfamidewatidphosphamide.
Palifosfamide cross-links DNA differently than thetive metabolite of cyclophosphamide, resulting mhifferent activity
profile. Moreover, in some preclinical studies,ifefamide shows activity in cisplatin-, ifosfamidand/or cyclophosphamide-
resistant cancer cells. In xenografts of humandtreancer and in a mouse leukemia model, palifasfatmas anti-tumor
activity when administered orally, which is a pdtahadditional advantage over ifosfamide and cgblmsphamide.

Potential Lead Indication for Palifosfamide: Sanca. Sarcomas are cancers of the bone, cartilagantacle, blood
vessels, or other connective or supportive tisEhere are more than 50 histological or tissue typiesoft tissue sarcomas but
with considerable homogeneity when the diseaseetastatic. The prognosis for patients with sofiuessarcoma depends on
several factors, including the patient’s age, sizéhe primary tumor, histological grade, and stafjghe tumor. Factors
associated with a poorer prognosis include beidgrahan 60 years of age, having tumors larger filvarcentimeters, and
having tumors of high-grade histology. While smialy-grade tumors are usually curable by surgemyal the higher-grade or
larger sarcomas are associated with higher loeatrirent failure rates and increased metastatinpate

Intravenous palifosfamide may be a useful agerif gither alone or in combination with other ageartd doxorubicin in
particular, may deliver therapeutic activity witwfer side effects of the type that have been assacwith ifosfamide. In the
United States, ifosfamide is regularly includecdambination regimens for the treatment of sarconessicular cancers, head
and neck cancer, certain types of non-Hodgkin'splgomas, and other solid tumors, although it isfaohally approved by
FDA for the treatment of soft tissue sarcoma. Dakdgin, approved decades ago, is the only FDA-apgidreatment for
sarcoma. The Company believes that palifosfamidminbination with doxorubicin may be more effectikian doxorubicin
alone and with a far improved safety profile over tombination of ifosfamide use with doxorubicin.

Clinical Development Plan for Palifosfamidd-ollowing completion of Phase | study, we comgiea Phase 1l study in
advanced sarcoma with strong evidence of activity asafety profile distinguished from ifosfamiti¢ith few options to treat
sarcoma, the primary focus is to stabilize disegsiée maintaining quality of life. Following expeativice regarding the current
treatment setting for STS and preclinical study #@sdablished a strong synergy of doxorubicin wfifosfamide, we
subsequently completed Phase | study of doxorulricd@mmbination with palifosfamide primarily in patts with STS. We
reported favorable results and the dosage regimeiurther study from these trials at ASCO’s 200¢naal Meeting. The
Company then initiated a randomized Phase Il imiahetastatic or unresectable STS with palifosfaniidcombination with
doxorubicin vs. doxorubicin alone in the front- asetond-line setting. We reported a favorable im@mnalysis of this trial in
October of 2009 after pre-specified efficacy mibests had been reached and enrollment was susp@idtipatients)
following safety and efficacy review by the Datan@uittee, sarcoma experts, and the Company’s Medidaisory Board. We
presented further positive interim data from thed@mized trial at the CTOS Annual Meeting in NovemB009. Upon FDA
and EMA protocol review, a global registration tiiaSTS is expected to initiate as early as tha fialf of 2010. Initial clinical
study of an oral form of palifosfamide is in anlggaianning stage. Palifosfamide has received ahamn drug designation in
both the United States and the European Uniorhfotreatment of STS.
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Z10-301, Indibulin, Zybulin ™

General. Oral indibulin is a novel small molecular-weighbulin polymerization inhibitor that we acquiraain Baxter
Healthcare in 2006. The microtubule component, linbis currently one of the best established &ntior targets available for
the treatment of cancer. A number of other tubtdirgeting drugs available only in IV form in the iténl States are currently on
the market, including paclitaxel (Taxol®)inca alkaloidgvincristine, vinorelbine) and the epothilone lexga™ . The use of
these drugs is associated with important toxicitiegably peripheral neuropathy. By contrast, nogeral neurotoxicity has
been observed to date with indibulin administratigither in preclinical testing or in Phase | atiitesting. In addition, its
activity as an oral formulation could offer sigo#int advantage and convenience to patients, smoeahcapsule formulations
of paclitaxel or related compounds have been deeeldhus far in the United States.

Indibulin has a different pharmacological profiterh other tubulin inhibitors currently on the marks it binds to a unique
site on tubulin and is active in multi-drug-resigt@MDR-1, MRP-1) and taxane-resistant tumors.botih binding causes
destabilization of microtubulés vitro , an effect similar to that of the vinca alkalo@fily or colchicine, but opposite to that of
paclitaxel and related drugs and different fromehethilones.

Testing of indibulin foiin vitro growth inhibitory activity against a panel of humemd rodent tumor-derived cell lines
revealed that the drug candidate is active in adspectrum of cell lines derived from differengams.In vivo, indibulin is
active in a number of xenograft and rodent tumodet® Its unique pharmacodynamic properties demetest in preclinical
studies, as well as an excellent safety profileeobed thus far in ongoing phase | studies, warftather evaluation in the
clinic.

Clinical Development Plan for Indibulin.The Phase | program with indibulin establisheétyapharmacokinetics (“PK”)
pharmacodynamics and biomarkers. Following preddinéynergy studies, additional evidence of agtigitd the expected
safety profile were confirmed in subsequent Phasal$s with indibulin alone and in combinationdibulin is well tolerated
and clinical activity has been observed in pati@rite several histologic subtypes. Preclinical waiikh our consultant, Dr.
Larry Norton, further explored “dose dense” schedwlith results supporting a planned Phase | “desse” and dose
escalation trial in breast cancer, which we expedtie initiated at the Memorial Sloan Kettering €anCenter in the first half
of 2010.

Competition

The development and commercialization for new petslto treat cancer, including for both the tardetelications of STS
for palifosfamide and PTCL for darinaparsin, istligcompetitive, and considerable competition estsbm major
pharmaceutical, biotechnology, and specialty canoerpanies. Many of our competitors have accesalstantially greater
financial and technical resources than we do. titash, many of these companies have more expegienpreclinical and
clinical development, manufacturing, regulatoryd gtobal commercialization. We are also competiiify wcademic
institutions, governmental agencies, and privaggoizations that are conducting research in thé fiecancer. Competition for
highly qualified employees and their retentiomitense, particularly as companies adjust to theentieconomic environment.

Other treatments for cancer that compete with oodyct candidates are summarized under the caffiancer
Treatments.”

License Agreements and Intellectual Property

Our goal is to obtain, maintain, and enforce papeatection for our products, formulations, proesssnethods, and other
proprietary technologies in order to preserve canlé secrets and to operate without infringing uib@nproprietary rights of
other parties, both in the United States and iemotiountries. Our policy is to actively seek thedatest possible intellectual
property protection for our product candidates tigtoa combination of contractual arrangements atengts, both in the United
States and abroad.
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Patent and Technology License Agreement — The Unsity of Texas M. D. Anderson Cancer Center and thexas A&M
University System.

On August 24, 2004, the Company entered into anpated technology license agreement with The BoaRlegents of the
University of Texas System, acting on behalf of Theversity of Texas M. D. Anderson Cancer Centet the Texas A&M
University System (collectively, the “LicensorsQnder this agreement, the Company was granted @dasixe, worldwide
license to rights (including rights to U.S. anddign patent and patent applications and relatedawgments and know-how)
for the manufacture and commercialization of twassks of organic arsenicals (water- and lipid-Bafeeduman and animal
use. The class of water-based organic arseniczlsdies darinaparsin.

As partial consideration for the license rightsadiéd, the Company made an upfront payment in 20@4.25 thousand and
granted the Licensors 250,487 shares of the Con'panynmon stock. In addition, the Company issueibap to purchase an
additional 50,222 shares outside the 2003 Stoclo®ftlan for $0.002 per share following the sucitésompletion of certain
clinical milestones, which vested with respect 20655 shares upon the filing of an InvestigationvNRrug application (“IND")
for darinaparsin in 2005 and vested with respeainimther 25,111 shares upon the completion of dasfithe last patient for
both Phase | clinical trials in 2007. The Compasgorded $120 thousand of stock based compensatp@mse related to the
vesting in 2007. The remaining 12,556 shares veiditwpon enrollment of the first patient in a maénter pivotal clinical trial,
i.e., a human clinical trial intended to provide gubstantial evidence of efficacy necessary tpahe filing of an
approvable New Drug Application (“NDA”). In additig the Licensors are entitled to receive certailestbne payments,
including $100 thousand that was paid in 2005 upercommencement of Phase | clinical trial and $#8@sand that was paid
in 2006 upon the dosing of the first patient in Registrant-sponsored Phase Il clinical trial faridaparsin. The Company may
be required to make additional payments upon aehiewnt of certain other milestones, in varying ant®which on a
cumulative basis could total up to $4.85 milliom.addition, the Licensors are entitled to recedsatty payments on sales from
a licensed product should such a product be apgrisrecommercial sale and sales of a licensed ool effected in the
United States, Canada, the European Union or JdpenLicensors also will be entitled to receiveoation of any fees that the
Company may receive from a possible sublicensenneféain circumstances. The Company also paiditensors $100
thousand in 2006 and 2007 to conduct scientifieassh with the Company obtaining exclusive righaftaesulting intellectual
property rights. The sponsored research agreergemesning this research and any related extensigpised in February 2008
with no payments being made in 2008 or 2009.

The license agreement also contains other provdsiastomary and common in similar agreements witierindustry, such
as the right to sublicense the Company rights utiteagreement. However, if the Company subliceitsefghts prior to the
commencement of a pivotal study., a human clinical trial intended to provide théstantial evidence of efficacy necessary
to support the filing of an approvable NDA, the énisors will be entitled to receive a share of tignpents received by the
Company in exchange for the sublicense (subjectttin exceptions).

License Agreement with DEKK-Tec, Inc.

On October 15, 2004, the Company entered intoeagie agreement with DEKK-Tec, Inc., pursuant tacwiiti was granted
an exclusive, worldwide license for palifosfamide. part of the signing of license agreement withKBETec, the Company
expensed an upfront $50 thousand payment to DEK&HT2004.

In consideration for the license rights, DEKK-Tecntitled to receive milestone payments upon teemence of certain
achievements of certain milestones in varying antewich on a cumulative basis may total $3.9 milliOf the aggregate
milestone payments, most of the total amount véltkeditable against future royalty payments asregiced below. The
Company expensed a $100 thousand milestone paymentachieving Phase Il milestones during the geded December 31,
2006. Additionally, in 2004 the Company issued DEK&c an option to purchase 27,616 shares of thep@oyis common
stock for $0.02 per share. Upon the execution efittense agreement, 6,904 shares vested and wieseqiently exercised in
2005 and the remaining options will vest upon déentailestone events, culminating with final FDA appal of the first NDA
submitted by the Company (or by its sublicenseep&ifosfamide. None of
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the remaining options have vested as of Decemhe2(®I9. DEKK-Tec is entitled to receive royalty pagnts on the sales of
palifosfamide should it be approved for commersae. There were no payments during 2008 or 2009.

Option Agreement withh Southern Research Instity(t&RI1”)

On December 22, 2004, the Company entered intopdimi®Agreement with SRI (the “Option Agreemengiyrsuant to
which the Company was granted an exclusive optiarbtain an exclusive license to SRI's interestértain intellectual
property, including exclusive rights related totagr isophosphoramide mustard analogs.

Also on December 22, 2004, the Company enterediiiResearch Agreement with SRI pursuant to whiehompany
agreed to spend a sum not to exceed $200 thousdwddn the execution of the agreement and DecePih@006, including a
$25 thousand payment that was made simultaneousiytire execution of the agreement, to fund reseand development
work by SRI in the field of isophosphoramide mudtanalogs. The Option Agreement was exercised bruBey 13, 2007. In
connection with the exercise of the option, minimammual royalty payments of $25 thousand were nratlee years ended
December 31, 2008 and 2007 as part of the Liceigseeent. No payment was made in 2009.

License Agreement withh Baxter Healthcare Corpoati

On November 3, 2006, the Company entered into iaitleé Asset Purchase Agreement (for indibulinfidrnicense
Agreement (to Baxter's proprietary nanosuspengionrology) with affiliates of Baxter. Indibulin énovel anti-cancer agent
that binds to tubulin, one of the essential pratdéar chromosomal segregation, and targets mitikgighe taxanes and vinca
alkaloids. It is being developed as an oral formokg the more well known antimitotic drugs are tdranes (paclitaxel,
docetaxel) and the vinca alkaloids (vincristineblastine). The purchase included the entire ifdibatellectual property
portfolio as well as existing drug substance amibake inventories. The terms of the Asset PurcAggeement included an
upfront cash payment of approximately $1.1 millaovd an additional $100 thousand payment for exjstimentory, both of
which were expensed in 2006. In addition to theamptfcosts, the Asset Purchase Agreement includidii@al milestone
payments that could amount to approximately $8iomilin the aggregate and royalties on net salgsaxfucts covered by a
valid claim of a patent for the life of the patemt a country-by-country basis. The Company expeaskgR5 thousand
milestone payment upon the successful U.S. INDiegipdn for indibulin in 2007. The License Agreerhegquires payment of
a $15 thousand annual patent and license prosafmtiintenance fee through the expiration of thettasxpire of the Licensed
Patents which is expected to expire in 2025 andlti@g on net sales of licensed products covereal\glid claim of a patent
for the life of the patent on a country-by-courttasis.

In October 2009, the Baxter License Agreement vasnaled to allow the Company to manufacturer indibul

Collaboration Agreement withh Harmon Hill, LLC

On April 8, 2008, the Company signed a collaboratigreement for Harmon Hill, LLC (“Harmon Hill") torovide
consulting and other services for the developmedta@ammercialization of oncology therapeutics b@PHARM. Under the
agreement the Company has agreed to pay Harmof2dilthousand per month for the consulting senaeekhas further
agreed to pay Harmon Hill (a) $500 thousand uperfitist patient dosing of the Specified Drug inieopel trial, which trial
uses a dosing Regime introduced by Harmon Hill; @gbrovided that the Specified Drug receives faiguy approval from
the FDA, the EMEA or another regulatory agencytfa marketing of the Specified Drug, a 1% royaftyhe Company’s net
sales will be awarded to Harmon Hill. If the SpexdfDrug is sublicensed to a third party, the agres entitles Harmon Hill to
a 1% award of royalties received from a subliceBsject to renewal or extension by the partiesténm of the agreement
was for a one year period that expired April 7,208Ithough the Company and Harmon Hill have naeesd into a formal
written renewal or extension, the parties continteedperate under the terms of the agreement at¢rbleer 31, 2009. The
Company expensed $180 thousand and $240 thousaind @008 and 2009, respectively, for consultingyises per the
aforementioned agreement. No milestones have lea@hed or accrued during the years ended Decerhp2039 or 2008.
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Other Intellectual Property Rights and Protection.

We depend upon the skills, knowledge, and expegi@hour scientific and technical personnel, ad agthose of our
advisors, consultants, and other contractors, nbmdich is patentable. To help protect proprietempw-how, which is not
patentable, and for inventions for which patenty ima difficult to enforce, we currently rely, amdthe future will continue to
rely, on trade secret protection and confidentiaijreements to protect our interests. To this eedyenerally require
employees, consultants, advisors and other contsatit enter into confidentiality agreements thrahbit the disclosure of
confidential information and, where applicable,uieg disclosure and assignment to us of the iddmsglopments, discoveries
and inventions important to our business.

Governmental Regulation

The research, development, testing, manufactuvelifey, promotion, advertising, distribution, andnketing, among other
things, of our products are extensively regulategdvernmental authorities in the United States@her countries. In the
United States, the FDA regulates drugs under tlefaé Food, Drug, and Cosmetic Act (“FDCA”) and itmplementing
regulations. Failure to comply with the applicablé. requirements may subject us to administratijedicial sanctions, such
as FDA refusal to approve pending New Drug Applaa (“NDAs”), warning letters, product recallsppluct seizures, total or
partial suspension of production or distributiarjunctions, and/or criminal prosecution.

Drug Approval Process.None of our drugs may be marketed in the U.SI thet drug has received FDA approval. The
steps required before a drug may be marketed iViBeinclude:

e Preclinical laboratory tests, animal studies, fmchulation studies;

e Submission to the FDA of an IND for human clifitesting, which must become effective before hurmianical trials
may begin;

« Adequate and well-controlled human clinical sitd establish the safety and efficacy of the dougeach indication;
e Submission to the FDA of an NDA;

e Satisfactory completion of an FDA inspection leé imanufacturing facility or facilities at whichetllrug is produced to
assess compliance with current good manufacturiagtiges, or “cGMPs”; and

e FDA review and approval of the NDA.

Preclinical tests include laboratory evaluatiopadduct chemistry, toxicity, and formulation, aslvees animal studies. The
conduct of the preclinical tests and formulatiorttaf compounds for testing must comply with fedeggllations and
requirements. The results of the preclinical tesigether with manufacturing information and anabjtdata, are submitted to
the FDA as part of an IND application, which mustbme effective before human clinical trials magibeAn IND
automatically takes effect 30 days after receiptieyFDA, unless before that time the FDA raisdstgaoncerns or questions
about issues such as the design of the trialstfisenlin the IND. In such a case, the IND sporeud the FDA must resolve
any outstanding FDA concerns or questions befanécal trials may proceed. The Company cannot wagethat submission
of an IND will result in the FDA allowing a clinit#rial(s) to be initiated.

Clinical trials involve the administration of arviestigational drug to human subjects under thersigien of qualified
investigators. Clinical trials are conducted acawgdo protocols that detail the study objectivtbg, parameters to be used in
monitoring participants’ safety, and the effectigss criteria by which the investigational drug Wil evaluated. Each protocol
must be submitted to the FDA as part of the IND.

Clinical trials are typically conducted in threegjgential phases, but the phases may overlap. Ty ptotocol and
informed consent information for study subjectsiiclinical trial must also be approved by an Insitinal Review Board for
each institution where the trial will be conduct&tudy subjects must sign an informed consent togfore participating in a
clinical trial. Phase | usually involves the initiatroduction of the investigational drug into e to evaluate its short-term
safety, dosage tolerance, metabolism, pharmacad$neind pharmacologic actions and, if possiblgaio an early indication
of its effectiveness. Phase Il usually involveal&in a limited patient population in order to €ijaluate dosage tolerance and
appropriate
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dosage; (2) identify possible adverse effects afetg risks; and (3) evaluate preliminarily thei@dty of the drug for specific
indications. Phase lll trials usually continue v@l@ate clinical efficacy and further test for gafby using the drug in its final
form in an expanded patient population. There @andyassurance that phase I, phase Il, or phassstihg will be completed
successfully within any specified period of timfeat all. Furthermore, the sponsoring company erRBDA may suspend clinical
trials at any time on various grounds, includinfinding that the subjects or patients are beingoegd to an unacceptable health
risk.

The FDCA permits the FDA and the IND sponsor taeagn writing on the design and size of clinicaidi¢s intended to
form the primary basis of a claim of effectivenasan NDA application. This process is known ascggdeéProtocol Assessment
(“SPA”") and can be a somewhat lengthy process.gkaeament may not be changed by the sponsor or Ff@Athe trial
beginsexcept(1) with the written agreement of the sponsor d&edRDA, or (2) if the director of the FDA reviewigision
determines that “a substantial scientific issuersal to determining the safety or effectiveneisthe drug” was identified after
the testing began.

Assuming successful completion of the requiredicdintesting, the results of the preclinical stediend of the clinical
studies, together with other detailed informatiocjuding information on the manufacture and conitgms of the drug, are
submitted to the FDA in the form of an NDA requegtapproval to market the product for one or modidations. The testing
and approval process requires substantial timertetind financial resources. The FDA reviews thgligation and may deem it
to be inadequate to support the registration, amdpanies cannot be sure that any approval willreatgd on a timely basis, if
at all. The FDA may also refer the applicationtte appropriate advisory committee, typically a pafelinicians, for review,
evaluation and a recommendation as to whethergplcation should be approved. The FDA is not bobpdhe
recommendations of the advisory committee.

The NDA application is the vehicle through whickéstigational drug sponsors formally propose thatRDA approve a
new pharmaceutical agent to be marketed and sdlekit).S. The data gathered during the animal etualind human clinical
trials of an IND become part of the NDA. The goaflshe NDA are to provide enough information torpér=DA to reach the
following key decisions:

« Isthe drug safe and effective in its proposes{s)s and do the benefits of the drug outweighrities?
* Isthe drug’s proposed labeling (package inserppropriate, and what it should contain?

« Are the methods used in manufacturing the drujtha controls used to maintain the dsiguality adequate to prese
the drug’s identity, strength, quality, and purity?

The FDA has various programs, including Exploratdiips (also referred to as “phase 0”), orphan dfast track, priority
review, and accelerated approval, which are inténidexpedite or simplify the process for develgpamd reviewing drugs,
and/or provide for approval on the basis surrogatipoints, or provide financial incentives and neaekclusivity. Generally,
drugs that may be eligible for one or more of thesgrams are those for serious or life-threatecmditions, those with the
potential to address unmet medical needs, and thas@rovide meaningful benefit over existing tneents. A company cannot
be certain that any of its investigational drugh gualify for any of these programs, or that, ifllaug does qualify, the review
time will be reduced.

Section 505(b)(2) of the FDCA allows the FDA to apge a follow-on drug on the basis of data in ttierstific literature or
a prior FDA approval of an NDA for a related dr@pecifically, a 505(b)(2) application is one forielhone or more of the
investigations relied upon by the applicant forrmwal were not conducted by or for the applicant] or which the applicant
has not obtained a right of reference or use ftoerperson by or for whom the investigations weredcated. A 505(b)(2)
application may be submitted for a new drug proautetn some part of the data necessary for appesealerived from studies
not conducted by or for the applicant and to whiehapplicant has not obtained a right of refereRoe a new drug, these data
are likely to be derived from published studiefeatthan the FDA'’s previous finding of safety afif@&iveness of a drug. For
changes to a previously approved drug productpatication may rely on the FDA's finding of safeind effectiveness of the
previously approved product, coupled with the infation needed to support the change from the apgrproduct. The
additional information could be new studies
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conducted by the applicant or published data. Wkésof Section 505(b)(2), described in the regutatiat 21 CFR 314.54, was
intended to encourage innovation without creatinglidate work, and reflects the principle thasitvasteful and unnecessary to
carry out studies to demonstrate what is alreadyknabout a drug. This procedure potentially makeasier for generic drug
manufacturers to obtain rapid approval of new foahdrugs based on proprietary data of the origilnafy manufacturer.

Before approving an NDA, the FDA usually will ingpehe facility or the facilities at which the drigmanufactured and
will not approve the product unless cGMP compliaiscgatisfactory. If the FDA evaluates the NDA ahnel manufacturing
facilities and deems them to be acceptable, the R4 issue an approval letter, or in many casesnglete response letter
followed subsequently by an approval letter. Theaglete response letter contains the conditionsrthest be met in order to
secure final approval of the NDA. When and if thoseditions have met with the FDA'’s satisfactidre £DA will issue an
approval letter. The approval letter authorizes wantial marketing of the drug for specific indicaits. As a condition of NDA
approval, the FDA may require post-marketing testind surveillance to monitor the drug’s safetgfficacy, or impose other
conditions.

After approval, certain changes to the approved gnoduct, such as adding new indications, inii@tertain
manufacturing changes, or making certain addititatagling claims, are subject to further FDA reviemd approval. Before a
company can market a drug product for any additiordication(s), it must obtain additional appro#ta@m FDA. Obtaining
approval for a new indication generally requirest @dditional clinical studies be conducted. A campcannot be sure that any
additional approval for new indications for any gwot candidate will be approved on a timely basist all.

Post-Approval RequirementsOften times, even after a drug has been apprbydde FDA for sale, the FDA may require
that certain post-approval requirements be satisiiecluding the conduct of additional clinical dies. If such post-approval
conditions are not satisfied, the FDA may withditsapproval of the drug. In addition, holders nfegpproved NDA are
required to: (1) report certain adverse reactiorthé FDA; (2) comply with certain requirements ceming advertising and
promotional labeling for their products; and (3ptioue to have quality control and manufacturinggedures conform to
cGMP. The FDA periodically inspects the sponsogcords relating to safety reporting and/or manuié@eg facilities; this
latter effort includes assessment of cGMP compéaiccordingly, manufacturers must continue to exiggme, money, and
effort in the area of production and quality cohtoomaintain cGMP compliance. We intend to usedthparty manufacturers to
produce our products in clinical and commercialrgiti@s, and future FDA inspections may identifymqaiance issues at the
facilities of our contract manufacturers that mésrubt production or distribution, or require swgrgtal resources to correct. In
addition, discovery of problems with a product aéipproval may result in restrictions on a prodownufacturer, or holder of
an approved NDA, including withdrawal of the protfrom the market.

Employees

As of the date of this report, the Company hasullZifme and 2 part time employees.
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Iltem 1A. Risk Factors

An investment in our common stock is very riskyaddition to the other information in this Annuadrt on Form 10-K,
you should consider carefully the following risktfars in evaluating us and our business. If anthefevents described in the
following risk factors were to occur, our businefasancial condition, results of operation and ftewgrowth prospects would
likely be materially and adversely affected. Inttbaent, the trading price of our common stock daldcline and you could lose
all or a part of your investment in our common &totherefore, we urge you to carefully review #ngire 10-K and consider
the risk factors discussed below. Moreover, thksridescribed below are not the only ones that we. fadditional risks not
presently known to us or that we currently deematenial may also affect our business, financial dition, operating results
or prospects.

Risks Related to Our Business

We will require additional financial resources inrder to continue on-going development of our produwandidates; if we are
unable to obtain these additional resources, we nbayforced to delay or discontinue clinical testing our product
candidates.

We believe based on information as of the datdisffiling that we have sufficient capital to cante in our ongoing
randomized Phase Il trial for palifosfamide andwitie initiation and enroliment of a registratioialtexpected to initiate as
early as the first half of 2010, to collect thed®rinaparsin data necessary for the design ofiatratjon and other trials with
darinaparsin while continuing the oral Phase Igria completion, and to initiate a Phase | portiba Phase I/11 trial with
indibulin. We continue to seek additional finanaiesources to fund the further development of psid&mide, darinaparsin and
indibulin. If we are unable to obtain sufficientditibnal capital, one or more of these programdatbe placed on hold.
Because we are currently devoting a significantipomof our resources to the development of paiiiosde, further progress
with the development of darinaparsin and indibuatiay be significantly delayed and may depend orstloeess of our ongoing
clinical trial involving palifosfamide.

Currently, we have no committed sources of additi@apital. We do not know whether additional fioig will be
available on terms favorable or acceptable to usnwteeded, if at all. Our business is highly casbrsive and our ability to
continue operations after our current cash ressuape exhausted depends on our ability to obtalditiadal financing and
achieve profitable operations, as to which no asses can be given. If adequate additional funelmat available when
required, or if unsuccessful in entering into parship agreements for the further development opooducts, we will be
required to delay, reduce or eliminate plannedljieal and clinical trials and terminate the apgbprocess for our product
candidates from the FDA or other regulatory autiesi In addition, we could be forced to discontiquoduct development,
reduce or forego sales and marketing efforts, fo@tractive business opportunities or pursue nraygdivestiture strategies.
In the event we are unable to continue as a gangern, we may be forced to cease operations #ftege

We need to raise additional capital to fund our gp#ons. The manner in which we raise any additiorfands may affect the
value of your investment in our common stock.

As of December 31, 2009, we had incurred approxitpai91.1 million of cumulative net losses and hagroximately
$48.8 million of cash and cash equivalents. Givenaurrent plans for development of our productdidates, we anticipate
that our cash resources will be sufficient to faod operations very early into 2012. However, clegngay occur that would
consume our existing capital prior to that timeluding the scope and progress of our researctdenelopment efforts and
changes in governmental regulation. Specificallg,aurrently anticipate commencing a registratidal for IV palifosfamide as
early as the first half of 2010. However, we ark etaluating the protocol design for this trialcluding with respect to overall
trial size, clinical endpoints and our ability eceive Special Protocol Assessment. We also cantmevaluate the appropriate
number of and locations for trial sites. We hawaesed the sufficiency of our cash resources baseour current expectations
for the trial design. However, the final trial dgsimay ultimately vary from our current expectasipwhich could materially
impact the schedule and cost of the trial andyiin,talter our use of capital and our forecashefgeriod of time through which
our financial resources will be adequate to supportoperations. In addition to the amount andrigrof expenses related
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to the planned IV palifosfamide registration trialir actual cash requirements may vary materiadignfour current
expectations for a number of other factors that malude, but are not limited to, changes in theufband direction of our
development programs, competitive and technicahades, costs associated with the development gfraduct candidates,
our ability to secure partnering arrangements,a@sts of filing, prosecuting, defending and enfogcour intellectual property
rights.

Recently, capital markets have experienced a pefiothprecedented instability that we expect maxesaly hinder our
ability to raise capital within the time periodsexded or on terms we consider acceptable, if abateover, if we fail to
advance one or more of our current product canelédiat later-stage clinical trials, successfully owencialize one or more of
our product candidates, or acquire new productidates for development, we may have difficultyadting investors that
might otherwise be a source of additional financing

In the current economic environment, our need flaiteonal capital and limited capital resources rfage us to accept
financing terms that could be significantly mortutive than if we were raising capital when theitapnarkets were more
stable. To the extent that we raise additionaltehpy issuing equity securities, our stockholdeesy experience dilution. In
addition, we may grant future investors rights sigrdo those of our existing stockholders. If veése additional funds through
collaborations and licensing arrangements, it neapdcessary to relinquish some rights to our tdoies, product candidates
or products, or grant licenses on terms that atéavorable to us. If we raise additional fundsilbgurring debt, we could incur
significant interest expense and become subjemttenants in the related transaction documentétiaincould affect the
manner in which we conduct our business.

We may not be able to commercialize any produces)eyate significant revenues, or attain profitahiji

We have never generated revenue and have incugrticant net losses in each year since our irioapfor the twelve
months ended December 31, 2009, we had a netfi@s@®million and we had incurred approximatelyl #9million of
cumulative net losses since our inception in 20U8.expect to continue to incur significant opergixpenditures. Although
we have taken near-term cost cutting measures aitngebserving capital while we pursue sourcesotémtial additional
financing, further development of our product caiadks will likely require substantial increasesim expenses as we:

* Continue to undertake clinical trials for prodeandidates;

e Scale-up the formulation and manufacturing of pnaduct candidates;
«  Seek regulatory approvals for product candidates;

« Implement additional internal systems and infiasture; and

e Hire additional personnel.

To date, none of our product candidates have bgeroeed for commercial sale in any country. Thecpes to develop,
obtain regulatory approval for, and commercialinéeptial drug candidates is long, complex, andlgobinless and until we
receive approval from the FDA and/or other regulatuthorities for our product candidates, we cased! our drugs and will
not have product revenues. Even if we obtain régnfaapproval for one or more of our product caathkg, if we are unable to
successfully commercialize our products, we maybeadble to generate sufficient revenues to actoeweaintain profitability,
or to continue our business without raising siguaifit additional capital, which may not be availalar failure to achieve or
maintain profitability could negatively impact tirading price of our common stock.
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We have a limited operating history upon which tade an investment decision.

We are a development-stage company that was inaigzbin September 2003. To date, we have not dstmaded an
ability to perform the functions necessary for siiecessful commercialization of any product caneéislalhe successful
commercialization of any product candidates witjuige us to perform a variety of functions, inclugti

« Continuing to undertake preclinical developmamd alinical trials;
« Participating in regulatory approval processes;

¢ Formulating and manufacturing products; and

* Conducting sales and marketing activities.

Our operations have been limited to organizing staffing our Company, acquiring, developing, ancuseg our
proprietary product candidates, and undertakinglipieal and clinical trials of our product candida: darinaparsin,
palifosfamide, and indibulin. These operations pie\a limited basis for you to assess our abititg@gmmercialize our product
candidates and the advisability of investing in seeurities.

The success of our growth strategy depends uponathility to identify, select, and acquire additiohpharmaceutical
product candidates for development and commercatian. Because we currently neither have nor intetalestablish
internal research capabilities, we are dependenbapharmaceutical and biotechnology companies archdemic and other
researchers to sell or license us their product dighates.

Proposing, negotiating, and implementing an econallyi viable product acquisition or license is agthy and complex
process. We compete for partnering arrangementtiarse agreements with pharmaceutical, biophaenteal, and
biotechnology companies, many of which have sigaiftly more experience than we do, and have s@gmfly more financial
resources. Our competitors may have stronger oelships with certain third parties including acaderasearch institutions,
with whom we are interested in collaborating and mave, therefore, a competitive advantage in angento partnering
arrangements with those third parties. We may railile to acquire rights to additional product ¢daigs on terms that we
find acceptable, or at all.

We expect that any product candidate to which vegiiae rights will require significant additional\dopment and other
efforts prior to commercial sale, including extenesclinical testing and approval by the FDA andlegale foreign regulatory
authorities. All drug product candidates are sutiecthe risks of failure inherent in pharmaceutmaduct development,
including the possibility that the product candaatill not be shown to be sufficiently safe or effee for approval by
regulatory authorities. Even if our product cantiidaare approved, they may not be economically faatured or produced, or
be successfully commercialized.

We actively evaluate additional product candid&tescquire for development. Such additional prodactdidates, if any,
could significantly increase our capital requiremseamd place further strain on the time of ourtigspersonnel, which may
delay or otherwise adversely affect the developréptr existing product candidates. We must mamagelevelopment
efforts and clinical trials effectively, and hiteain and integrate additional management, admatise, and sales and
marketing personnel. We may not be able to accampliese tasks, and our failure to accomplish #tlyean could prevent us
from successfully growing our Company.
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We may not be able to successfully manage our ghowt

In the future, if we are able to advance our prodaadidates to the point of, and thereafter thipetjnical trials, we will
need to expand our development, regulatory, matwiag, marketing and sales capabilities or cotitwath third parties to
provide for these capabilities. Any future growthi wlace a significant strain on our managemert an our administrative,
operational, and financial resources. Therefore fature financial performance and our ability mmamercialize our product
candidates and to compete effectively will depémgbart, on our ability to manage any future groetfectively. To manage
this growth, we must expand our facilities, augnmantoperational, financial and management systandg hire and train
additional qualified personnel. If we are unablentanage our growth effectively, our business magdrened.

Our business will subject us to the risk of lialtiliclaims associated with the use of hazardous miate and chemicals.

Our contract research and development activitieg imalve the controlled use of hazardous mateaald chemicals.
Although we believe that our safety proceduresuing, storing, handling and disposing of theseenels comply with federal,
state and local laws and regulations, we cannoptetely eliminate the risk of accidental injurya@mtamination from these
materials. In the event of such an accident, wédcbe held liable for any resulting damages andletoylity could have a
materially adverse effect on our business, findramadition, and results of operations. In additithve federal, state and local
laws and regulations governing the use, manufacstweage, handling and disposal of hazardousdioaative materials and
waste products may require our contractors to isabstantial compliance costs that could materediyersely affect our
business, financial condition, and results of opiens.

We rely on key executive officers and scientificcamedical advisors, and their knowledge of our messs and technical
expertise would be difficult to replace.

We are highly dependent on Dr. Jonathan LewisGhief Executive Officer and Chief Medical Offic&ichard Bagley,
our President, Chief Operating Officer and Chiefdricial Officer, and our principal scientific, régtory, and medical advisors.
Dr. Lewis’ and Mr. Bagley's employment are govertgdwritten employment agreements that providgdams that expire in
January 2011 and July 2011, respectively. Dr. Lamig Mr. Bagley may terminate their employment wishat any time,
subject, however, to certain non-compete and ntioitstion covenants. The loss of the technicalwlealge and management
and industry expertise of Dr. Lewis and Mr. Bagleyany of our other key personnel, could resutférays in product
development, loss of customers and sales, andsitiveof management resources, which could adveedtdgt our operating
results. We do not carry “key person” life insuramolicies on any of our officers or key employees.

If we are unable to hire additional qualified persoel, our ability to grow our business may be harche

We will need to hire additional qualified personnéth expertise in preclinical and clinical resdaend testing, government
regulation, formulation and manufacturing, and ¢ually, sales and marketing. We compete for quaifndividuals with
numerous biopharmaceutical companies, universiied,other research institutions. Competition fatsindividuals is intense
and we cannot be certain that our search for sacsopnel will be successful. Attracting and retagnjualified personnel will
be critical to our success. If we are unable te halditional qualified personnel, our ability tagrour business may be harmed.
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We may incur substantial liabilities and may be rgced to limit commercialization of our products iresponse to product
liability lawsuits.

The testing and marketing of medical products éatainherent risk of product liability. If we caoihsuccessfully defend
ourselves against product liability claims, we niragur substantial liabilities or be required to iimommercialization of our
products, if approved. Even a successful defensddarrequire significant financial and managemesbteces. Regardless of
the merit or eventual outcome, liability claims nragult in:

» Decreased demand for our product candidates;

e Injury to our reputation;

«  Withdrawal of clinical trial participants;

« Withdrawal of prior governmental approvals;

* Costs of related litigation;

e Substantial monetary awards to patients;

e  Product recalls;

* Loss of revenue; and

*  The inability to commercialize our product caratis.

We currently carry clinical trial insurance and gwet liability insurance. However, our inability tenew our policies or to
obtain sufficient insurance at an acceptable ocmsfdcprevent or inhibit the commercialization ofapmaceutical products that
we develop, alone or with collaborators.

Risks Related to the Clinical Testing, Regulatory fproval and
Manufacturing of Our Product Candidates

If we are unable to obtain the necessary U.S. orldwide regulatory approvals to commercialize angoduct candidate, our
business will suffer.

We may not be able to obtain the approvals necgssaommercialize our product candidates, or awglpct candidate that
we may acquire or develop in the future for comnadigale. We will need FDA approval to commercialaur product
candidates in the U.S. and approvals from regulaathorities in foreign jurisdictions equivaleatthe FDA to commercialize
our product candidates in those jurisdictions.riaheo to obtain FDA approval of any product candidate must submit to the
FDA a New Drug Application, demonstrating that greduct candidate is safe for humans and effeftivés intended use.
This demonstration requires significant researahamimal tests, which are referred to as preclirstaies, as well as human
tests, which are referred to as clinical trialstis$action of the FDA'’s regulatory requirementsitglly takes many years,
depending upon the type, complexity, and noveltthefproduct candidate, and will require substangisources for research,
development, and testing. We cannot predict whatheresearch, development, and clinical approaatieeesult in drugs that
the FDA will consider safe for humans and effecfiwetheir intended uses. The FDA has substanis&irdtion in the drug
approval process and may require us to conductiaddi preclinical and clinical testing or to panio post-marketing studies.
The approval process may also be delayed by changesernment regulation, future legislation, dmanistrative action or
changes in FDA policy that occur prior to or durimgr regulatory review. Delays in obtaining regatgtapprovals may:

» Delay commercialization of, and our ability toride product revenues from, our product candidates;
* Impose costly procedures on us; and

« Diminish any competitive advantages that we mtigivise enjoy.
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Even if we comply with all FDA requests, the FDAyndtimately reject one or more of our NDAs. We ganbe sure that
we will ever obtain regulatory clearance for anyaf product candidates. Failure to obtain FDA apal for our product
candidates will severely undermine our busineskeaying us without a saleable product, and theesfathout any potential
revenue source, until another product candidateéoeatteveloped. There is no guarantee that we wélt be able to develop or
acquire another product candidate or that we vbitam FDA approval if we are able to do so.

In foreign jurisdictions, we similarly must receigpproval from applicable regulatory authoritiefobe we can
commercialize any drugs. Foreign regulatory apprpvacesses generally include all of the risks eisged with the FDA
approval procedures described above.

Our product candidates are in various stages ohaal trials, which are very expensive and time-caming. We cannot be
certain when we will be able to file an NDA witheéhFDA and any failure or delay in completing clindd trials for our
product candidates could harm our business.

Our product candidates are in various stages afldpment and require extensive clinical testingtviNthstanding our
current clinical trial plans for each of our exigfiproduct candidates, we may not be able to coroenadditional trials or see
results from these trials within our anticipatedelines. As such, we cannot predict with any cetyaf or when we might
submit an NDA for regulatory approval of our protloandidates or whether such an NDA will be acapBecause we do not
anticipate generating revenues unless and untdubenit one or more NDAs and thereafter obtain @tpiIFDA approvals, the
timing of our NDA submissions and FDA determinatiargarding approval thereof, will directly afféfcand when we are able
to generate revenues.

Clinical trials are very expensive, time-consumirand difficult to design and implement.

Human clinical trials are very expensive and diffico design and implement, in part because theysabject to rigorous
regulatory requirements. The clinical trial procisslf is also time consuming. We estimate thiichl trials of our product
candidates will take at least several years to ¢etmpFurthermore, failure can occur at any stddbeotrials, and we could
encounter problems that cause us to abandon aatrefi@cal trials. The commencement and completibalinical trials may
be delayed by several factors, including:

e Unforeseen safety issues;

e Determination of dosing issues;

e Lack of effectiveness during clinical trials;

< Slower than expected rates of patient recruitment

< Inability to monitor patients adequately duringadter treatment; and

« Inability or unwillingness of medical investigasao follow our clinical protocols.

We have received “Orphan Drug” status for palifosfde in both the United States and Europe and wéapeful that we
may be able to obtain “Fast Track” and/or Orphandstatus from the FDA for our product candidakest Track allows the
FDA to facilitate development and expedite revidwimgs that treat serious and life-threateningdétions so that an approved
product can reach the market expeditiously. Fasti status does not apply to a product alone, fipliess to a combination of a
product and the specific indications for whichsibieing studied. Therefore, it is a drug’s develeptprogram for a specific
indication that receives Fast Track designatioph@n Drug status promotes the development of ptedhat demonstrate the
promise for the diagnosis and treatment of oneadis@r condition and affords certain financial enatket protection benefits
to successful applicants. However, there is noantae that any of our product candidates, other pladifosfamide, will be
granted Orphan Drug status or will be granted Feastk status by the FDA or that, even if such poddandidate is granted
such status, the product candidate’s clinical dgwalent and regulatory approval process will notiékayed or will be
successful.
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In addition, we or the FDA may suspend our clinicalls at any time if it appears that we are exppparticipants to
unacceptable health risks or if the FDA finds deficies in our IND submission or in the conducttafse trials. Therefore, we
cannot predict with any certainty the scheduléeftiture clinical trials.

The results of our clinical trials may not suppoour product candidate claims.

Even if our clinical trials are completed as plathnge cannot be certain that their results willgan approval of our
product candidates. Success in preclinical testirdyearly clinical trials does not ensure thatleli@ical trials will be
successful, and we cannot be certain that thetsesulater clinical trials will replicate the rd&iof prior clinical trials and
preclinical testing. The clinical trial process nfail to demonstrate that our product candidatessafe for humans and
effective for the indicated uses. This failure wbohuse us to abandon a product candidate and etey development of other
product candidates. Any delay in, or terminationaafr clinical trials will delay the filing of oUKDAs with the FDA and,
ultimately, our ability to commercialize our prodwandidates and generate product revenues. Iti@ddiur clinical trials
involve small patient populations. Because of tinalssample size, the results of these clinicaldrimay not be indicative of
future results.

Because we are dependent upon clinical researchiinons and other contractors for clinical testgpand for research and
development activities, the results of our clinidalals and such research activities are, to a @art extent, beyond our
control.

We materially rely upon independent investigatard eollaborators, such as universities and medhséitutions, to conduct
our preclinical and clinical trials under agreensenith us. These collaborators are not our empgeel we cannot control the
amount or timing of resources that they devoteutoprograms. These investigators may not assigmess a priority to our
programs or pursue them as diligently as we wduleeiwere undertaking such programs ourselvesutide collaborators fail
to devote sufficient time and resources to our dhergelopment programs, or if their performanceautsssandard, the approval of
our FDA applications, if any, and our introductioihnew drugs, if any, will be delayed. These catlators may also have
relationships with other commercial entities, savheshom may compete with us. If our collaboratassist our competitors to
our detriment, our competitive position would berhad.

Our reliance on third parties to formulate and maffiacture our product candidates exposes us to a nemaf risks that may
delay the development, regulatory approval and coenamalization of our products or result in higherrpduct costs.

We do not have experience in drug formulation onuafiacturing and do not intend to establish our ewemufacturing
facilities. We lack the resources and expertisemmulate or manufacture our own product candidatés currently are
contracting for the manufacture of our product ¢datks. We intend to contract with one or more rfacturers to
manufacture, supply, store, and distribute drugkesp for our clinical trials. If a product candidave develop or acquire in the
future receives FDA approval, we will rely on orrenaore third-party contractors to manufacture auigd. Our anticipated
future reliance on a limited number of third-pamgnufacturers exposes us to the following risks:

*  We may be unable to identify manufacturers oreptable terms or at all because the number of patenanufacturers
is limited and the FDA must approve any replacengentractor. This approval would require new testind
compliance inspections. In addition, a new manufactwould have to be educated in, or develop aniisdly
equivalent processes for, production of our prosiafter receipt of FDA approval, if any.

e Our third-party manufacturers might be unablétoulate and manufacture our drugs in the volune &t the quality
required to meet our clinical needs and commeraals, if any.

»  Our future contract manufacturers may not perfagragreed or may not remain in the contract matwiag business
for the time required to supply our clinical tri@isto successfully produce, store, and distrilmuteproducts.
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< Drug manufacturers are subject to ongoing petiadiannounced inspection by the FDA, the Drug Ewforent
Administration the “DEA”), and corresponding statgencies to ensure strict compliance with good rf@atwring
practices and other government regulations anaspanding foreign standards. We do not have coatre thirdparty
manufacturers’ compliance with these regulatiorss standards.

e If any third-party manufacturer makes improvensantthe manufacturing process for our productsmag not own, or
may have to share, the intellectual property rigbtthe innovation.

Each of these risks could delay our clinical trith® approval, if any, of our product candidatgshe FDA or the
commercialization of our product candidates or Itaathigher costs or deprive us of potential proievenues.

Risks Related to Our Ability to Commercialize Our Rroduct Candidates

If we are unable either to create sales, marketiagd distribution capabilities or enter into agreemis with third parties to
perform these functions, we will be unable to conmeialize our product candidates successfully.

We currently have no marketing, sales, or distidsutapabilities. If and when we become reasoneéitain that we will be
able to commercialize our current or future produate anticipate allocating resources to the marggesales and distribution
of our proposed products in North America; howewear,cannot assure that we will be able to marledt, &nd distribute our
products successfully. Our future success alsodeagnd, in part, on our ability to enter into araimtain collaborative
relationships for such capabilities and to encoeithg collaborator’s strategic interest in the picid under development, and
such collaborator’s ability to successfully mar&at sell any such products. Although we intenduisipe certain collaborative
arrangements regarding the sale and marketingrgfradlucts, there are no assurances that we wébleeto establish or
maintain collaborative arrangements or, if we dole &0 do so, whether we would be able to conducbwn sales efforts.
There can also be no assurance that we will betal@stablish or maintain relationships with thirakty collaborators or
develop in-house sales and distribution capalslifi® the extent that we depend on third partiesnfarketing and distribution,
any revenues we receive will depend upon the sfiairsuch third parties, and there can be no asseithat such efforts will be
successful. In addition, there can also be no assarthat we will be able to market and sell oodpcts in the United States or
overseas.

If we are not able to partner with a third partylame not successful in recruiting sales and miaudkgtersonnel or in
building a sales and marketing infrastructure, vilehave difficulty commercializing our product cdidates, which would
harm our business. If we rely on pharmaceuticéliotechnology companies with established distrdougystems to market our
products, we will need to establish and maintaingaiship arrangements, and we may not be abletér mto these
arrangements on acceptable terms or at all. Textent that we enter into co-promotion or otheamagements, any revenues
we receive will depend upon the efforts of thirdtjges that may not be successful and that will by partially in our control.

If we cannot compete successfully for market shagainst other drug companies, we may not achieviisient product
revenues and our business will suffer.

The market for our product candidates is charamdrby intense competition and rapid technologidaiances. If a product
candidate receives FDA approval, it will competéwva number of existing and future drugs and thesageveloped,
manufactured and marketed by others. Existing turéucompeting products may provide greater ther@&peonvenience or
clinical or other benefits for a specific indicatithan our products, or may offer comparable peréorce at a lower cost. If our
products fail to capture and maintain market shaeemay not achieve sufficient product revenuesandusiness will suffer.
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We will compete against fully integrated pharmamlitcompanies and smaller companies that arelmoiding with larger
pharmaceutical companies, academic institutiongeigunent agencies and other public and privatearebBeorganizations.
Many of these competitors have products alreadycsepl or in development. In addition, many of thesmpetitors, either
alone or together with their collaborative partneggerate larger research and development prografmesve substantially
greater financial resources than we do, as walgsficantly greater experience in:

e Developing drugs;

e Undertaking preclinical testing and human clihicils;
e Obtaining FDA and other regulatory approvals afgs;
e Formulating and manufacturing drugs; and

* Launching, marketing, and selling drugs.

If physicians and patients do not accept and use product candidates, our ability to generate rexenfrom sales of our
products will be materially impaired.

Even if the FDA approves our product candidategsjgians and patients may not accept and use theoeptance and use
of our products will depend upon a number of fexiocluding:

» Perceptions by members of the health care comyuncluding physicians, about the safety andaifeness of our
drugs;

« Pharmacological benefit and cost-effectivenessunfproducts relative to competing products;

« Availability of reimbursement for our product®fn government or other healthcare payors;

- Effectiveness of marketing and distribution ef§dny us and our licensees and distributors, if ang
e The price at which we sell our products.

Because we expect sales of our current productidates, if approved, to generate substantiallpfadlur product revenues
for the foreseeable future, the failure of a dmudiid market acceptance would harm our businedscanld require us to seek
additional financing in order to fund the developrnef future product candidates.

Our ability to generate product revenues will berdnished if our drugs sell for inadequate prices patients are unable to
obtain adequate levels of reimbursement.

Our ability to commercialize our drugs, alone othwgollaborators, will depend in part on the extenivhich reimbursement
will be available from:

* Government and health administration authorities;
»  Private health maintenance organizations andthéeedurers; and
e Other healthcare payers.

Government and other healthcare payers increasaitgynpt to contain healthcare costs by limitinghbmverage and the
level of reimbursement for drugs. As a result, wenot provide any assurances that third-party gayit provide adequate
coverage of and reimbursement for any of our probdacdidates. If we are unable to obtain adequaterage of and payment
levels for our product candidates from third-par&yors, physicians may limit how much or under wtiadumstances they will
prescribe or administer them and patients may igedt purchase them. This in turn could affectahility to successfully
commercialize our products and impact our profltgband future success.

19




TABLE OF CONTENTS

In both the United States and certain foreign licisons, there have been a number of legislatheragulatory policies
and proposals in recent years to change the haadtlsystem in ways that could impact our abilitgeét our products
profitably. On December 8, 2003, President Bushesignto law the Medicare Prescription Drug, Immnaent and
Modernization Act of 2003 (“MMA"), which containgmong other changes to the law, a wide varietshahges that have and
will impact Medicare reimbursement of pharmacedusita physicians and hospitals.

There also likely will continue to be legislativedaregulatory proposals that could bring aboutifigant changes in the
healthcare industry. We cannot predict what foroséhchanges might take or the impact on our busiofeany legislation or
regulations that may be adopted in the future. ift@@ementation of cost containment measures ondtbelthcare reforms may
prevent us from being able to generate revenuwangitofitability, or commercialize our products.

In addition, in many foreign countries, particwatthe countries of the European Union, the pri@hgrescription drugs is
subject to government control. We may face comipetitor our product candidates from lower-priceddurcts in foreign
countries that have placed price controls on pheewécal products. In addition, there may be imgiwh of foreign products
that compete with our own products, which couldategly impact our profitability.

Risks Related to Our Intellectual Property

If we fail to adequately protect or enforce our gltectual property rights or secure rights to patsrof others, the value of
our intellectual property rights would diminish.

Our success, competitive position, and future raesiwill depend in part on our ability and the iéieg of our licensors to
obtain and maintain patent protection for our patgumethods, processes and other technologipseserve our trade secrets,
to prevent third parties from infringing on our priztary rights, and to operate without infringitng proprietary rights of third
parties.

To date, we have exclusive rights to certain Utfdl. fareign intellectual property. We anticipaténiij additional patent
applications both in the U.S. and in other cousirés appropriate. However, we cannot predict:

* The degree and range of protection any pateditgffiord us against competitors, including whettigrd parties will
find ways to invalidate or otherwise circumvent patents;

e If and when patents will be issued;

«  Whether or not others will obtain patents claighaspects similar to those covered by our patemigpatent
applications; or

«  Whether we will need to initiate litigation ormdhistrative proceedings that may be costly whettiemwin or lose.

Our success also depends upon the skills, know]eageexperience of our scientific and technicaspenel, our
consultants and advisors, as well as our licereadscontractors. To help protect our proprietagviinow and our inventions
for which patents may be unobtainable or diffi¢albbtain, we rely on trade secret protection amtfidentiality agreements.
To this end, it is our general policy to require employees, consultants, advisors, and contratdogater into agreements that
prohibit the disclosure of confidential informatiand, where applicable, require disclosure andyassent to us of the ideas,
developments, discoveries, and inventions impottaour business. These agreements may not pradielguate protection for
our trade secrets, know-how or other proprietafgrmation in the event of any unauthorized useiscldsure or the lawful
development by others of such information. If afipur trade secrets, know-how or other proprietafgrmation is disclosed,
the value of our trade secrets, know-how and qthaprietary rights would be significantly impairadd our business and
competitive position would suffer.
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Third-party claims of intellectual property infringment would require us to spend significant timecamoney and could
prevent us from developing or commercializing ouogucts.

In order to protect or enforce patent rights, wey initiate patent litigation against third parti€milarly, we may be sued
by others. We also may become subject to procesdiogducted in the U.S. Patent and Trademark Qffictuding
interference proceedings to determine the priaitynventions, or reexamination proceedings. Initmid, any foreign patents
that are granted may become subject to oppositigliity, or revocation proceedings in foreign jdiictions having such
proceedings opposed by third parties in foreigisglictions having opposition proceedings. The dedesnd prosecution, if
necessary, of intellectual property actions arglgasd divert technical and management personmal/drom their normal
responsibilities.

No patent can protect its holder from a claim dfitgement of another patent. Therefore, our pgpesition cannot and
does not provide any assurance that the commeaaiain of our products would not infringe the pateghts of another. While
we know of no actual or threatened claim of inféngent that would be material to us, there can bassarance that such a
claim will not be asserted.

If such a claim is asserted, there can be no asseitaat the resolution of the claim would pernsita continue marketing
the relevant product on commercially reasonablmdeif at all. We may not have sufficient resourtebring these actions to a
successful conclusion. If we do not successfullgue any infringement actions to which we beconpary or are unable to
have infringed patents declared invalid or unerdalide, we may have to pay substantial monetary gespavhich can be
tripled if the infringement is deemed willful, oelsequired to discontinue or significantly delayntoercialization and
development of the affected products.

Any legal action against us or our collaboratoesming damages and seeking to enjoin developmentakarketing
activities relating to affected products couldatdition to subjecting us to potential liabilityrfdamages, require us or our
collaborators to obtain licenses to continue toettgy, manufacture, or market the affected prod&ish a license may not be
available to us on commercially reasonable terfred, all.

An adverse determination in a proceeding invohang owned or licensed intellectual property mapwlentry of generic
substitutes for our products.

Other Risks Related to Our Company

We are subject to Sarbanes-Oxley and the reportiaguirements of federal securities laws, which cha expensive.

As a public reporting company, we are subject é03hrbanes-Oxley Act of 2002, as well as to thermétion and reporting
requirements of the Securities Exchange Act of 1834amended, and other federal securities lawa. rasult, we incur
significant legal, accounting, and other expenkaswe did not incur as a private company, inclgdinsts associated with our
public company reporting requirements and corpagaternance requirements. As an example of pubponting company
requirements, we evaluate the effectiveness ofafisee controls and procedures and of our intezoatrol over financing
reporting in order to allow management to reporsoch controls. Pursuant to Sarbanes-Oxley, o@pieddent registered
public accounting firm will be attesting to theadfiveness of our internal control over financegarting, as of December 31,
2010, in our Annual Report on Form 10-K for thefisyear ending December 31, 2010. While managehashot currently
identified any material weaknesses in our intecoatrol over financial reporting, there can be ssusance that we will not
identify identified any material weaknesses dutimg current year or that our systems will be deeeftattive when our
independent registered public accounting firm regi¢he systems during 2010 and tests transactliorsldition, any updates to
our finance and accounting systems, proceduresamitols, which may be required as a result ofangoing analysis of
internal controls, or results of testing by ourépdndent auditor, may require significant time axpgense.

As a company with limited capital and human resesyour management has identified that there @tenpal for a lack of
segregation of duties due to the limited numbezroployees within our company’s financial and adstiative functions.
Management believes that, based on the employeelv@d and the increased monitoring control proceslin place, risks
associated with such lack of segregation are goifgiant and that the potential benefits of addéngployees to segregate
duties more clearly do not justify the
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associated added expense. However, our managesngatking to continuously monitor and improve imigrcontrols and has
set in place controls to mitigate the potentialreggtion of duties risk. In the event significaefidiencies or material
weaknesses are indentified in our internal cordvelr financial reporting that we cannot remediata timely manner, investors
and others may lose confidence in the reliabilftpur financial statements and the trading pricewrfcommon stock and
ability to obtain any necessary equity or debtriciag could suffer. In addition, in the event tbat independent registered
public accounting firm is unable to rely on oureirital controls over financial reporting in connentivith its audit of our
financial statements, and in the further eventithatunable to devise alternative proceduresritento satisfy itself as to the
material accuracy of our financial statements atated disclosures, we may be unable to file otiodi reports with the
Securities and Exchange Commission. This wouldylikave an adverse affect on the trading priceuwfammmon stock and
our ability to secure any necessary additionaltgauri debt financing, and could result in the deig of our common stock
from the NASDAQ Capital Market, which would sevegrémit the liquidity of our common stock.

There is not now, and there may not ever be anaetnarket for shares of our common stock.

In general, there has been limited trading activitghares of the Company’s common stock. The simaling volume may
make it more difficult for our stockholders to siiéir shares as and when they choose. Furthersioia| trading volumes
generally depress market prices. As a result, yay mot always be able to resell shares of our comshack publicly at the
time and prices that you feel are fair or apprdpria

Our common stock could be delisted from The NASD&@pital Market, which could negatively impact theige of our
common stock and our ability to access the capiterkets.

Our common stock is listed on The NASDAQ Capitalrkéd. The listing standards of The NASDAQ Capitadrikiet
provide, among other things, that a company magdtisted if the bid price of its stock drops bel®00 for a period of 30
consecutive trading days. In addition, our totatkholders’ equity at December 31, 2009 was apprately $28.1 million. If
our stockholders’ equity is less than $2.5 milliare will fail to comply with The NASDAQ Capital Mket's listing standards if
shares of our common stock fail to have an aggeegairket value of at least $35 million for 30 cang®e trading days. If we
fail to comply with these or other listing standaapplicable to us, our common stock may be ddlistan The NASDAQ
Capital Market. The delisting of our common stoakud significantly affect the ability of investots trade our securities and
would significantly negatively affect the value digliidity of our common stock. In addition, thelidéng of our common stock
could materially adversely affect our ability tasecapital on terms acceptable to us or at alisieg from The NASDAQ
Capital Market could also have other negative tesiricluding the potential loss of confidence bpgliers and employees, the
loss of institutional investor interest and fewasiness development opportunities.

Anti-takeover provisions in our charter documenta@dunder Delaware law may make an acquisition of, ughich may be
beneficial to our stockholders, more difficult.

Provisions of our amended and restated certifichiecorporation and bylaws, as well as provisioh®elaware law, could
make it more difficult for a third party to acquius, even if doing so would benefit our stockhadddihese provisions authorize
the issuance of “blank check” preferred stock tmatld be issued by our board of directors to ineeghe number of
outstanding shares and hinder a takeover attemgtjrait who may call a special meeting of stockdesk. In addition, Section
203 of the Delaware General Corporation Law, wigobhibits business combinations between us andon®re significant
stockholders unless specified conditions are may, discourage, delay or prevent a third party femguiring us.

Because we do not expect to pay dividends, younaeilrealize any income from an investment in owramon stock unless
and until you sell your shares at profit.

We have never paid dividends on our capital staxkwe do not anticipate that we will pay any divide for the
foreseeable future. Accordingly, any return onrarestment in our Company will be realized, if at ahly when you sell shares
of our common stock.
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Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

Our corporate office is located at 1180 Avenuehef Americas, 19th Floor, New York, NY 10036. TheaN¢éork office
space is subject to a five-year lease agreemenetipaes in June 2010. Under the terms of theeleas lease approximately
2,580 square feet and are required to make morghtal payments of approximately $11 thousand tjindhe remainder of the
term of the lease. We also maintain business anelalement operations in Boston, Massachusetts wifaoe facility that
occupies approximately 12,000 square feet. ThedBostfice space consists of two floors which agests pursuant to two
separate lease agreements. The second floor, d¢giz2e feet, is under a three-year lease thatesxgjoril 2010 and we are
required to make monthly rental payments of appnaxely $11 thousand through the remainder of thgedéerm. The third
floor, 6,750 square feet, is under a five-yearddahat expires August 2012 and we are requiredaicermonthly rental
payments that range from approximately $15 thoustamihg the current year of the lease to approxéga®16 thousand during
the last year of the lease (see Note 7 to the diahstatements, Commitments and Contingencies).

Item 3. Legal Proceedings
We are not currently involved in any material legadceedings.
Item. 4. Submission of Matters to a Vote of SecurtHolders

No matters were submitted to a vote of our sectdtgers during the fourth quarter of the fiscahyended December 31,
20009.
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PART Il
Iltem 5. Market for Common Equity and Related Stocktolders Matters

Market for Common Stock

Our common stock trades on the NASDAQ Capital Madkaler the symbol “ZIOP.” The following table séisth the high
and low sale prices for our common stock duringhegarter within the two most recently completestdi years as reported by
the NASDAQ Capital Market.

2009 2008
Quarter Ended High Low High Low
March 31 $ 09 $ 051 $ 368 $ 2.3t
June 30 $ 214 $ 05C $ 33 $ 1.8C
September 30 $ 274 $ 128 $ 21¢ $ 1.07
December 31 $ 41C $ 23t $ 17¢ $ 0.5¢

Record Holders

As of March 4, 2010, we had approximately 212 hidd# record of our common stock, one of which Wasle & Co., a
nominee for Depository Trust Company, or DTC. Sharfecommon stock that are held by financial ingitins as nominees for
beneficial owners are deposited into participacbaats at DTC, and are considered to be held airdeloy Cede & Co. as one
stockholder. As of March 4, 2010, we had approxatya8,100 beneficial holders of our common stock.

Dividends

We have never declared or paid a cash dividenduoe@mmon stock and do not anticipate paying amsh cividends in the
foreseeable future.

Recent Sales of Unregistered Securities

None.

Issuer Purchases of Equity Securities

During 2009, we purchased 103,823 restricted sHemasemployees to cover withholding taxes due ftbmemployees at
the time the shares vested. The following tableides information about these purchases of resttishares for the year ended
December 31, 2009:

Maximum
Total Number of Number (or
Shares Approximate
Purchased as Dollar Value) of
Part of Publicly Shares that May
Total Number of Average Price Announced Yet Be Purchased
Shares Paid per Plans or Under the Plans
Period Purchased Share ($) Programs or Programs

January 1 to 31, 2009 —
February 1 to 28, 2009 —
March 1 to 31, 2009 —
April 1 to 30, 2009 —
May 1 to 31, 2009 —
June 1 to 30, 2009 —
July 1 to 31, 2009 —
August 1 to 31, 2009 —
September 1 to 30, 2009 —
October 1 to 31, 2009 —

B B P B B B B B B B
|
|
|



December 1 to 31, 2009 103,820 $ 3.6¢€
Total 103,82:

24




TABLE OF CONTENTS

Item 6. Selected Financial Data

Smaller reporting companies are not required teigeodisclosure pursuant to this Item.

Iltem 7. Management Discussion and Analysis of Finaial Condition and Results of Operation

The following “Management's Discussion and Analydiginancial Condition and Results of Operatioras’ well as
disclosures included elsewhere in this Form 10aKlude “forward-looking statements” within the maanof the Private
Securities Litigation Reform Act of 1995. This Amtovides a safe harbor for forward-looking statetsém encourage
companies to provide prospective information alibemselves so long as they identify these staterantorward-looking and
provide meaningful cautionary statements identgyimportant factors that could cause actual resaltsffer from the
projected results. All statements other than statesof historical fact we make in this Form 10+ gorward-looking. In
particular, the statements herein regarding fusates and operating results; our ability to raeg@tal or finance our operations;
Company and industry growth and trends; growtthefrharkets in which the Company participates; ngonal events;
product performance; the generation, protectionauglisition of intellectual property, and litigati related to such intellectual
property; new product introductions; development®fv products, technologies and markets; the aitigni®f or investment in
other entities; the construction of new or refunbignt of existing facilities by the Company; anatsments preceded by,
followed by or that include the words “intends”stinates”, “plans”, “believes”, “expects”, “anti@ges”, “should”, “could” or
similar expressions, are forward-looking statemdrtsward-looking statements reflect our curremestations and are
inherently uncertain. Our actual results may diffignificantly from our expectations. We assumehligation to update this
forward-looking information. The section entitleRisk Factors” describes some, but not all, of #wdrs that could cause these
differences.

The following discussion and analysis should bel ieaconjunction with our historical financial statents and the notes to
those financial statements which are includedemIB of Part Il of this Form 10-K.

Business Overview:

ZIOPHARM Oncology, Inc. is a biopharmaceutical camp that is seeking to develop and commercialidiverse, risk-
sensitive portfolio of in-licensed cancer drugs ten address unmet medical needs through enhafifoegty and/or safety and
quality of life. Our principal focus is on the litging and development of proprietary small molecuieg candidates that are
related to cancer therapeutics already on the rharkia development and that can be administerethiogvenous and/or oral
capsule dosing. We believe this strategy will regsulower risk and expedited drug development paogs with product
candidates having a low cost of manufacturing @ress changing reimbursement requirements aroengahld. While we
may endeavor to commercialize our products on aur io North America, we recognize that favorablaichl trial results can
be better addressed by partnering with companigsthve requisite financial resources. With partmgriwve could also negotiate
the right to complete development and marketinggiriain geographies, especially for certain limieidhe) indications.
Although we are currently in phase | and/or 1l $sdor three product candidates identified asndguarsin (ZinapalV , ZIO-
101), palifosfamide (ZymafoS" , Z10-201), and indibulin (ZybulidM , ZI0-301), our current focus has been and remains
palifosfamide development and more specificalljcompleting the ongoing randomized phase Il trighvpalifosfamide to
support a registration trial for palifosfamide ionebination with doxorubicin in the front- and seddme setting of soft tissue
sarcoma. We anticipate the initiation of such astegtion trial as early as the first half of 2010.

*  ZIO-101 or darinaparsin (Zinap&¥ ) is an anti-mitochondrial (organic arsenic) compogovered by issued patents
and pending patent applications in the U.S. arfdrigign countries. A form of commercially availali®rganic arsenic
(arsenic trioxide [Trisenox®] or “ATO") has beenppved in the United States and the European UainshJapan for
the treatment of acute promyelocytic leukemia,ecancerous condition. In the United States, ATGnishe compendia
listing for the therapy of multiple myeloma, andshzeen studied for the treatment of various othacers.
Nevertheless, ATO has been shown to be toxic théaet, liver, and brain, which limits its use asamt-cancer agent.
ATO carries a “black box” warning for ECG abnorntiak since arsenic trioxide has been shown to cQdsmterval
prolongation and complete atrioventricular blocR. frolongation can lead totarsade de pointegype ventricular
arrhythmia, which can be fatal. Inorganic arseris also been shown to cause cancer of the skiungdn humans.
The toxicity of arsenic
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is generally correlated to its accumulation in eigyand tissues. Our preclinical and clinical stadéedate have
demonstrated that darinaparsin is considerablyttegs than ATO, particularly with regard to cardi@xicity. In vitro
testing of darinaparsin using the National Cannstitute’s human cancer cell panel demonstratadigcagainst a
series of tumor cell lines including lung, colomain, melanoma, ovarian, and kidney cancer. Modeaaativity was
shown against breast and prostate cancer tumadirasl In addition to solid tumors vitro testing in both the Nation
Cancer Institute’s cancer cell panel andivotesting in a leukemia animal model demonstratedtsubial activity
against hematological cancers (cancers of the ldoddblood-forming tissues) such as leukemia, lyoné,
myelodysplastic syndromes, and multiple myelomauRe indicate significant activity against the HZg cutaneous T-
cell ymphoma, the NK-G2MI natural killer-cell NHIKARPAS-299 T-cell NHL, SU-DHL-8 B-cell NHL, SU-DH{10
B-cell NHL and SU-DHL-16 B-cell NHL cell lines. Refinical studies have also established anti-angi@gproperties
of darinaparsin and provided support for the dgwalent of an oral capsule form of the drug, andudistaed synergy of
darinaparsin in combination with other approved-aahcer agents.

Phase | testing of the intravenous (1V) form ofidaparsin in solid tumors and hematological canbessbeen
completed. We reported clinical activity and, impotly, a safety profile from these studies as jgted by preclinical
results. We subsequently completed Phase Il stini@dvanced myeloma and primary liver cancer archaaring
completion of a Phase Il study in certain other &erlogical cancers. In addition, we are completiag Phase | studies
with an oral capsule form of darinaparsin. At theyM2009 annual meeting of the American Societylofi€al
Oncology, we reported favorable results from tid tvith IV-administered darinaparsin in lymphonpayticularly
peripheral T-cell lymphoma. In the ongoing Phas@ls, also reported at the ASCO annual meetingjjrpinary data
primarily in solid tumors indicate the oral formdstive and well tolerated. We are completing daléection from the
IV Phase Il trial to address a registration andpthals with the U.S. Food and Drug Administratidhe oral Phase |
program will be progressed to establish a doséuftiner clinical testing.

*  ZIO-201 or palifosfamide (Zymafdd' ), comprises the active metabolite of ifosfamidepmpound chemically related
to cyclophosphamide. Patent applications coveriognetary forms of palifosfamide for pharmaceduticamposition
and method of use have been filed in the U.S. ardriationally and in the U.S. we recently receiaddotice of patent
allowance. Like cyclophosphamide, ifosfamide anddaenustine, palifosfamide is a DNA alkylating agentorm of
cancer therapy to treat a wide range of solid tsnamd hematological malignancies. We believe thebphosphamide
is the most widely used alkylating agent in cariberapy, with significant use in the treatment ii#dst cancer and non-
Hodgkin’s lymphoma. Bendamustine has been recaptyyoved and successfully launched by CephalomeiiutS. and
Europe to treat certain hematological malignandfesfamide has been shown to be effective in tbatinent of
sarcoma and lymphoma, either by itself or in coration with other anticancer agents. Ifosfamidepigraved by the
FDA as a treatment for testicular cancer whilefdoside-based treatment is a standard of care for sarcalthaugh it i
not licensed for this indication by the FDA. Praital studies have shown that palifosfamide hasigcagainst
leukemia and solid tumors. These studies also ateithat palifosfamide may have a better safetfilprinan ifosfamid
or cyclophosphamide because it does not appeaptiupe known toxic metabolites of ifosfamide, sastacrolein and
chloroacetaldehyde. Acrolein, which is toxic to kigneys and bladder, can mandate the administrafi@ protective
agent called mesna, which is inconvenient and esipenChloroacetaldehyde is toxic to the centraloes system,
causing “fuzzy brain” syndrome for which there isrently no protective measure. Similar toxicityncerns pertain to
high-dose cyclophosphamide, which is widely usebddne marrow and blood cell transplantation. Psidmide has
evidenced activity against ifosfamide- and/or cptlosphamide-resistant cancer cell lines. Also @cimmical cancer
models, palifosfamide was shown to be orally actind encouraging results have been obtained wittogfamide in
combination with doxorubicin, an agent approvettéat sarcoma.

26




TABLE OF CONTENTS

Following completion of Phase | study, we comple®dadse Il testing of the intravenous form of paliéanide as a
single agent to treat advanced sarcoma. In bothePhand Phase 1l testing, palifosfamide has bdemirastered without
the “uroprotectant” mesna, and the toxicities asged with acrolein and chloroacetaldehyde havebeeh observed.
We reported clinical activity of palifosfamide whased alone in the Phase Il study addressing addasarcoma.
Following review of preclinical combination studjesinical data, and discussion with sarcoma expeve initiated a
Phase | dose escalation study of palifosfamide@mhination with doxorubicin primarily in patientsttv soft tissue
sarcoma. We reported favorable results and safefilgofrom this study at ASCO’s 2009 annual megtim light of
reported favorable Phase Il clinical activity datal with the combination of palifosfamide with doxbicin well
tolerated in the Phase | trial and evidencing &gtiwe initiated a Phase 1l randomized controligal in the second half
of 2008 to compare doxorubicin plus palifosfamidebxorubicin alone in patients with front and setdine metastatic
or unresectable soft tissue sarcoma. The studgdmsrated positive top line interim data in 200Pok/reaching a pre-
specified efficacy milestone and following safehdafficacy data review by the Data Committee, @ai@ experts, and
our Medical Advisory Board, we elected to suspemakment in the trial in October 2009. We subsetlyepresented
further positive interim data from the trial at th8™ Annual Connective Tissue Oncology Society meetiglgl in
November 2009. We currently plan to initiate a ségition trial following regulatory review of thalfosfamide
program to date. We are also developing an orawagorm of palifosfamide to be studied clinicaidlowing receipt
of further data from the IV trials and subject titaining sufficient additional sources of fundiegther from potential
partnering arrangements or from other sources.afe we have no such partnering arrangements or stlheces of
such financing in place. We are also considerirdjtexhal Phase Il trials in other solid tumors aeding becomes
available. Orphan Drug Designation for palifosfaeniths been obtained in both the United StateshenHuropean
Union for the treatment of soft tissue sarcomas.

e ZI0-301 or indibulin (Zybulin™), is a novel, orally available small molecular-gleiinhibitor of tubulin
polymerization that we acquired from Baxter Headilecin 2006 and is the subject of numerous pateotkiwide,
including the United States, the European UnionJaphn. The microtubule component, tubulin, isafitbe more wel
established drug targets in cancer. Microtubuléitdrs interfere with the dynamics of tubulin poigrization, resultin
in inhibition of chromosome segregation during misoand consequently inhibition of cell divisionn&mber of
marketed IV anticancer drugs target tubulin, suxtha taxane family members, paclitaxel (Taxol®@geataxel
(Taxotere®), thd/inca alkaloidfamily members, vincristine and vinorelbine, and trew class of epothilones with
Ixempra™ marketed. This class of agents is typically thenstay of therapy in a wide variety of indicatiohsspite of
their effectiveness, the use of these drugs iscéeged with significant toxicities, notably peripi&neurotoxicity.

Preclinical studies with indibulin demonstrate sfigant and broad antitumor activity, including iy against taxane-
refractory cell lines. The cytotoxic activity ofdibulin was demonstrated in several rodent and Imun@or cell lines
derived from prostate, brain, breast, pancreas, lowary, and cervical tumor tissues and in rodi@mtor and human
tumor xenograft models. In addition, indibulin weffective against multidrug resistant tumor celek (breast, lung, and
leukemia) bothn vitro andin vivo. Indibulin is potentially safer than other tubduilithibitors. No neurotoxicity has been
observed at therapeutic doses in rodents and iRlse | trials. Indibulin has also demonstratextsyy with approved
anti-cancer agents in preclinical studies. Thelakdity of an oral capsule formulation of indibultreates significant
commercial opportunity because no oral capsule ditations of the taxane family are currently on tharket in the
United States.

Indibulin, as a single agent, has completed Phagald in patients with advanced solid tumors. lése reported
clinical activity at well-tolerated doses usingantinuous dosing scheme without the developmenliitally relevant
peripheral neuropathy. Following encouraging resolitained with indibulin in combination with eilib, and 5-FU in
preclinical models, two Phase | combination stushiese initiated with TarcevEM and Xeloda™ , respectively.

Favorable activity and safety profile of oral indiim with oral Xeloda™ were reported at ASCO’s annual meeting in
May 2009.
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Preclinical work with our consultant, Dr. Larry Non, to explore dose scheduling for the clinicalisg have been
completed, with results supporting the our curgdah to initiate the Phase | portion of a Phadebtast cancer trial
using a mathematical dose schedule / frequenchlestad preclinically.

Subject to the sufficiency of our financial res@agcwe intend to continue with clinical developmefitV palifosfamide for
soft tissue sarcoma in a registration trial andhwadditional funding, to initiate a clinical studsth the oral form following
FDA approval and/or additional indications beyoriSwith IV darinaparsin, to obtain additional fung for PTCL
registration and other trials and with the furtdervelopment of the oral form; and with oral indibyto complete the Phase |
breast cancer trial and subsequently, with additiumding, other trials. However, the successaualopment of our product
candidates is highly uncertain. Product developmests and timelines can vary significantly forte@coduct candidate, are
difficult to accurately predict, and will require to obtain additional funding, either alone ocamnection with partnering
arrangements. Various statutes and regulationsgaigern or influence the manufacturing, safetyelaly, storage, record
keeping and marketing of each product. The lengtogess of seeking approval and the subsequentlizomog with applicable
statutes and regulations require the expendituseilo$tantial resources. Any failure by us to obtairany delay in obtaining,
regulatory approvals could materially, adversefe@four business. To date, we have not receivpbapl for the sale of any
drug candidates in any market and, therefore, hatgenerated any revenues from our drug candidates

Development Plan
Our development plan for the next twelve monthsai@sfocused on the following endeavors:
« completing the randomized Phase Il trial for [Mifosfamide;
e initiating a registration trial for IV palifosfaiae;
« collecting data for the darinaparsin Phase 8l in hematological malignancies;

» establishing a registration pathway and seekddit@nal financial resources to fund on-going depenent of
darinaparsin; and

e conducting the Phase | portion of an oral indibstudy in breast cancer.

We expect our material expenditures during thigttmbe predominately for palifosfamide clinicahtexpense,
employment expense (we currently have 15 full ten@loyees) and other expenses associated witlealitnials.

We continue to use senior advisors, consultantscal research organizations, and other thirdigsuto perform certain
aspects of product development, manufacturingiczinand preclinical development, and regulatsafety and quality
assurance functions.

Given our current plans to use internal finanaalaurces to develop palifosfamide and pursue thieal work discussed
above, but with the intention of partnering or attise raising additional resources to support ®rhevelopment activities for
all three product candidates, we expect to incerfdfiowing expenses during the next twelve mon&mproximately $3.4
million on preclinical and regulatory expenses;ragpnately $10.3 million on clinical expenses; appmately $3.0 million on
manufacturing expenses; approximately $1.2 milbarfacilities, rent, and other facilities-relategenses; and approximately
$4.8 million on general corporate and administetixpenses. With our current cash position, prevaaljustments in staffing
and ongoing aggressive cash management stratedyeliege that we currently have sufficient capiedt will support our
current operations very early into 2012. Our fosted the period of time through which our finarie@sources will be adequate
to support our operations, the costs to completeldpment of products and the cost to commercialiaefuture products are
forward-looking statements and involve risks andantainties, and actual results could vary matgraid negatively as a
result of a number of factors, including the fastdiscussed in the “Risk Factors” section of tejgart. We have based these
estimates on assumptions that may prove to be wanmjwe could exhaust our available capital resssusooner than we
currently expect. Specifically, we currently antizgie commencing a registration trial for IV palffomide as early as the first
half of 2010. However, we are still in the evaluatphase regarding the protocol design for thid, timcluding with respect to
overall trial size, clinical endpoints and our #il
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to receive Special Protocol Assessment. We alstreanto evaluate the appropriate number of andtions for trial sites. We
have estimated the sufficiency of our cash res@ubased on our current expectations for the taalgh. However, the final
trial design may ultimately vary from our currempectations, which could materially impact the stile and cost of the trial
and, in turn, alter our use of capital and ourdast of the period of time through which our finahcesources will be adequate
to support our operations. In addition to the ant@ml timing of expenses related to the planneddifosfamide registration
trial, our actual cash requirements may vary mallgrirom our current expectations for a numbeotbfer factors that may
include, but are not limited to, changes in theufband direction of our development programs, cditiygeand technical
advances, costs associated with the developmentrgfroduct candidates, our ability to secure paitiy arrangements, and
costs of filing, prosecuting, defending and enfiegobur intellectual property rights.

Product Candidate Development and Clinical Trials

Intravenous darinaparsinan organic arsenic, has been tested in patigtiisadvanced myeloma, other hematological
malignancies, and liver cancer. At the May 2009 &5&hnual Meeting, we reported positive results atignts with
lymphoma, particularly PTCL, which has led to thenming of a pivotal trial in PTCL subject to theadlability of sufficient
financial resources. The Phase | trials with ai foran of darinaparsin are ongoing in solid tumargl have been expanded to
include non-Hodgkin’s lymphoma patients. The Compiaractively seeking partners and other sourcdsrafing for
continuing the development program of the 1V fomaipivotal trial for PTCL and for continuing addital studies for both 1V
and oral administration. Technology transfer aralesaip for the commercial manufacture of the agpilrarmaceutical
ingredient and final product specification will ¢onue as the development program and resources.allo

Intravenous palifosfamidethe proprietary stabilized form of isophosphormdeninustard, is being developed presently to
treat soft tissue sarcoma. A Phase Il trial in adea sarcoma has been completed with favorabletgciind with the expected
safety profile. Favorable activity and safety daten a Phase | trial of IV palifosfamide in combiiea with doxorubicin were
reported at the 2009 ASCO Annual Meeting. The Caomigas initiated a randomized Phase |l trial desilgio compare
palifosfamide in combination with doxorubicin toxdwubicin alone in the front or second-line treatinef metastatic or
unresectable soft tissue sarcoma and recently aigeduavorable interim efficacy data, thereby egdinther enrollment, and
presented the results at the November 2009 CTOSi#iiMeeting. The Company expects to review its gath the FDA and
EMA and, subject to the results of such reviewanglto initiate a global registration trial as pas$ the first half of 2010. An
oral formulation has also been developed preclilyiead we plan to initiate a Phase | trial followgifurther 1V study results
and subject to obtaining additional sources oftfaiag from partnering or other arrangements. Ottigls are under
consideration pending further funding. Orphan DDggignation has been obtained for both the UnitateS and the European
Union for the treatment of soft tissue sarcomashmelogy transfer and scale-up for the commercehufacture of the active
pharmaceutical ingredient and final product speatfon will continue as resources allow.

Indibulin, a novel anti-cancer agent that targets mitosisbipiting tubulin polymerization, is administerad an oral
capsule formulation. Indibulin has completed PHaseals with favorable results of activity and egf profile reported for all
trials. Phase | trials of indibulin in combinatiasith Tarceva™ and also with Xelodd™ have been conducted. At the 2009
ASCO Annual Meeting, the Company presented faverphkgliminary activity and safety data of oral imalin with oral Xeloda
™ Preclinical studies under the direction of DrriyaNorton to support clinical study of “dose dehdesing are completed
and were also reported at 2009 ASCO Annual Meelihg. Company intends to initiate the Phase | portiba Phase I/Il study
in breast cancer with a schedule identified présdity to determine maximum tolerated dose in thade | portion prior to
formal Phase Il testing.
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Results of Operations for the Fiscal Year Ended Demnber 31, 2009 versus December 31, 2008
Revenues.We had no revenues for the years ended Decemb@089 and 2008.

Research and Development Expens&esearch and development expenses during the geded December 31, 2009 and
2008 were as follows:

Year Ended December 31,

(% in Thousands) 2009 2008 Change
Research and development $ 455¢ $ 17,245 $(12,689) -74%

Research and development expenses decreased Byndillin from the year ended December 31, 200®&oyear ended
December 31, 2009. The decrease is primarily attlide to reduced activity related to clinical flsiamounting to $10.4
million, decreased headcount amounting to $1.8anilhnd other reductions amounting to $413 thousa@hdse reductions and
savings resulted from the cost cutting initiativessimplemented starting in 2008 leading into 2009.

General and Administrative Expense&eneral and administrative expenses during thesyended December 31, 2009 and
2008 were as follows:

Year Ended December 31,

(% in Thousands) 2009 2008 Change
General and administrative $ 7561 $ 8,37« $ (807) -10%

General and administrative expenses decreaseddytBusand from the year ended December 31, 200®tyear ended
December 31, 2009. The decrease is primarily attlide to cost cutting initiatives. These initi@svinclude reduced headcount
amounting to a savings of $857 thousand, reduagad, Ipatent and license activities amounting tevargys of $336 thousand
and other reductions amounting to a savings of $i@6sand. These savings were partially offsetrbinerease in stock
compensation expense of $562 thousand attributalereased stock option awards during 2009.

Other Income (Expense)Other income (expense) during the years endegmber 31, 2009 and 2008 were as follows:
Year Ended December 31,

(% in Thousands) 2009 2008 Change
Other income (expense), net $ 13 $ 38 $ (379 -97%
Change in fair value of warrants 4,461 — $ 4,461 -10C%
Total $ 447¢ $ 388 $ 4,08¢

The increase in other income (expense) from the gleded December 31, 2008 to the year ended Dece8hb2009 was
due primarily to liability-classified warrants bgimarked to market in 2009. (see Note 8 to thenfired statements, Warrants,
for a discussion on the reclassification of certainrants from stockholders equity to liabilities #anuary 1, 2009).
Additionally, interest income decreased due to logash balances on hand during 2009.
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Results of Operations for the Fiscal Year Ended Dewnber 31, 2008 versus December 31, 2007
Revenues.We had no revenues for the years ended Decemb@088 and 2007.

Research and Development Expens&esearch and development expenses during the geded December 31, 2008 and
2007 were as follows:

Year Ended December 31,

(% in Thousands) 2008 2007 Change
Research and development $ 17,248 $ 18,99: $(1,749) -9%

The decrease in research and development expansesie year ended December 31, 2007 to the yeldeDecember 31,
2008 is primarily attributable to a decrease ofraginately $1.2 million in clinical research andvdopment expenses due to
the company prioritizing the clinical trial diresti along with cost management. The decrease iangdsand development is
also attributable to a decrease of approximate®7&fousand in manufacturing related costs. Theseedses were offset by
approximately $217 thousand due to increased degmdlrelated expenses in 2008.

General and Administrative Expense&eneral and administrative expenses during thesyended December 31, 2008 and
2007 were as follows:

Year Ended December 31,

(% in Thousands) 2008 2007 Change
General and administrative $ 8374/ $ 957t $(1,209 -13%

The decrease is primarily attributable to a de@edspproximately $660 thousand in investor refatiand financial
consulting costs, a decrease of approximately $804sand in payroll, stock compensation, and rélati@enses, a decrease of
approximately $319 thousand in patent and relatpéreses, and a decrease of approximately $188ahdus recruiting
expenses. These decreases were slightly offsat lyceease of approximately $260 thousand in lézgd.

Other Income (Expense)Other income (expense) during the years endegmber 31, 2008 and 2007 were as follows:
Year Ended December 31,

(% in Thousands) 2008 2007 Change
Other income (expense), net $ 38 $ 1,96 $(1,579 -80%

Other income during the years ended December 3B a80d 2007 was comprised of interest income. HBoeedse is due to
a lower average cash balance and the drop in thenr'om our investments, primarily in U.S. tredes and money market
funds as compared to the previous period.

Liquidity and Capital Resources

We have incurred losses since our inception ineSepér 2003 and as of December 31, 2009 we hadcamatated deficit
of $91.1 million. We have financed our operatiomsiate principally through the sale of our secesitincluding private
placements of common stock and warrants and amwritten sale of common stock and warrants, as aglhterest earned on
investments. Working capital as of December 319208s $46.1 million, consisting of $49.2 milliongarrent assets and $3.1
million in current liabilities. Working capital af December 31, 2008 was $5.9 million, consistih@il.7 million in current
assets and $5.8 million in current liabilities. @ash and cash equivalents are held in interesiFgeeash accounts. Cash in
excess of immediate requirements is invested in tde8suries and demand deposit accounts in acomedaith our investment
policy, primarily to achieve liquidity and capitateservation.
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The following table summarizes our net increasen@hese) in cash and cash equivalents for the yealesd December 31,
2009, 2008 and 2007 and the period from Septem#0®8 (date of inception) through December 319200

Period from
September 9
2003
(Date of
Inception)
Year Ended December 31, through
December 31

($ in Thousands) 2009 2008 2007 2009

Net cash provided by (used i

Operating activities $(12,299)  $(23,519) $(21,65() $ (84,369
Investing activities (12) (131) 817 (1,639
Financing activities 49,76 — 29,00¢ 134,84.

Net increase (decrease) in cash and
equivalents $37,46( $(23,65() $ 8,17: $ 48,83¢

Net cash used in operating activities was $12.8anifor the year ended December 31, 2009 compar&23.5 million for
the year ended December 31, 2008. The $11.2 millemmease was primarily due to a reduction in sipgnsulting in a $13.1
million decrease in the net loss, excluding thendgaim changes in the fair value of warrants, pdlstioffset by payments made
to decrease accounts payable and accrual balandag @009.

Net cash used in investing activities was $11 thodgor the year ended December 31, 2009 compar@txtl thousand for
the year ended December 31, 2008. The decreasprinaily due to a reduction in spending for pursdsof property and
equipment.

Net cash provided by financing activities was $4%iBion for the year ended December 31, 2009 caexbéo $0 for the
year ended December 31, 2008. The increase isutikile to the private placement of securities deted on September 15,
2009 and the underwritten securities offering catgdl on December 9, 2009 (see Note 2 to the finhsiEtements,
Financing).

Operating Capital and Capital Expenditure Requirements

As of December 31, 2009, we had $48.8 million ishcaVe believe that our existing cash will be igfit to fund our
operations very early into 2012. We expect thatwieneed additional financing to support our lotegm plans for clinical
trials and new product development. We expectriarfte our cash needs through the sale of equityises, strategic
collaborations and/or debt financings, or througfeosources that may be dilutive to existing shmttters. There can be no
assurance that we will be able to obtain fundingnfany of these sources or, if obtained, whatdhmg¢ of such funding(s) may
be, or that any amount that the Company is abtdtain will be adequate to support the Company’skimg capital
requirements until it achieves profitable operatioc@urrently, we have no committed sources of @it capital. Recently,
capital markets have experienced a period of ugietted instability that we expect may severelgdiirour ability to raise
capital within the time periods needed or on tewesconsider acceptable, if at all. If we are unableise additional funds
when needed, we may not be able to market our pteds planned or continue development and regulafmproval of our
products, or we could be required to delay, scatkor eliminate some or all our research and dgwveént programs.

The Company anticipates that losses will contirardlfe foreseeable future. At December 31, 2069 Cbmpany’s
accumulated deficit was approximately $91.1 milli@Qur actual cash requirements may vary materiediy those planned
because of a number of factors including:

e Changes in the focus and direction of our develepmt programs;
e Competitive and technical advances;

< Internal costs associated with the developmepatifosfamide and indibulin and our ability to see further financing
for darinaparsin development from a partner, and
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e Costs of filing, prosecuting, defending and enfogcany patent claims and any other intellectuaperty rights, or othe
developments.

Contractual Obligations

The following table summarizes our outstandinggadtibns as of December 31, 2009 and the effecetbbBgations are
expected to have on our liquidity and cash flowRiinre periods:

Less than 1 2-3 4-5 More than
(% in Thousands) Total Year Years Years 5 Years
Operating Leases $ 60z $ 287 % 31 $ — % —

Our commitments for operating leases relate tdehse for our corporate headquarters in New YoikaNd our operations
center in Boston, Massachusetts (see Note 7 thrthecial statements, Commitments and Contingehcies

Critical Accounting Policies and Significant Estimdes

Our management's discussion and analysis of candial condition and results of operations is bagssh our financial
statements, which have been prepared in accordegititaccounting principles generally accepted m thited States. The
preparation of these financial statements requise® make estimates and assumptions that affecefiorted amounts of assets
and liabilities and the disclosure of contingergeds and liabilities at the date of the financiatements as well as the reported
expenses during the reporting periods. We evaluat@stimates and judgments on an ongoing bastsalesults may differ
materially from these estimates under differentagxions or conditions.

We believe the following are our more significastimates and judgments used in the preparationofimancial
statements:

e Clinical trial expenses;
* Fair value measurements;
*  Stock-based compensation; and

* Income taxes.

Clinical Trial Expenses

Clinical trial expenses include expenses associatgdClinical Research Organizations (“CRO”). Tihgoicing from
CROs for services rendered can lag several mowbsaccrue the cost of services rendered in cororeatith CRO activities
based on our estimate of site management, morgteosts, and project management costs. We mairggiiar communication
with our CROs to gauge the reasonableness of tinnatss. Differences between actual clinical teigbenses and estimated
clinical trial expenses recorded have not been madtend are adjusted for in the period in whiceyttbecome known.

Fair Value Measurements

We have warrant liabilities that are measured ufditgvalue. Accounting standards define fair valkestablish a framework
for measuring fair value under generally acceptaanting principles and enhance disclosures aflagutalue measurements.
Fair value is defined as the exchange price thaidvoe received for an asset or paid to transfietbdlity (an exit price) in the
principal or most advantageous market for the amskdbility in an orderly transaction between ketrparticipants on the
measurement date. Valuation techniques used toureetesr value must maximize the use of observatpats and minimize
the use of unobservable inputs. The standard desca fair value hierarchy based on three leveiispeits, of which the first
two are considered observable and the last unohisiernthat may be used to measure fair value wdnielthe following:

* Level 1 — Quoted prices in active markets for identicaleds or liabilities.
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e Level 2— Inputs other than Level 1 that are observaliteeedirectly or indirectly, such as quoted priéessimilar
assets or liabilities; quoted prices in markets #na not active; or other inputs that are obsdevabcan be corroborat
by observable market data for substantially thetéun of the assets or liabilities.

e Level 3— Unobservable inputs that are supported by littleo market activity and that are significanttte fair value
of the assets or liabilities.

Stock-Based Compensation and Warrants

We make certain assumptions in order to value apdrese our share-based compensation awards. lectiomwith
valuing stock options and warrants we use the B&aholes model, which requires us to estimate icestzbjective
assumptions. The key assumptions we make arexpgeeted volatility of our stock; the expected tevfiihe award; and the
expected forfeiture rate. In connection with owstrieted stock programs, we make assumptions jpétigirelated to the
forfeiture rate.

We review our valuation assumptions periodically,aas a result, we may change our valuation assonspised to value
share-based awards granted in future periods. Ghariges may lead to a significant change in themsgwe recognize in
connection with share-based payments.

Income Taxes

In preparing our financial statements, we estinoatteincome tax liability in each of the jurisdiati® in which we operate by
estimating our actual current tax expense togaetiitbrassessing temporary differences resulting fdiffiering treatment of
items for tax and financial reporting purposes.senhdifferences result in deferred tax assets aiilities, which are included in
our balance sheets. Significant management judgmmeetuired in assessing the realizability of deferred tax assets. In
performing this assessment, we consider whetlignibre likely than not that some portion or altloé deferred tax assets will
not be realized. The ultimate realization of defdrtax assets is dependent upon the generatianuséftaxable income during
the periods in which those temporary differencebee deductible. In making this determination, urtde applicable
financial accounting standards, we are allowedttsider the scheduled reversal of deferred taxitials, projected future
taxable income, and the effects of tax planningtsgiies. Our estimates of future taxable incomkeiéles among other items,
our estimates of future income tax deductions eeléb the exercise of stock options. In the eveatt actual results differ from
our estimates, we adjust our estimates in future@e and we may need to establish a valuationvalhee, which could
materially impact our financial position and resuf operations.

We account for uncertain tax positions using a ‘erldtely-than-not” threshold for recognizing andobs/ing uncertain tax
positions. The evaluation of uncertain tax posgi@based on factors that include, but are natduirto, changes in tax law, the
measurement of tax positions taken or expecteeé taken in tax returns, the effective settlemenmhafters subject to audit,
new audit activity and changes in facts or circiameés related to a tax position. We evaluate usioetdx positions on an
annual basis and adjust the level of the liabtlityeflect any subsequent changes in the releeats Surrounding the uncertain
positions. Our liabilities for uncertain tax posits can be relieved only if the contingency becolegally extinguished through
either payment to the taxing authority or the exipin of the statute of limitations, the recognitiaf the benefits associated
with the position meet the “more-likely-than-notiréshold or the liability becomes effectively sadtthrough the examination
process. We consider matters to be effectivelyesketince the taxing authority has completed aitsofequired or expected
examination procedures, including all appeals ahmiaistrative reviews; we have no plans to appedtigate any aspect of
the tax position; and we believe that it is highhfikely that the taxing authority would examinererexamine the related tax
position. We also accrue for potential interest pedalties, related to unrecognized tax benefitsdome tax expense.
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Recent Accounting Pronouncements

In January 2010, the FASB issued Accounting Statsldipdate (“ASU”) No. 2010-0Bair Value Measurements and
DisclosuregTopic 820) which improves disclosures about failue measurements. More specifically, ASU 2010dates
Topic 820-10 to require disclosure of transferarnd out of levels 1 and 2 and the reason for tresters. Additionally, it
requires separate reporting of purchases, satemrises and settlements for level 3. This upda#dstive for periods
beginning after December 15, 2009. The adoptiahisfstandard will not have an impact on our firiahposition or results of
operations.

Off-Balance Sheet Arrangements

We currently do not have any special purpose estiti off-balance sheet financing arrangements.

Iltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

Our exposure to market risk is limited to our cale goals of our investment policy are preservatibcapital, fulfillment
of liquidity needs and fiduciary control of castdanvestments. We also seek to maximize income fwaminvestments
without assuming significant risk. To achieve oaalg, we maintain our cash in interest-bearing easlounts. As all of our
investments are cash deposits in a global baigksiibject to minimal interest rate risk.

Effect of Currency Exchange Rates and Exchange Rafisk Management

We conduct clinical studies outside of the Unit¢at&s primarily in Western Europe. These businpssations are not
material at this time and therefore, any curremggtfiations will not have a material impact on inancial position, results of
operations or cash flows.

Item 8. Financial Statements and Supplementary Data

The information required by this Item 8 is contairo pages Ft through F-33 of this annual report on Form 10-K and is
incorporated herein by reference.

Item 9. Changes in and Disagreements With Accountasmon Accounting and Financial Disclosures

None.
Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures.

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief
Financial Officer, we have evaluated the effecta@nof our disclosure controls and proceduresj@sterm is defined under
Rule 13a-15(e) or 15d-15(e) promulgated under g®ifities Exchange Act of 1934, as amended (theliEnge Act”), as of
December 31, 2009. Based on that evaluation, oief Executive Officer and Chief Financial Officemve concluded that as of
such date, our disclosure controls and proceduess effective.

35




TABLE OF CONTENTS

Management's Report on Internal Control Over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting for the
Company. Internal control over financial reporti@ag defined in Rule 13a-15(f) of the Exchange Agf process to provide
reasonable assurance regarding the reliabilityuofinancial reporting for external purposes in@dance with accounting
principles generally accepted in the United Stafesmerica. Internal control over financial repadiincludes maintaining
records that in reasonable detail accurately ainly f@flect our transactions; providing reasonaddsurance that transactions
are recorded as necessary for preparation of nandial statements; providing reasonable assuthateeceipts and
expenditures of company assets are made in acamdéth management authorization; and providingoeable assurance
that unauthorized acquisition, use or dispositiboampany assets that could have a material effectur financial statements
would be prevented or detected on a timely basisaBse of its inherent limitations, internal cohtneer financial reporting is
not intended to provide absolute assurance thasstaement of our financial statements would lex@nted or detected.

Management conducted an evaluation of the effentigg, as of December 31, 2009, of our internalrobaver financial
reporting based on the frameworkiimiernal Control — Integrated Frameworksued by the Committee of Sponsoring
Organizations of the Treadway Commission. Basethisrnevaluation, management concluded that the @oyip internal
control over financial reporting was effective december 31, 2009.

This annual report does not include an attestaiport of the Company’s registered public accogntirm regarding
internal controls over financial reporting. Managstis report was not subject to attestation byGbenpany’s registered public
accounting firm pursuant to the temporary rulethefSecurities and Exchange Commission that péhmiCompany to only
provide management’s report in this annual report.

Changes in Internal Controls Over Financial Reportng

There were no changes in our internal control dwancial reporting during the quarter ended Decendi, 2009 that have
materially affected, or are reasonably likely totenally affect, our internal control over finankiaporting.

Item 9B. Other Information

None.
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PART IlI

Item 10. Directors, Executive Officers and Corpora¢ Governance

Information in response to this Iltem is incorpoddberein by reference to our definitive proxy stadat to be filed pursuant
to Regulation 14A within 120 days after the endhef fiscal year covered by this form 10-K.

Our Board of Directors adopted a Code of Businemsddct and Ethics to be applicable to all officelisgctors and
employees. The Code of Business Conduct and Ethintended to be designed to deter wrong-doingmnchote honest and
ethical behavior, full, fair, timely, accurate amaderstandable disclosure, and compliance withiegige laws. The Code of
Ethics is available on our websitevat/w.ziopharm.corand a copy may be obtained without charge uponesritequest to the
Company’s President at the Company’s headquartiehess.

Iltem 11. Executive Compensation

Information in response to this Iltem is incorpodabterein by reference to our definitive proxy stadat to be filed pursuant
to Regulation 14A within 120 days after the endhef fiscal year covered by this form 10-K.

Item 12. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Matter

Securities Authorized for Issuance Under Equity Corpensation Plans

The Company’s 2003 Stock Option Plan (the “20031BJawvhich is currently the Company’s only equitynepensation
plan, has been approved by the Company's stockisol@iee following table sets forth certain inforinatas of December 31,
2009 with respect to the 2003 Plan:

Number of
Securities
Remaining
Available for
Future Issuance
Number of Weighted- Under Equity
Securities to Be  Average Exercist Compensation
Issued Upon Plans (Excluding
Exercise of Price of Securities
Outstanding Outstanding Reflected
Options Options in Column (A))
Plan Category (A) (B) ©)
Equity compensation plans approved by
stockholders:
2003 Stock Option Plan 353343 $ 2.8z 368,81°
Total: 3,533,431 $ 2.82 368,81°
Equity compensation plans not approved by
stockholders:
2000 individual option grar?t) 1,25 $ 20.0( —
Total: 1,25C $ 20.0¢ —

(1) Represents a stock option that is scheduledpae on December 20, 2010.

Additional information in response to this Itenirisorporated herein by reference to our definivexy statement to be
filed pursuant to Regulation 14A within 120 dayteathe end of the fiscal year covered by this fagK.

Item 13. Certain Relationships and Related Transa@ns, and Director Independence

Information in response to this Iltem is incorpoddberein by reference to our definitive proxy stadat to be filed pursuant
to Regulation 14A within 120 days after the endhef fiscal year covered by this form 10-K.
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Item 14. Principal Accountant Fees and Services

Information in response to this Iltem is incorpoddberein by reference to our definitive proxy stagat to be filed pursuant
to Regulation 14A within 120 days after the endhef fiscal year covered by this form 10-K.

PART IV
Item 15. Exhibits, Financial Statement Schedules
(1) Financial Statements:

The Financial Statements required to be filed bynIB of this Annual Report on Form 10-K, and filedhis Item 15, are as
follows:

Page

Audited Financial Statements of ZIOPHARM Oncolotng.:
Report of Independent Registered Public AccourfEing F-2
Balance Sheets as of December 31, 2009 and 2008 F-3
Statements of Operations for the Years Ended Deeefth 2009, 2008, and 2007, and for the

Period from September 9, 2003 (Date of Inceptibmugh December 31, 2009 F-4
Statements of Changes in Convertible PreferredkSind Stockholders’ Equity (Deficit) for the

Period from September 9, 2003 (Date of Inceptibmugh December 31, 2009 F-5-8
Statements of Cash Flows for the Years Ended DeeeB81y 2009, 2008, and 2007, and for the

Period from September 9, 2003 (Date of Inceptibmugh December 31, 2009 F-9
Notes to Financial Statemer F-10

(2) Financial Statement Schedules:

Schedules are omitted because they are not aplgljaatare not required, or because the informatdncluded in the
financial statements and notes thereto.

(3) Exhibits:

The exhibits which are filed or furnished with tinéport or which are incorporated herein by refeecare set forth in the
Exhibit Index beginning on page A-, which is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the regigthas duly caused
this report to be signed on its behalf by the usigered, thereunto duly authorized.

ZIOPHARM ONCOLOGY, INC.
Date: March 17, 2010 By: /s/ Jonathan Lewis

Jonathan Lewis
Chief Executive Officer
(Principal Executive Officer)

Date: March 17, 2010 By: /s/ Richard Bagley

Richard Bagley

President, Chief Financial Officer, Treasurer and
Chief Operating Officer

(Principal Financial and Accounting Officer)
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Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed bélptihe following
persons on behalf of the registrant and in the @ipa and on the dates indicated.

Signature Title Date

/s/ Jonathan Lewis Director and Chief Executive Officer March 17, 2010
(Principal Executive Officer)

Jonathan Lewis

/sl Richard Bagley Director, President, Chief Financial Officer, March 17, 2010
Treasurer and Chief Operating Officer
(Principal Accounting and Financial Officer)

Richard Bagley
/sl Murray Brennan Director March 17, 2010

Murray Brennan
/s/ James Cannon Director March 17, 2010

James Cannon
/sl Timothy Mclnerney Director March 17, 2010

Timothy Mclnerney
/sl Wyche Fowler, Jr. Director March 17, 2010

Wyche Fowler, Jr.

/sl Gary S. Fragin Director March 17, 2010
Gary S. Fragin
/sl Michael Weiser Director March 17, 2010

Michael Weiser
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ZIOPHARM Oncology, Inc.
(A Development Stage Enterprise)
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Page

Audited Financial Statements of ZIOPHARM Oncolotng.:
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
ZIOPHARM Oncology, Inc.
Boston, Massachusetts

We have audited the balance sheets of ZIOPHARM ©@ggoinc. (a development stage company) as of Bées 31, 2009
and 2008 and the related statements of operatibasges in convertible preferred stock and stodédrs| equity (deficit) and
cash flows for each of the years in the three-peaiod ended December 31, 2009 and for the permd September 9, 2003
(date of inception) through December 31, 2009. gliemncial statements are the responsibility ef@mmpany’s management.
Our responsibility is to express an opinion on ¢hfasancial statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversigham8ioUnited
States). Those standards require that we plan aridrp the audits to obtain reasonable assuranmet adhether the financial
statements are free of material misstatement. Tmpany is not required to have, nor were we engémedrform, audits of its
internal control over financial reporting. Our atsdincluded consideration of internal control ofieancial reporting as a basis
for designing audit procedures that are appropimathe circumstances, but not for the purposexpf@ssing an opinion on the
effectiveness of the company'’s internal controlrdugancial reporting. Accordingly, we express mels opinion. An audit
includes examining, on a test basis, evidence stipgghe amounts and disclosures in the finarstatements, assessing the
accounting principles used and significant estismatade by management, as well as evaluating thralbfinancial statement
presentation. We believe that our audits provideazonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of
ZIOPHARM Oncology, Inc. as of December 31, 2009 2868 and the results of their operations and ttesh flows for each
of the years in the three-year period ended Dece8the2009 and from September 9, 2003 (date ofpithae) through
December 31, 2009 in conformity with accountingipiples generally accepted in the United Statesnoérica.

As discussed in Note 3 to the financial statemeahesCompany changed the manner in which it acsoiontcertain
warrants effective January 1, 2009.

Caturano and Company, P.C.

Boston, Massachusetts
March 17, 2010
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ZIOPHARM Oncology, Inc.
(A Development Stage Enterprise)

BALANCE SHEETS
(In Thousands, Except Share and per Share Data)

December 31, December 31,
2009 2008
ASSETS
Current assets:
Cash and cash equivalents $ 48,83 $ 11,37¢
Prepaid expenses and other current assets 354 327
Total current assets 49,19 11,70¢
Property and equipment, net 25E 48¢
Deposits 46 87
Other non current assets 24z 291
Total assets $ 49,73¢ $ 12,57
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 1,78¢ $ 2,63¢
Accrued expenses 1,261 3,131
Deferred rent — current portion 45 —
Total current liabilities 3,09t 5,77¢
Deferred rent 66 58
Warrant liabilities 18,47 —
Total liabilities 21,63: 5,83¢
Commitments and contingencies (note 7)
Stockholders' equity:
Preferred stock, $0.001 par value; 30,000,000 sheuthorized and no sha
issued and outstanding — —
Common stock, $0.001 par value; 250,000,000 staartmrized;
41,583,528 and 21,860,464 shares issued and oditsgeat
December 31, 2009 and 2008, respectively 42 22
Additional paid-in capital — common stock 96,13: 71,27¢
Additional paid-in capital — warrants issued 23,07: 20,50«
Deficit accumulated during the development stage (91,149 (85,067
Total stockholders' equity 28,10« 6,73¢
Total liabilities and stockholders' equity $ 49,736 $ 12,57¢

The accompanying notes are an integral part ofaffesncial statements.
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ZIOPHARM Oncology, Inc.
(A Development Stage Enterprise)

STATEMENTS OF OPERATIONS
(In Thousands, Except Share and per Share Data)
Period from

September 9, 200:
(Date of Inception)

For the Year Ended December 31, through
December 31,
2009 2008 2007 2009
Research contract revenue $ — 3 —  $ — 3 —
Operating expenses:
Research and development, including cc
of research contracts 4,55¢ 17,24¢ 18,99: 58,90¢
General and administrative 7,567 8,37¢ 9,57¢ 42,17¢
Total operating expenses 12,12 25,61¢ 28,57( 101,08:
Loss from operations (12,127 (25,619 (28,570) (101,08)
Other income (expense), net 13 38¢ 1,96: 3,91(C
Change in fair value of warrants 4,461 — — 6,027
Net loss $ (7649 $ (25,23) $ (26,609 $ (91,144
Basic and diluted net loss per share $ 039 % (119 % (1.4))
Weighted average common shares outstar
used to compute basic and diluted net lo
per share 23,108,03 21,232,66 18,832,35

The accompanying notes are an integral part ofeffesncial statements.
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ZIOPHARM Oncology, Inc.
(A Development Stage Enterprise)

STATEMENTS OF CHANGES IN CONVERTIBLE PREFERRED STOC K
AND STOCKHOLDERS’ EQUITY (DEFICIT)

For the Period September 9, 2003 (Date of Inceptipio December 31, 2009
(In Thousands, Except Share and per Share Data)

Convertible Preferred

Stock and Warrants Stockholder's Equity (Deficit)
Warrants to
Purchase
Series A . .
Series A Convertible Additional B Deficit
Convertible Preferred Paid-In Additional ~ Accumulated Total
Preferred Stock Stock Common Stock Capital Paid-In During the  Stockholders'
Common Capital Development Equity/
Shares Amount  Warrants Shares  Amount Stock Warrants Stage (Deficit)
Stockholders' contribution,

September 9, 2003 — 3 — $ — 250,48 $ — $ 50C $ — $ — 3 50C
Net loss — — — — — — — (160) (160)
Balance at December 31, 2003 — — — 250,48° — 50C — (160) 34C
Issuance of common stock — — — 2,254,38! 2 4,49¢ — — 4,50(
Issuance of common stock for

services — — — 256,74¢ 1 43¢ — — 43¢
Fair value of options/warrants

issued for nonemployee

services — — — — — 13 251 — 264
Net loss — — — — — — — (5,687) (5,687)
Balance at December 31, 2004 — — — 2,761,62! 3 5,44¢ 251 (5,847 (144)

The accompanying notes are an integral part ofalfesncial statements.
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ZIOPHARM Oncology, Inc.
(A Development Stage Enterprise)

STATEMENTS OF CHANGES IN CONVERTIBLE PREFERRED STOC K
AND STOCKHOLDERS'’ EQUITY (DEFICIT) (Cont.)
For the Period September 9, 2003 (Date of Inceptipio December 31, 2009
(In Thousands, Except Share and per Share Data)

Convertible Preferred

Stock and Warrants Stockholder's Equity (Deficit)
Warrants to
Purchase
Series A . .
Series A Convertible Additional Deficit Total
Convertible Preferred Paid-In Additional ~ Accumulated Stockholders'
Preferred Stock Stock Common Stock Capital Paid-In During the _
Common Capital Development Equity/
Shares  Amount  Warrants Shares  Amount Stock Warrants Stage (Deficit)

Issuance of Series A convertible

preferred stock (net of expensi

of $1,340 and warrant cost of

$1,683) 4,197,941 15,077 — — — — — — 15,07
Fair value of warrants to purchas

Series A convertible preferred

stock — — 1,68:¢ — — — — — 1,68:
Issuance of common stock to

EasyWeb Stockholders — — — 189,92: — — — — —
Conversion of Series A convertib

preferred stock @ $0.001 into

$0.001 common stock on

September 13, 2005 at an

exchange ratio of .500974 (4,197,94) (15,077 (1,687 4,197,82: 4 15,07 1,68: — —
Issuance of common stock for

options — — — 98,62: — 4 — 4
Fair value of options/warrants

issued for nonemployee servic — — — — — 54 45 — 99
Net loss — — — — — — — (9,517) (9,51%)
Balance at December 31, 2005 — — — 7,247,99: 7 20,58( 1,97¢ (15,369 7,20z

The accompanying notes are an integral part ofalfesncial statements.
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ZIOPHARM Oncology, Inc.
(A Development Stage Enterprise)

STATEMENTS OF CHANGES IN CONVERTIBLE PREFERRED STOC K
AND STOCKHOLDERS'’ EQUITY (DEFICIT) (Cont.)

For the Period September 9, 2003 (date of inceptipto December 31, 2009
(In Thousands, Except Share and per Share Data)

Convertible Preferred

Stock and Warrants Stockholder's Equity (Deficit)
Warrants to
Purchase
Series A . o
Series A Convertible Additional Deficit Total
Convertible Preferred Paid-In Additional ~ Accumulated Stockholders'
Preferred Stock Stock Common Stock Capital Paid-In During the _
Common Capital Development Equity/
Shares Amount  Warrants Shares  Amount Stock Warrants Stage (Deficit)

Issuance of common stock in

private placement, net of

expenses $2,719 — — — 7,991,25I 8 21,18( — — 21,18¢
Issuance of warrants — — — — — — 13,09: — 13,09:
Issuance of common stock for

services rendered — — — 25,00( — 10€ — — 10€
Stock-based compensation for

employees — — — — — 2,771 — — 2,771
Issuance of common stock due tc

exercise of stock options — — — 5,84t — 25 — — 25
Issuance of common stock due tc

exercise of stock warrants — — — 2,80¢ — — — — —
Net loss — — — — — — — (17,857 (17,857
Balance at December 31, 2006 — — — 15,272,89 15 44,66¢ 15,07: (33,22) 26,53
Issuance of common stock in

private placement, net of

expenses $1,909 — — — 5,910,04! 6 23,53: — — 23,53¢
Issuance of warrants — — — — — — 5,43t — 5,43
Stock-based compensation for

employees — — — — — 1,31¢ — — 1,31¢
Stock-based compensation for nc

employee — — — — — 12C — — 12C
Issuance of common stock for stc

options — — — 46,01¢ — 36 — — 36
Issuance of restricted stock — — — 70,00( — — — — —
Net Loss — — — — — — — (26,609) (26,60¢)
Balance at December 31, 2007 — — —  21,298,96. 21 69,67 20,50« (59,829 30,37(

The accompanying notes are an integral part ofalfesncial statements.
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ZIOPHARM Oncology, Inc.
(A Development Stage Enterprise)

STATEMENTS OF CHANGES IN CONVERTIBLE PREFERRED STOC K
AND STOCKHOLDERS’ EQUITY (DEFICIT) (Cont.)

For the Period September 9, 2003 (date of inceptipto December 31, 2009
(In Thousands, Except Share and per Share Data)

Convertible Preferred

Stock and Warrants Stockholder's Equity (Deficit)
Warrants to
Purchase
Series A . .
Series A Convertible Additional B Deficit
Convertible Preferred Paid-In Additional  Accumulated Total
Preferred Stock Stock Common Stock Capital Paid-In During the  Stockholders'
Common Capital Development Equity/
Shares Amount Warrants Shares  Amount Stock Warrants Stage (Deficit)

Stock-based compensation — — — — — 1,60( — — 1,60(
Issuance of restricted common stock — — — 586,50( 1 Q) — — —
Forfeiture of unvested restricted

common stock — — — (25,000) — — — — —
Other — — — — — 1 — 2) —
Net loss — — — — — — — (25,23) (25,23))
Balance at December 31, 2008 — — — 21,860,46 22 71,274 20,50« (85,06) 6,73¢
Cummulative effect of a change in

accounting principle — January 1,

2009 reclassification of warrants tc

warrant liabilities — — — — — — (1,639¢) 1,56¢ (72)
Stock-based compensation — — — — — 2,181 — — 2,181
Forfeiture of unvested restricted

common stock — — — (69,500 — — — — —
Issuance of common stock and warr¢

in a private placement, net of

expenses $465 — — — 2,772,33 3 38t 4,207 — 4,59t
Issuance of common stock and warr

in a registered direct offering, net (

commission and expenses of $2,8

and warrants of $22,860 15,484,00 15 22,32¢ — — 22,33¢
Exercise of warrants to purchase

common stock 136,98t — 27¢ — — 27¢
Exercise of employee stock options 102,56« — 73 — — 73
Issuance of restricted common stock — — — 1,400,501 2 2 — — —
Repurchase of shares of restricted

common stock (103,82) — (380) — — (380)
Net loss — — — — — — — (7,649 (7,649
Balance at December 31, 2009 — $ — 3 — 41,583,552 $ 42 $ 96,13: $ 23,07 $ (91,149 $ 28,104

The accompanying notes are an integral part ofatfesncial statements.
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ZIOPHARM Oncology, Inc.
(A Development Stage Enterprise)

STATEMENTS OF CASH FLOWS

(In Thousands)

Cash flows from operating activities:
Net loss

Adjustments to reconcile net loss to net cash us
operating activities:

Depreciation and amortization
Stock-based compensation
Change in fair value of warrants
Loss on disposal of fixed assets
Change in operating assets and liabilities:
(Increase) decrease in:
Prepaid expenses and other current assets
Other noncurrent assets
Deposits
Increase (decrease) in:
Accounts payable
Accrued expenses
Deferred rent
Net cash used in operating activities
Cash flows from investing activities:
Purchases of property and equipment
Proceeds from sale of property and equipment
(Increase) decrease in short-term investments

Net cash provided by (used in) investing
activities

Cash flows from financing activities:
Stockholders' capital contribution
Proceeds from exercise of stock options

Payments to employees for repurchase of restris
common stock

Proceeds from exercise of warrants

Proceeds from issuance of common stock and
warrants, net

Proceeds from issuance of preferred stock, net
Net cash provided by financing activities
Net increase (decrease) in cash and cash equis

Cash and cash equivalents, beginning of period

Period From
September 9, 200:
(Date of Inception)

For the Year Ended December 31, Through
December 31,
2009 2008 2007 2009
$ (7,649 (25,23) $ (26,609 $ (91,14
33C 38¢ 43: 1,46(
2,181 1,60( 1,43¢ 8,90/
(4,46 — — (6,027)
— — 9 9
(27) 172 (36) (354)
49 66 179 (242
41 8 (86) (46)
(850) (270) 2,13: 1,78¢
(1,87¢) (259 1,23¢ 1,261
(32 7 10 26
(12,299 (23,519 (21,65() (84,369
(11) (132) (739) (1,640
— 1 — 1
— — 1,55¢ —
(11) (133) 817 (1,639
— — — 50C
73 — 35 13¢
(380) — — (380)
27¢ — — 27¢
49,79: — 28,97 117,54
— — — 16,76(
49,76¢ — 29,00¢ 134,84
37,46( (23,65() 8,17: 48,83¢
11,37¢ 35,02¢ 26,85¢ —




Supplementary disclosure of cash flow information

Cash paid for interest
Cash paid for income taxes

Supplementary disclosure of noncash investing an
financing activities:

Warrants issued to placement agents and investor:

Preferred stock conversion to common stock

Warrants converted to common shares

The accompanying notes are an integral part ofeffesncial statements.

— $ — % —
— $ — 3 —
27,06¢ $ 543 $ 47,27¢
— $ — $ 16,76(
= $ - $ 18
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NOTES TO FINANCIAL STATEMENTS

1. Organization

ZIOPHARM Oncology, Inc. (“ZIOPHARM” or the “Compafiyis a biopharmaceutical company that seeks tuiaeq
develop and commercialize, on its own or with ott@mmercial partners, products for the treatmemingirtant unmet
medical needs in cancer.

The Company has had limited operations to datdtarattivities have consisted primarily of raisicapital and conducting
research and development. Accordingly, the Comp@uognsidered to be in the development stage a¢fber 31, 2009. The
Company's fiscal year ends on December 31.

The Company has operated at a loss since its inceipt2003 and has no revenues. The Company pates that losses
will continue for the foreseeable future. At Dec&mB1, 2009, the Company’s accumulated deficit agmoximately $91.1
million. The Company currently believes that it lsafficient capital to fund development and comraization activities,
principally for palifosfamide, very early into 201Phe Company’s ability to continue operations raifte current cash resources
are exhausted depends on its ability to obtaint@adil financing and achieve profitable operatiasto which no assurances
can be given. Cash requirements may vary matefialiy those now planned because of changes irothesfand direction of
its research and development programs, competitidetechnical advances, patent developments or dédvelopments.
Additional financing will be required to continuperations after the Company exhausts its curresit oasources and to
continue its long-term plans for clinical trialstanew product development. There can be no asseithatany such financing
can be realized by the Company, or if realized, i@ terms thereof may be, or that any amountttieaCompany is able to
raise will be adequate to support the Company’kingrcapital requirements until it achieves prdfleoperations. The
Company’s failure to raise capital as and when ede&dould have a negative impact on its financialdition and its ability to
pursue its business strategies. If adequate additfands are not available when required, or uatessful in entering into
partnership agreements for the further developrokits products, the Company will be required ttaglereduce or eliminate
planned preclinical and clinical trials and termethe approval process for its product candidiates the FDA or other
regulatory authorities. In addition, the Companuldde forced to discontinue product developmesduce or forego sales and
marketing efforts, forego attractive business opputies, pursue merger or divestiture strategiease operations or declare
bankruptcy. There can be no assurances that faeeceesults will be achieved or that additionahfining will be obtained. The
financial statements do not include any adjustmexiging to the recoverability and classificatmrasset amounts or the
amounts and classification of liabilities that ntitge necessary should the Company be unable tinoerds a going concern.

2. Financings

On December 4, 2009, the Company entered into darumiting agreement (the “Underwriting Agreementi'which JMP
Securities LLC and Rodman & Renshaw, LLC agreesktoe as co-lead managers (together, the “Undensfjtin connection
with a public offering and sale by the Company 5f4B4,000 units at a price to the public of $3.20ymit for gross proceeds
of $48.0 million. The Company paid $2.8 milliondommissions and offering expenses and expectstthesremaining net
proceeds of $45.2 million for general corporateppses, which include ongoing research and develnpagtivities. Each unit
sold in the Offering consisted of one share ofaammon stock and an investor warrant to purchasefla share of common
stock. The shares of common stock and investoramtgwere immediately separable. The closing ofrdmesaction occurred
on December 9, 2009.

In connection with this public offering, the Compaasued warrants to purchase an aggregate of $208hares of
common stock (including the investor warrants a6d, 820 warrants issued to the Underwriters). Thestor warrants are
exercisable immediately and the underwriter wasaxercisable six months after the date of issuaftoe warrants have an
exercise price of $4.02 per share and have a

F-10




TABLE OF CONTENTS

ZIOPHARM Oncology, Inc.
(A Development Stage Enterprise)

NOTES TO FINANCIAL STATEMENTS

2. Financings — (continued)

five year term. The fair value of the warrants vwamated at $22.9 million using a Black-Scholesleiavith the following
assumptions: expected volatility of 105%, risk fieerest rate of 2.14%, expected life of five yeand no dividends.

The Company assessed whether the warrants requioerting as derivatives. The Company determinatlttie warrants
were (1) not indexed to the Company’s own stock @)ahot classified in stockholders’ equity in amtance with Financial
Accounting Standards Board (“FASB”) Accounting Stards Codification (“ASC")Topic 81%)erivatives and HedgingAs
such, the Company has concluded the warrants dichaet the scope exception for determining whetfieinstruments require
accounting as derivatives and should be class#felifbilities (see Note 8 to the financial statatagWarrants).

On September 9, 2009, the Company entered intowaises purchase agreement (the “2009 Privatedftent”) with
certain investors pursuant to which it sold a tofa2,772,337 units, each unit consisting of orerstof common stock and a
warrant to purchase one share of common stock fiarehase price of $1.825 per unit. The closintheftransaction occurred
on September 15, 2009. In connection with the 20@@ate Placement, the Company raised approxim&tHt million in gross
proceeds. After paying $455 thousand in placemgeniafees and offering expenses, the net proceeds $4.6 million.

In connection with the 2009 Private PlacementGbepany issued warrants to purchase an aggregat@1,954 shares
of common stock (including 138,617 warrants issigetthe placement agents) which are exercisable oiratedy. The warrants
have an exercise price of $2.04 per share andaéive year term. The fair value of the warrantswatimated at $4.2 million
using a Black-Scholes model with the following amptions: expected volatility of 105%, risk freedrest rate of 2.41%,
expected life of five years and no dividends. Tie ¥alue of the warrants was recorded in the gaéttion of the balance
sheet.

The Company assessed whether the warrants requioerting as derivatives. The Company determinatlttie warrants
were both (1) indexed to the Company’s own stoak @) classified in stockholders’ equity in accarda with ASC Topic 815,
Derivatives and HedgingAs such, the Company has concluded the warrae&t the scope exception for determining whether
the instruments require accounting as derivativessdould be classified in stockholders’ equity.

In connection with the 2009 Private PlacementGbenpany entered into a registration rights agre¢mih each of the
investors. The registration rights agreement presihat the Company file a “resale” registrati@iesnent covering all of the
shares issued in the 2009 Private Placement arghtres issuable upon exercise of the warrantedssuthe 2009 Private
Placement, up to the maximum number of sharestallie registered pursuant to applicable SecuitiesExchange
Commission (“SEC”) regulations, within 30 days loé tclosing of the 2009 Private Placement. The Comfiied the
registration statement with the SEC on Septembg2@®9 (File No. 333-162160). Under the terms efrgistration rights
agreement, the Company is obligated to maintaireffextiveness of the “resale” registration statetumtil all securities
therein are sold or are otherwise can be sold patdo Rule 144, without any restrictions. A cashaity at the rate of 1% of
the purchase price per month, capped at a maxiniu% of the purchase price (or $506 thousand),biltriggered for any
filing or effectiveness failures or if, at any timéter six months following the closing of the 20Pfvate Placement, the
Company ceases to be current in periodic repottstive SEC.

In December 2006, the FASB issued an accountinglatd, which addresses an issuer's accounting@distration payment
arrangements. The accounting standard specifieshth@ontingent obligation to make future paymemtstherwise transfer
consideration under a registration payment arramgemvhether issued as a separate agreement odé@utchs a provision of a
financial instrument or other agreement, shoulddymarately recognized and measured in accordanicé-ASB guidance in
Accounting for Contingencies. The accounting statdiarther clarifies that a financial instrumenbgct to a registration
payment arrangement should be accounted for inrdanoe with US GAAP without regard to the contirtg@sligation to
transfer
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2. Financings — (continued)

consideration pursuant to the registration payraenrsingement. The Company applied the recognitichnagasurement
provisions of the accounting standard to the redfisin rights associated with the registration tsghgreement. As result, the
Company believes that the contingent obligatiom#ke future payments is not probable and as susheltarded no liability
associated with these registration rights.

On February 23, 2007, pursuant to subscriptioneagemts between the Company and certain institutammother
accredited investors, the Company completed tleecfadn aggregate of 5,910,049 shares of the Coytgpeommon stock at a
price of $5.225 per share in a private placeméret (2007 Offering”). In addition to these shareklsn the 2007 Offering, the
Company also issued to each investor a five-yearantito purchase, at an exercise price of $5.75Ipare, an additional
number of shares of common stock equal to 20 peafehe shares purchased by such investor in @& Dffering. In the
aggregate, these warrants entitle investors tohagseean additional 1,182,015 shares of common stdekCompany estimated
the fair value of these warrants at $4.7 milliomgghe Black-Scholes model, using an assumedfréskrate of 4.71% and an
expected life of 5 years, volatility of 93%, andigidend yield of 0%. The total gross proceeds ltegufrom the 2007 Offering
was approximately $30.9 million, before deductietiisg commissions and expenses.

The Company assessed whether the warrants requioerting as derivatives. The Company determinatlttie warrants
were both (1) indexed to the Company’s own stoak @) classified in stockholders’ equity in accarda with ASC Topic 815,
Derivatives and HedgingAs such, the Company has concluded the warrae&t the scope exception for determining whether
the instruments require accounting as derivativessdould be classified in stockholders’ equity.

The Company engaged Paramount BioCapital, Incréfaunt”), Oppenheimer & Co. Inc., and Griffin Sgtas, Inc.
(together, the “2007 Placement Agents”) as placeémgents in connection with the 2007 Offering. émsideration for their
services, the Company paid the 2007 Placement Aggygregate cash commissions of $1.6 million (atwB$1.0 million was
paid to Paramount; see Note 6 to the financiaéstahts, Related Party Transactions) and issue@bwearants to the 2007
Placement Agents and their designees to purchaaggirgate of 156,058 shares of the Company’s constoek at an
exercise price of $5.75 per share. In connectidh thie 2007 Offering, the Company also made cagmpats of $222
thousand and issued 5-year warrants to purchagd£2shares of the Company's common stock, at acisaerice of $5.75
per share, to a financial consultant pursuantemtn-circumvention provision of a prior agencyesgnent. The Company
estimated the fair value of these 177,302 warran$y09 thousand using the Black-Scholes modeaigumn assumed risk-free
rate of 4.71% and an expected life of 5 years, tilityaof 93%, and a dividend yield of 0%.

The Company assessed whether the warrants reqeoarging as derivatives. The Company determinatittie warrants
were both (1) indexed to the Company’s own stoak @) classified in stockholders’ equity in accarda with ASC Topic 815,
Derivatives and HedgingAs such, the Company has concluded the warraetsha scope exception for determining whether
the instruments require accounting as derivativessiould be classified in stockholders’ equity.

Pursuant to the 2007 Offering, the Company agreecs¢ its best efforts to (i) file a registratidatement covering the
resale of the shares sold in the 2007 Offeringthadcommon stock issuable upon exercise of thestovevarrants and
placement agent warrants issued in the 2007 Offewithin 45 days following the closing date of @07 Offering, and (ii) use
reasonable commercial efforts to cause the retjmtratatement to be effective within 120 daysradtech final closing date.

With respect to each investor in the 2007 Offerthg, Company also agreed to use reasonable conaieffoirts to cause
the registration statement to remain effectivel thé earliest of (i) the date on which the investay sell all of the shares and
shares issuable upon exercise of the warrantshtbleinby the investor pursuant to Rule 144(k) ofSleeurities Act of 1933
without regard to volume restrictions; and (ii) buine
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as all of the securities held by the investor awgistered under the registration statement have s&ld pursuant to a
registration statement, or in a transaction exenoph the registration and prospectus delivery resjaents of the Securities Act
of 1933 under Section 4(1) thereof so that allgfanrestrictions and restrictive legends are resdaypon the consummation of
such sale. The 2007 Placement Agents have beanledf@quivalent registration rights as the invesiioithe 2007 Offering
with respect to the shares issuable upon exer€ige @lacement agent warrants. Effective Janua®0Q7, the Company
adopted a new accounting standard which requiggdristruments subject to registration paymentsiaceunted for without
regard to the contingent obligation to make regig&in payments. As a result, the Company has detechthat no contingent
loss exists based on its history of timely anngadrterly and registration filings. The Companeimds to continue the timely
compliance with all SEC filing requirements, whiafil keep the Company current and the shares regidt On March 1, 2007,
the Company filed a registration statement on F&tBwith the Securities and Exchange Commissior.r€gistration
statement was declared effective on March 26, 2@Wering the resale of the shares issued inGAg Dffering registered
under the Securities Exchange Act of 1933 and malpewas recorded.

On May 3, 2006, pursuant to subscription agreemémtsCompany and certain institutional and otleeredited investors,
the Company completed the sale of an aggregat®i,256 shares of the Company’s common stoclpate of $4.63 per
share in a private placement (the “2006 Offeringff)addition to the shares, the Company also istue@ch investor a five-
year warrant to purchase, at an exercise pricé& &@6fper share, an additional number of sharesmhwon stock equal to 30
percent of the shares purchased by such investbeiB006 Offering. In the aggregate, these Wasrantitle investors to
purchase an additional 2,397,392 shares of comtegk.sThe Company estimated the fair value of thveseants at $9.6
million using the Black-Scholes model, using aruassd risk-free rate of 5.01% and an expected fife years, volatility of
100%, and a dividend yield of 0%. The total grosxpeds resulting from the 2006 Offering was apipnately $37 million,
before deducting selling commissions and expenses.

The Company assessed whether the warrants requioerting as derivatives. The Company determinatlttie warrants
were both (1) indexed to the Company’s own stoak @) classified in stockholders’ equity in accarda with ASC Topic 815,
Derivatives and HedgingAs such, the Company has concluded the warrae&t the scope exception for determining whether
the instruments require accounting as derivativessdould be classified in stockholders’ equity.

The Company engaged Paramount BioCapital, IncGaiftin Securities, Inc. (together, the “2006 Plamnt Agents”) as
co-placement agents in connection with the 200@1@7f. In consideration for their services, the @amy paid the 2006
Placement Agents and certain selected dealers eddmgthe 2006 Placement Agents and their desigamgrggate cash
commissions of $2.6 million (of which $1.7 milliavas paid to Paramount; see Note 6 to the FinaBtédements, Related
Party Transactions) and issued 7-year warrantset@®06 Placement Agents and their designees thase an aggregate of
799,126 shares of the Company’s common stock (idepeof the shares sold in the 2006 Offering)na¢eercise price of
$5.09 per share. The Company estimated the faieval these warrants at $3.5 million using the Bi&choles model, using an
assumed risk-free rate of 5.01% and an expectedfiv years, volatility of 100% and a dividendlgief 0%. The Company
made reimbursements of $100 thousand to the 2Q@f:Rlent Agents for their expenses incurred in cdiorewith the 2006
Offering.

Pursuant to the 2006 Offering, the Company agreecs¢ its best efforts to (i) file a registratidatement covering the
resale of the shares issued in the 2006 Offerimigtlaem common stock issuable upon exercise of theawts issued in the 2006
Offering (including the placement agent warrantihin 30 days following the closing date of the 8ADffering, and (ii) use its
reasonable commercial efforts to cause the retjmtratatement to be effective within 120 daysradtech final closing date.
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With respect to each investor in the 2006 Offerihg, Company also agreed to use its reasonable eceiahefforts to
cause the registration statement to remain effectitil the earliest of (i) the date on which theestor may sell all of the
shares issued in the 2006 Offering and shareshiksuaon exercise of the warrants then held byrthestor pursuant to Rule
144(k) of the Securities Act of 1933 without regézd/olume restrictions; and (ii) such time asodilthe securities held by the
investor and registered under the registratiorestaht have been sold pursuant to a registratié@nséant, or in a transaction
exempt from the registration and prospectus deflivequirements of the Securities Act of 1933 ursection 4(1) thereof so
that all transfer restrictions and restrictive lede are removed upon the consummation of suchHade2006 Placement
Agents have been afforded equivalent registraiigints as the investors in the 2006 Offering witkpect to the shares issuable
upon exercise of the placement agent warrants.aierissued in the 2006 Offering are classifiedcasty. On May 19, 2006,
the Company filed a registration statement on F&tBwith the Securities and Exchange Commissior.régistration
statement was declared effective on May 30, 209&jering the resale of the shares issued in thé @@@ring registered under
the Securities Exchange Act of 1933 and no pesaltiere recorded.

On August, 3, 2005, the Company entered into aredment and Plan of Merger dated as of August 3 2b@ “Merger
Agreement”) with EasyWeb, Inc., a Delaware corgoraf‘EasyWeb”), and ZIO Acquisition Corp., a Delarg corporation and
wholly-owned subsidiary of EasyWeb (“ZIO Acquisitit). EasyWeb was a company that was incorporat&eptember 1998
and had been in the business of designing, matket&iling and maintaining customized and tempiatekey sites on the
Internet that are hosted by third parties. At theetof the Merger (as defined below), however, Bésly had no operating
business and had limited assets and liabilitiessiunt to the Merger Agreement, ZIO Acquisition gegt with and into
ZIOPHARM, with ZIOPHARM remaining as the survivicgmpany and a wholly-owned subsidiary of EasyWkb (t
“Merger”). In connection with the Merger, which weBective as of September 13, 2005, ZIO Acquisitteased to exist and
the surviving company changed its corporate nanZ@PHARM, Inc. Based upon an Exchange Ratio, dinee in the
Merger Agreement, in exchange for all of their gisaof capital stock in ZIOPHARM, the ZIOPHARM stbaiders received a
number of shares of common stock of EasyWeb swuathdipon completion of the Merger, the then-curdd@PHARM
stockholders held approximately 96.8% of the outditag shares of common stock of EasyWeb on a flillyted basis. Upon
completion of the Merger, EasyWeb ceased all afitsaining operations and adopted and continueteimgnting the business
plan of ZIOPHARM. Further, effective upon the Mergile then current officers and directors of Easy\esigned, and the
then current officers and directors of ZIOPHARM wappointed officers and directors of EasyWeb olmjunction with the
Merger, ZIOPHARM made payments of approximately%000 to certain affiliates of EasyWeb in the thaudarter of 2005.
Subsequently, on September 14, 2005, ZIOPHARM ntkigfe EasyWeb, and EasyWeb changed its name t@HKRM
Oncology, Inc.

Although EasyWeb was the legal acquirer in thedaation, ZIOPHARM became the registrant with theusities and
Exchange Commission. Under generally accepted atioguprinciples, the transaction was accountechfoa reverse
acquisition, whereby ZIOPHARM was considered thguarer of EasyWeb for financial reporting purpobesause
ZIOPHARM's stockholders controlled more than 50%h# post-transaction combined entity, the managéamed the board
were that of ZIOPHARM after the transaction, EasyWad no operating activity and limited assetsladdlities as of the
transaction date, and the continuing operatiorie@gntity are those of ZIOPHARM.

Accordingly, the equity of EasyWeb was adjusteceftect a recapitalization of the stock and theiyopf ZIOPHARM was
adjusted to reflect a financing transaction with fitoceeds equal to the net asset value of Easywabdiately prior to the
Merger. The historical financial statements of ZHX¥RM became the historical financial statementthefCompany. The
historical stockholders’ equity was retroactivebgtated to
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adjust for the exchange of shares pursuant to tig& Agreement. All share and per share informdtioluded in the
accompanying financial statements and notes gieeteb the exchange, except as otherwise stated.

On June 6, 2005, the Company completed an offétirey“2005 Offering”) of Series A Convertible Prafed Stock (“Series
A Preferred Stock”). The Company issued 4,197, 9fes at $4.31 for gross proceeds of approxim&Edyl million. In
connection with the 2005 Offering, the Company cengated Paramount, placement agent for the 20@%iQyf or its
affiliates for its services through the paymenfajfcash commissions equal to 7% of the gross pdsciom the sale of the
shares of Series A Preferred Stock, and (b) planemarrants to acquire 419,794 shares of SeriesefeRed Stock (the
“Series A Stock Warrants”), exercisable for a pgrd 7 years from the closing date at a per-sheageecese price equal to 110%
of the price per share sold in the 2005 Offeringede commissions are also payable on additionss §lthe Company of
securities (other than in a public offering) toestors introduced to the Company by Paramount gdhie twelve (12) month
period subsequent to the final closing of the GiierThe Company also paid Paramount an experseaiice of $50 thousand
to reimburse Paramount for its out-of-pocket expsn#lso, for a period of 36 months from the fi@&bsing, Paramount has
the right of first refusal to act as the placensgent for any private sale of the Company’s seestion September 13, 2005,
the Series A Preferred Stock was converted to 49%8&/0f the company’s common stock. Lastly, the @any has agreed to
indemnify Paramount against certain liabilitieglirding liabilities under the Securities Act (seet®&l6 to the financial
statements, Related Party Transactions).

The Company valued the Series A Stock Warrantgusia Black-Scholes model and recorded a char§é .@fmillion
against additional paid-in capital. The Company éstgnated the fair value of such warrants usiegBlack-Scholes model,
using an assumed risk-free rate of 3.93% and eggdifé of 7 years, volatility of 134% and dividepigld of 0%. The net
proceeds from the 2005 Offering were used for meseand development, licensing fees and expeneddpaworking capital
and general corporate purposes.

3. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying financial statements have begraped in accordance with accounting principles galyeaccepted in
the United States of America (“U.S. GAAP”).

Use of Estimates

The preparation of financial statements in conféymiith accounting principles generally acceptethia United States of
America requires management to make estimatessmngtions that affect the reported amounts oftsssal liabilities and
the disclosure of contingent assets and liabilgiethe date of the financial statements and therted amounts of revenues and
expenses during the reporting period. AlthoughGbenpany regularly assesses these estimates, aesuét could differ from
those estimates. Changes in estimates are reciordleel period in which they become known.

The Company’s most significant estimates and judgsesed in the preparation of our financial statets:
e Clinical trial expenses;

» Fair value measurements;

e Stock-based compensation; and

¢ Income taxes.
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Accounting Standards Codification

In July 2009, the Company adopted a newly issuedwatting standard which codified prior pronouncetaemd is the
source of authoritative accounting principles ratogd by the FASB to be applied by nongovernmesnéities in preparation
of financial statements in conformity with U.S. GRAor interim and annual periods. Adoption of théw standard during the
third quarter of 2009 did not have a material imgacthe Company’s financial position, results pémtions or cash flows
however, it changes the way in which U.S. GAAReiferenced.

Subsequent Events

During the second quarter of 2009, the Company t&diogp new accounting standard which establishedrgkstandards of
accounting and disclosure of events which occur dfte balance sheet date. The Company evaludtedeaits or transactions
that occurred after the balance sheet date thrthegtlate when the Company issued these finanei@msents. During this
period the Company did not have any material reizadphe subsequent events.

Cash and Cash Equivalents

Cash equivalents consist primarily of demand deposney market accounts. Cash equivalents aredsaaimost, which
approximates fair market value.

Concentrations of Credit Risk

Financial instruments which potentially subject @@mpany to concentrations of credit risk consisigypally of cash and
cash equivalents. The Company maintains cash atsouoommercial banks, which may, at times, exdeddrally insured
limits. The Company has not experienced any lossssch accounts. The Company believes it is npbsed to any significant
credit risk on cash and cash equivalents.

Property and Equipment

Property and equipment are recorded at cost. Exjpees for maintenance and repairs are chargeggderse while the
costs of significant improvements are capitaliZ2epreciation is provided using the straight-linetmoel over the following
estimated useful lives of the related assets, wisitietween three and five years. Upon retiremesate, the cost of the assets
disposed of and the related accumulated depregciati®o eliminated from the consolidated balancetshae® related gains or
losses are reflected in the consolidated statenoémiserations.

Long-Lived Assets

In accordance with FASB accounting standards, ihmgany reviews the carrying values of its longdiassets for
possible impairment whenever events or changesdnrostances indicate that the carrying amounte@fissets may not be
recoverable. Any long-lived assets held for dispasareported at the lower of their carrying antswor fair values less costs to
sell.

Warrants

On January 1, 2009, the Company adopted a newlgdsaccounting standard which provides guidanessessing whether
an equity-based financial instrument is indexedrte@ntity’s own stock for purposes of determinirfgetier a financial
instrument should be treated as a derivative. plyapg the methodology the Company concluded tleatain warrants issued
by the Company in May 2005 have terms that do restrthe criteria to be considered indexed to theiamy’s own stock and
therefore were re-classified from the equity sectimthe liability section of the Company’s balasteet as of January 1, 2009.
The warrants are subject to re-measurement attedahce sheet date and any change in fair valgedgnized as a component
of other income (expense). Fair value is measusé@tjithe Black-Scholes valuation model. Adoption of
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this new standard decreased equity warrants dledsif stockholders’ equity by $1,638 thousand relased deficit accumulated
during the development stage by $1,566 thousandrenelased warrant liabilities by $72 thousand (dete 8 to the financial
statements, Warrants, for additional disclosure).

Fair Value Measurements

Effective January 1, 2008, the Company adoptedndyriesued accounting standard for fair value messents for
financial assets and liabilities and for non-finahassets and non-financial liabilities, excetsth that are recognized or
disclosed in the financial statements at fair valoe recurring basis, and adopted in this stanfarithe previously exempt
assets and liabilities effective January 1, 200® accounting standard defines fair value, estaddis framework for
measuring fair value under generally accepted atomyprinciples and enhances disclosures abouvétie measurements.
Fair value is defined as the exchange price thatdvioe received for an asset or paid to transfbdity (an exit price) in the
principal or most advantageous market for the amskbility in an orderly transaction between ketrparticipants on the
measurement date. Valuation techniques used toureetsr value must maximize the use of observaigats and minimize
the use of unobservable inputs. The standard dhesca fair value hierarchy based on three leveispoits, of which the first
two are considered observable and the last unafisienthat may be used to measure fair value wdnietihe following:

e Level 1 — Quoted prices in active markets for identicaeds or liabilities.

e Level 2— Inputs other than Level 1 that are observaliteeedirectly or indirectly, such as quoted priéessimilar
assets or liabilities; quoted prices in markets #na not active; or other inputs that are obsdevabcan be corroborat
by observable market data for substantially thetéun of the assets or liabilities.

e Level 3— Unobservable inputs that are supported by littleo market activity and that are significanttte fair value
of the assets or liabilities.

In April 2009, the Company adopted a newly issuszbanting standard which provides guidelines fokimg fair value
measurements more consistent including additiomdlagitative guidance in determining whether a reai& active or inactive
and whether a transaction is distressed. The amopfithese accounting standards did not have arrabimpact on the
Company’s results of operations, financial conditiw cash flow.

Assets and liabilities measured at fair value oacarrring basis as of December 31, 2009 are ax/fsll

($ in Thousands) Fair Value Measurements at Reporting Date Using
Quoted Prices
in Active
Markets Significant
for Identical Other Significant
Balance as of Assets/ Observable Unobservable
December 31, Liabilities Inputs Inputs
Description 2009 (Level 1) (Level 2) (Level 3)
Warrant liability $ 18,471 $ — $ 1847. $ —

No such assets or liabilities require disclosurefas for the year ended December 31, 2008. Theants were valued
using a Black-Scholes valuation model. See Notet8d financial statements, Warrants for additiatistlosure on the
valuation methodology and significant assumptions.
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Research and Development Costs

Research and development expenditures are chardled statement of operations as incurred. Suds codude
proprietary research and development activities;msed research and development, and expensesatadavith research and
development contracts, whether performed by the fizmy or contracted with independent third parties.

Income Taxes

The provision for income taxes includes federaltestlocal and foreign taxes. Income taxes areumted for under the
liability method. Deferred tax assets and liakghtiare recognized for the estimated future taxemprences of temporary
differences between the financial statement cagrgimounts and their respective tax bases. Deftaredssets and liabilities
are measured using enacted tax rates expecteglptagaxable income in the year in which the tengpy differences are
expected to be recovered or settled. The Compaaly@es the realizability of our deferred tax ass@id establishes a
valuation allowance when it is more likely than ttwdt all or a portion of deferred tax assets wdl be realized.

The Company accounts for uncertain tax positiomsgus “more-likely-than-not” threshold for recogimig and resolving
uncertain tax positions. The evaluation of uncartak positions is based on factors including,rmitlimited to, changes in tax
law, the measurement of tax positions taken or &egkto be taken in tax returns, the effectivdesmtent of matters subject to
audit, new audit activity and changes in factsiaunstances related to a tax position. The Compaajuates this tax position
on an annual basis. The Company also accrues fentil interest and penalties, related to unreizeghtax benefits in income
tax expense. (see Note 9 to the Financial Statenkrome Taxes).

Accounting for Stock-Based Compensation

On January 1, 2006, the Company adopted the adogwstandard which provides guidelines for recagditock-based
compensation. The Company used the modified préspanethod, which resulted in the accounting stadanly being
applied to the financial statements on a go-forwzasis (that is, the prior period results havebsan restated). Under the fair
value recognition provisions of the accounting g, stock-based compensation cost is measutbd gtant date based on
the value of the award using the Black-Scholes Madd is recognized as expense over the servitedodtreviously, the
Company had followed accounting standards whichlied in accounting for employee share optionéait tintrinsic value in
the financial statements.
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The Company recognizes the full impact of its sHaeed employee payment plans in the statemewisesétions for each
of the years ended December 31, 2009, 2008, and &0 did not capitalize any such costs on thenealaheets. The
Company recognized $1.2 million, $1.3 million, &3 million of compensation expense related tdingof employee stock
options during the year ended December 31, 20038,26nd 2007, respectively. In the years ended mbee 31, 2009, 2008,
and 2007, the company recognized $990 thousan®, h28isand and $9 thousand of compensation expessgectively,
related to vesting of restricted stock (see Notéolthe Financial Statements, Stock Option Plan)iiy the year ended
December 31, 2007, the Company recorded compenstjzense in the amount of $120 thousand relatdtbteesting of non-
employee options (see Note 7 to the financial states, Commitments and Contingencies). The follgwable presents share-
based compensation expense included in the Comp&tgtements of Operations:

For the Year Ended December 31,

(In Thousands) 2009 2008 2007

Research and development, including costs of reseamtracts $ 512 $ 49¢ $ 66€

General and administrative 1,66¢ 1,107 775

Share based employee compensation expense before ta 2,181 1,60( 1,43¢

Income tax benefit — — _

Net share based employee compensation exj $ 2,181 $ 160C $ 1,43¢

Prior to the current accounting standards in 28@6 Company previously accounted for stock-baseat@sto employees
using the intrinsic value method and had electeddibclosure-only alternative. All stock-based alsao nonemployees were
accounted for at their fair value. The Company teadrded the fair value of each stock option issoatbn-employees as
determined at the date of grant using the Blackefgshoption pricing model.

The following table illustrates the effect on netd and earnings per share if the Company hadeajpihie fair value
recognition provisions of current accounting stadddo stock-based awards from September 9, 2G48 ¢d inception) to
December 31, 2005:

September 9,
2003
(Date of
Inception) to
December 31,

(In Thousands, Except per Share Data) 2005
Net loss:

As reported $ (15,369
Stock-based compensation expense included in expaHt loss 802
Stock-based compensation expense under the faie-\mlsed method (1,756
Pro forma net loss $ (16,319
Basic and diluted net loss per share:

As reported $ (3.79)
Pro forma $  (3.99

The fair value of each stock option is estimatethatdate of grant using the Black-Scholes optidcinpy model. The
estimated weighted-average fair value of stockomgtigranted to employees in 2009, 2008, and 2087approximately $1.18,
$1.20 and $2.66 per share, respectively. Assumptiegarding volatility, expected term, dividendigiand risk-free interest
rate are required for the Black-Scholes model.
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The volatility assumption is based on the Compamigt®rical experience. The risk-free interest iatkased on a U.S. treasury
note with a maturity similar to the option awarebgected life. The expected life represents theaaeeperiod of time that
options granted are expected to be outstandincgaudecthe Company does not have sufficient histagieercise data, the
Company calculated using the simplified method diesd in SEC Staff Accounting Bulletin (“SAB”) Nd@.07 and No. 110.
The assumptions for volatility, expected life, diend yield and risk-free interest rate are preskeint¢he table below:

2009 2008 2007
Weighted average risk-free interest rate 1.31 -2.61% 1.52-3.49% 3.48 —-5.03%
Expected life in years 5 5 5
Expected volatility 102 — 105% 94 — 99% 91 — 96%
Expected dividend yield 0 0 0

Net Loss per Share

Basic net loss per share is computed by dividirndoss by the weighted average number of commorestautstanding for
the period. The Company's potential dilutive shandgch include outstanding common stock optiomsjasted restricted stock
and warrants, have not been included in the cortipataf diluted net loss per share for any of teeiqds presented as the
result would be antidilutive. Such potential comnstrares at December 31, 2009, 2008 and 2007 caofisis following:

December 31,

2009 2008 2007
Stock options 3,534,68! 2,738,08! 2,797,001
Unvested restricted stock 1,467,16 586,50( 70,00(
Warrants 16,020,14 5,039,65! 5,039,65!

21,022,000  8,364,24 7,906,65!

New Accounting Pronouncements

In January 2010, the FASB issued Accounting Statsdipdate (“ASU”) No. 2010-0Bair Value Measurements and
DisclosuregTopic 820) which improves disclosures about failue measurements. More specifically, ASU 2010dates
Topic 820-10 to require disclosure of transferarid out of levels 1 and 2 and the reason for tresters. Additionally, it
requires separate reporting of purchases, satemnses and settlements for level 3. This updatfdstive for periods
beginning after December 15, 2009. The adoptiahisfstandard will not have an impact on our firahposition or results of
operations.

4. Property and Equipment, net

Property and equipment, net consist of the follgwin

December 31,

(In Thousands) 2009 2008
Office and computer equipment $ 38: $ 37t
Software 33C 32¢
Leasehold improvements 39¢ 284
Manufacturing equipment 12 12

1,12 99¢

Less accumulated depreciation (86¢) (510
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Depreciation and amortization charged to the Stateraf Operations for the years ended Decembe2(®19, 2008, 2007
and from September 9, 2003 (date of inception)e&oe®nber 31, 2009 (in thousands) was: $330, $3&88 &dd $1,457,
respectively.

5. Accrued Expenses
Accrued expenses consists of the following:

December 31,

(In Thousands) 2009 2008

Professional services $ 23C $ 152
Clinical consulting services 40¢ 1,22¢
NASDAQ fees 15¢ —
Manufacturing services 12C 1,512
Accrued vacation 10¢ 42
Insurance 104 —
Research and development consulting services 63 11C
Payroll taxes 29 —
Employee compensation 4 9
Other 35 83

Accrued expenses $ 1,261 $ 3,131

6. Related Party Transactions

During 2005, the Company engaged Paramount tatasgilacing shares of Series A Preferred Stoch dbbest efforts”
basis. Lindsay A. Rosenwald, M.D. is Chairman ahéCExecutive Officer of Paramount. Dr. Rosenwialdlso managing
member of Horizon BioMedical Ventures, LLC (“Horizd. On December 30, 2004, Horizon authorized tisgribution of
2,428,911(4,848,376 pre-Merger) shares of commuekgsuch shares, the “Horizon Distributed Shares"gqual installments
of 1,214,456 (2,424,188 pre-Merger) shares of comatock to Mibars, LLC (“Mibars”) and to Dr. Roseald and his
designees (the “Designated Shares”). The dispasitidhe Designated Shares will be subject to gertstrictions as agreed to
among Dr. Rosenwald and Dr. Rosenwald’s desigremeng other things, under certain circumstancesos#t in pledge
agreements between Dr. Rosenwald and his desigbeeRpsenwald has the right to re-acquire the @restied Shares from his
designees. As a result of those rights, Dr. Ros&hmay be deemed to be an affiliate of the Company.

In connection with the December 22, 2004 Optione&gnent with Southern Research Institute (“SRI'8, @ompany
entered into a Finders Agreement, dated Decemhe&2@Bl, with Paramount pursuant to which the Comipreas agreed to
compensate Paramount, for services in connectiinthe Company'’s introduction to SRI through thgrpant of (a) a cash fee
of $60 thousand and (b) warrants to purchase 62529,000 pre-Merger) shares of the Company’s comstaock at a price
equal to $4.75 ($2.38 pre-Merger) per share. Thag2my has estimated the fair value of such warnasitsy the Black-Scholes
model, using an assumed risk-free rate of 3.93% eapected life of 7 years, volatility of 134% agtididend yield of 0%. In
December 2004, the Company expensed the $60 thibtisainwas payable to Paramount and recognized eosagion expense
in the amount of $251 thousand for the issuant¢keofvarrants.

In connection with the Series A Preferred Stocke@iffy, the Company and Paramount entered into taodinction
Agreement in January 2005, pursuant to which the@my had agreed to compensate Paramount fomiieag in connection
with the Offering through the payment of (a) casmmissions equal to 7% of the gross proceeds flensale of the shares of
Series A Preferred Stock, and (b) placement wasrant
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to acquire a number of shares of Series A Prefe3tedk equal to 10% of the number of shares oeSekiPreferred Stock
issued in the Offering, exercisable for a period gkars from the Closing Date at a per Share seeprice equal to 110% of
the price per Share sold in the Offering. Thesern@sions are also payable on additional sales & thmpany of securities
(other than in a public offering) to investors aduced to the Company by Paramount during the ev@®) month period
subsequent to the final closing of the Offeringe T@ompany also agreed to pay to Paramount a nhansatable expense
allowance of $50 thousand to reimburse Paramouritsfout-of-pocket expenses. Also, for a perio@@fmonths from the final
Closing, Paramount has the right of first refusahtt as the placement agent for the private saleedcCompany’s securities.
Lastly, the Company has agreed to indemnify Parainagainst certain liabilities, including liabi#s under the Securities Act.

In connection with the 2006 Offering, on May 3, 8B0the Company paid Paramount a cash commissical &mid% of the
gross proceeds from the sale of the Shares sadRhymount in the 2006 Offering, resulting in a gaayiment of approximately
$1.7 million. In addition, the Company issued 7+yearrants to the 2006 Placement Agents and thesiigdees to purchase an
aggregate of 799,126 shares (10 percent of the=Sisaid in the Offering) of the Company’s commatkt of which 532,750
were issued to Paramount at an exercise price.08%%er share.

On December 18, 2006 the Company paid Paramowglasettlement of $180 thousand in exchange fanfRaunt's
agreement to terminate certain of its rights urider2005 and 2004 agreements. This amount was segén the year ended
December 31, 2006.

Mr. Timothy Mclnerney, who is a member of the Boafdirectors of the Company, was a full-time enygle of
Paramount from 1992 through March 2007. In addjtMithael Weiser, a current member of the BoarB®ioéctors of the
Company, and David M. Tanen, who was a membereoBtbard of Directors of the Company, were full-tisraployees of
Paramount from July 1998 through November 2006,Jagl 1996 through August 2004, respectively. MhrdKnox, our
former Treasurer, is also a full-time Paramount leyge.

In connection with the 2007 Offering, on FebruaBy 2007, the Company paid Paramount cash commissigual to 6% of
the gross proceeds from the sale of the sharesgdihramount in the 2007 Offering, resulting iteah payment of
approximately $1.0 million. In addition, the Compgassued 5-year warrants to the placement ageritei2007 Offering and
their designees to purchase an aggregate of 178{802s (3% of the shares sold in the 2007 Offeohthe Company’s
common stock at an exercise price of $5.75 persivdiwhich 97,536 were issued to Paramount.

During the year ended December 31, 2008, there m@related party transactions.

Mr. Timothy Mclnerney, who is a member of the Boafirectors of the Company, has been a PartnBiarbank
Capital Securities, Inc. since June 2007. In cotioeevith the 2009 Private Placement, on SepteribeR009, the Company
paid Riverbank Capital Securities, Inc. cash comsiiss equal to 3.325% of the gross proceeds frensdfe of the shares sold
by Riverbank Capital Securities, Inc. in the 2008de Placement, resulting in a payment of appnately $168 thousand. In
addition, the Company issued 5-year warrants t@theement agents in the 2009 Private Placementhamddesignees to
purchase an aggregate of 138,617 shares (5% ehtres sold in the September 2009 Offering) ofXbpany’s common
stock at an exercise price of $2.04 per share hidw65,843 were issued to Riverbank Capital S&esrilnc.

7. Commitments and Contingencies

Operating Leases

In May 2005, the Company entered into an operdéage for a new office in New York, NY consisting2¢580 square
feet. The lease expires in June 2010. In connewtitinthis lease agreement, the Company
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entered into a letter of credit in the amount dd $ifousand naming the Company's landlord as beasfiAs of December 31,
2009 and 2008, the Company has classified thelfitsaind letter of credit as other non-current assethe balance sheet.

In August 2006, the Company entered into an opegdéiase for new office space in New Haven, CT isting of 2,200
square feet. The lease expired in September 28@@rinection with this lease agreement the Compaowided a security
deposit of $4 thousand. This lease was terminat&@kcember 2008 in consideration of a payment gftfitusand, equaling
three months rent. As of December 31, 2008, theiamy had no further obligations under this agregmen

In April 2007, the Company entered into a subldas@ew office space in Charlestown, MA consistarig!,872 square feet.
The lease expires in April 2010. In connection witis lease agreement the Company provided a $gciaposit of $41
thousand. At December 31, 2008, the Company ciaddifis amount in long-term deposits on the badasieet. At December
31, 2009, the security deposit has been reclagddifi@repaid expenses and other current assetsedratance sheet.

In August 2007, the Company entered into a sublEasgew office space in Charlestown, MA consistaid, 750 square
feet. The lease expires in August 2012. In conogatiith this lease agreement the Company providestarity deposit of $46
thousand. At December 31, 2009 and 2008, the Coynipas classified this amount in deposits on tharx sheet.

Future minimum lease payments under operating $easef December 31, 2009 are as follows (in thulsa

2010 $ 287
2011 18¢
2012 12¢
Total future minimum lease payments $ 608

Total rent expense was approximately $456 thousesob thousand, $593 thousand and $2.1 milliotHferyears ended
December 31, 2009, 2008, 2007 and for Septemi200B (date of inception) to December 31, 2009,eetpely.

The Company records rent expense on a straighblses over the term of the lease. Accordingly,Goenpany has
recorded a liability for deferred rent at Decem®&r 2009 and 2008 of $111 thousand and $58 thousaskctively, which is
recorded in deferred rent on the balance sheet.

License Agreements

Patent and Technology License Agreement — The tditivef Texas M. D. Anderson Cancer Center andldmxas A&M
University System.

On August 24, 2004, the Company entered into anpated technology license agreement with The BoaRlegents of the
University of Texas System, acting on behalf of Theversity of Texas M. D. Anderson Cancer Centet the Texas A&M
University System (collectively, the “LicensorsQnder this agreement, the Company was granted @dasixe, worldwide
license to rights (including rights to U.S. anddign patent and patent applications and relatedawgments and know-how)
for the manufacture and commercialization of twassks of organic arsenicals (water- and lipid-Baeeduman and animal
use. The class of water-based organic arseniczlsdies darinaparsin.

As partial consideration for the license rightsadeéd, the Company made an upfront payment in 20@4.25 thousand and
granted the Licensors 250,487 shares of the Con'panynmon stock. In addition, the Company issueibap to purchase an
additional 50,222 shares outside the 2003 Stocio®ftlan for $0.002 per share following the suctésompletion of certain
clinical milestones, which vested with respect
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to 12,555 shares upon the filing of an Investigati'ew Drug application (“IND”) for darinaparsin #005 and vested with
respect to another 25,111 shares upon the completidosing of the last patient for both Phaserlic4l trials in 2007. The
Company recorded $120 thousand of stock based ewapen expense related to the vesting in 2007 r&maining 12,556
shares will vest upon enroliment of the first patiem a multi-center pivotal clinical trial i.e.,ramuman clinical trial intended to
provide the substantial evidence of efficacy nemgst support the filing of an approvable New DAgplication (“NDA"). In
addition, the Licensors are entitled to receiveaaiemilestone payments, including $100 thousaatas paid in 2005 upon
the commencement of Phase | clinical trial and $#%0sand that was paid in 2006 upon the dosirbeofirst patient in the
Registrant-sponsored Phase Il clinical trial forig@parsin. The Company may be required to makéiaddl payments upon
achievement of certain other milestones, in vargngunts which on a cumulative basis could totaioup4.85 million. In
addition, the Licensors are entitled to receivaaityypayments on sales from a licensed productldrsich a product be
approved for commercial sale and sales of a lickpseduct be effected in the United States, Cantheéa-uropean Union or
Japan. The Licensors also will be entitled to nezei portion of any fees that the Company may vecgom a possible
sublicense under certain circumstances. The Comalanypaid the Licensors $100 thousand in 20062803 to conduct
scientific research with the Company obtaining egile right to all resulting intellectual propertghts. The sponsored
research agreements governing this research ancktgd extensions expired in February 2008 witipayments being made
in 2008 or 2009.

The license agreement also contains other provdsiastomary and common in similar agreements witierindustry, such
as the right to sublicense the Company rights utiteagreement. However, if the Company subliceitsefghts prior to the
commencement of a pivotal studg., a human clinical trial intended to provide théstantial evidence of efficacy necessary
to support the filing of an approvable NDA, the énisors will be entitled to receive a share of tignpents received by the
Company in exchange for the sublicense (subjectttain exceptions).

License Agreement with DEKK-Tec, Inc.

On October 15, 2004, the Company entered intoemsie agreement with DEKK-Tec, Inc., pursuant tociiii was granted
an exclusive, worldwide license for palifosfamide. part of the signing of license agreement wittkKBETec, the Company
expensed an upfront $50 thousand payment to DEK&HT2004.

In consideration for the license rights, DEKK-Tecntitled to receive milestone payments upon teemence of certain
achievements of certain milestones in varying antewich on a cumulative basis may total $3.9 milliOf the aggregate
milestone payments, most of the total amount véltkeditable against future royalty payments aaresiced below. The
Company expensed a $100 thousand milestone paymentachieving Phase Il milestones during the geded December 31,
2006. Additionally, in 2004 the Company issued DEK&C an option to purchase 27,616 shares of thep@oyis common
stock for $0.02 per share. Upon the execution efittense agreement, 6,904 shares vested and wieseqiently exercised in
2005 and the remaining options will vest upon déentailestone events, culminating with final FDA apypal of the first NDA
submitted by the Company (or by its sublicenseep#&difosfamide. None of the remaining options hagsted as of December
31, 2009. DEKK-Tec is entitled to receive royalgyments on the sales of palifosfamide should éfggroved for commercial
sale. There were no payments during 2008 or 2009.

Option Agreement with Southern Research Institi8RK")

On December 22, 2004, the Company entered intopdioi©Agreement with SRI (the “Option Agreemengiyrsuant to
which the Company was granted an exclusive optiarbtain an exclusive license to SRI’s interestartain intellectual
property, including exclusive rights related totagr isophosphoramide mustard analogs.
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Also on December 22, 2004, the Company enterediifiResearch Agreement with SRI pursuant to whiehGompany
agreed to spend a sum not to exceed $200 thousdwddn the execution of the agreement and DecePih@006, including a
$25 thousand payment that was made simultaneousiytire execution of the agreement, to fund reseand development
work by SRI in the field of isophosphoramide mudtanalogs. The Option Agreement was exercised bruBey 13, 2007. In
connection with the exercise of the option, minimammual royalty payments of $25 thousand were nratlee years ended
December 31, 2008 and 2007 as part of the Liceiggeeent. No payment was made in 2009.

License Agreement with Baxter Healthcare Corporatio

On November 3, 2006, the Company entered into iaitheé Asset Purchase Agreement (for indibulinyldricense
Agreement (to Baxter's proprietary nanosuspengionrology) with affiliates of Baxter. Indibulin énovel anti-cancer agent
that binds to tubulin, one of the essential pratéar chromosomal segregation, and targets mitikgighe taxanes and vinca
alkaloids. It is being developed as an oral formokg the more well known antimitotic drugs are threanes (paclitaxel,
docetaxel) and the vinca alkaloids (vincristineblastine). The purchase included the entire ifdibntellectual property
portfolio as well as existing drug substance argbuke inventories. The terms of the Asset PurcAggeement included an
upfront cash payment of approximately $1.1 millaowd an additional $100 thousand payment for exjstimentory, both of
which were expensed in 2006. In addition to theamifcosts, the Asset Purchase Agreement includidii@al milestone
payments that could amount to approximately $8iomilin the aggregate and royalties on net sal@safucts covered by a
valid claim of a patent for the life of the patemta country-by-country basis. The Company expens&®P5 thousand
milestone payment upon the successful U.S. INDiegipdn for indibulin in 2007. The License Agreerhegquires payment of
a $15 thousand annual patent and license prosafmtintenance fee through the expiration of thettasxpire of the Licensed
Patents which is expected to expire in 2025 andlti@g on net sales of licensed products covereal\mlid claim of a patent
for the life of the patent on a country-by-courttasis.

In October 2009, the Baxter License Agreement vmasnaled to allow the Company to manufacturer indibul
Collaboration Agreement with Harmon Hill, LLC

On April 8, 2008, the Company signed a collaboratigreement for Harmon Hill, LLC (“Harmon Hill") tprovide
consulting and other services for the developmedta@mmercialization of oncology therapeutics b @RHARM. Under the
agreement the Company has agreed to pay Harmof2dilthousand per month for the consulting sendeeshas further
agreed to pay Harmon Hill (a) $500 thousand uperfitist patient dosing of the Specified Drug inieopel trial, which trial
uses a dosing Regime introduced by Harmon Hill; @mgbrovided that the Specified Drug receives laiguy approval from
the FDA, the EMEA or another regulatory agencytfa marketing of the Specified Drug, a 1% royafyhe Company’s net
sales will be awarded to Harmon Hill. If the SpexifDrug is sublicensed to a third party, the agreet entitles Harmon Hill to
a 1% award of royalties received from a subliceBsiject to renewal or extension by the partiestéhm of the agreement
was for a one year period that expired April 7,208lthough the Company and Harmon Hill have ndaeesd into a formal
written renewal or extension, the parties continteedperate under the terms of the agreement arbleer 31, 2009. The
Company expensed $180 thousand and $240 thousand @008 and 2009, respectively, for consultingyees per the
aforementioned agreement. No milestones have lee@hed or accrued during the years ended Decerib20B@9 or 2008.

Guarantees and Indemnification Obligations

Certain officer and employees also have specifargnteed severance agreements. In conjunctiontgtB005 Offering,
the Company has agreed to indemnify Paramount stgeéntain liabilities, including liabilities undére Securities Act. The
Company has not recorded any expense or liabiliékded to these guarantees as of December 3%,8002008.
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8. Warrants

The Company has issued both warrants that are atmbior as liabilities and warrants that are aoted for as equity
instruments.

On January 1, 2009, the Company adopted a newlgdsaccounting standard which provides guidanessessing whether
an equity-issued financial instrument is indexedricentity’s own stock for purposes of determinwvtgether a financial
instrument should be treated as a derivative. plyapg the methodology, the Company concluded tleatain warrants issued
by the Company in May 2005 have terms that do restrthe criteria to be considered indexed to theiamy’s own stock and
therefore were re-classified from the equity sectimthe liability section of the Balance Sheetsfa3anuary 1, 2009.
Accounting standards require that the warrantsabeed at each financial reporting period and tiseltang gain or loss be
recorded as other income (expense) in the Statsmé@perations. Fair value is measured using taekBScholes valuation
model.

In May 2005, the Company issued 419,786 warranptacement agents for services performed in coioreetith the 2005
Offering, 11,083 of which were subsequently exemtisThe remaining 408,703 warrants were originaliped at $1.6 million.
Subiject to certain exceptions, these warrants geofar anti-dilution protection should common stackcommon stock
equivalents be subsequently issued at a pricadHassthe exercise price of the warrants then iecéffivhich was initially $4.75
per share. This provision was triggered in 2006mateck was sold at $4.63 per share in the 200€éridff. Accordingly, the
warrants were re-priced at $4.69. The provision tniggered a second time with 2009 Private Placémen stock was sold at
$1.825 per share and the warrants were subsequertiyced at $4.25. The provision was triggeredimgvith the Company’s
December 2009 public offering when stock was sblBal0 per share and the warrants were subseguentriced at $3.93.
Using a Black-Scholes model, the warrants wereegaht $72 thousand on January 1, 2009, when tloeiating standard was
adopted. The reclassification attributed to the seamdard had the following cumulative effect om Balance Sheets:

Liabilities Stockholders’ Equity
Deficit
Accumulated
During the
Development
(In Thousands) Warrants Warrants Stage
As reported on December 31, 2008 $ — $20,50¢ $ (85,06
Re-classification 72 (1,639 1,56¢€
Balance on January 1, 2009 $ 72 $18,86¢t $ (83,499

Also, in connection with the December 2009 pubffering, the Company issued warrants to purchasaggnegate of
8,206,520 shares of common stock (including thestor warrants and 464,520 warrants issued to tioeiwriters). The
investor warrants are exercisable immediately &edunderwriter warrants exercisable six monthg #fie date of issuance.
The warrants have an exercise price of $4.02 pmesind have a five year term. The fair value eflarrants was estimated at
$22.9 million using a Black-Scholes model with thiowing assumptions: expected volatility of 10566k free interest rate of
2.14%, expected life of five years and no dividends

The Company assessed whether the warrants reqeoerging as derivatives. The Company determinatithe warrants
were not indexed to the Company’s own stock in etanace with accounting standards codification T&1i6, Derivatives and
Hedging. As such, the Company has concluded the warraghtsad meet the scope exception for determiningttérethe
instruments require accounting as derivatives &odls be classified in liabilities.

On December 31, 2009, the liability-classified waaits were valued at $18.5 million using a Blacke$e$ valuation model.
The decrease in the fair value of the warrant liigds of $4.5 million for the year ended DecemBg&r 2009 was charged to
other income (expense) in the Statements of Opasti
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8. Warrants — (continued)

The following assumptions were used at Januar@@9 2and December 31, 2009:

January 1, December 31,

2009 2009
Risk-free interest rate 1.55% 1.37 —2.65%
Expected life in years 3.42 2.42-4.92
Expected volatility 102% 105%
Expected dividend yield 0 0

Warrants accounted for as equity instruments irebhé following issuances:

During 2004, the Company issued warrants to pueds21 shares of the Company’s common stockranfaunt as
compensation for services rendered in connectit er entering into an option agreement with SeuttResearch Institute.
In connection with the warrants issued, the Compangrded a charge of $251 thousand to generahdmihistrative expense.
The Company has estimated the fair value of sutibrmpusing the Black-Scholes model, using an assunisk-free rate of
3.93%, and expected life of 7 years, volatilityl84% and dividend yield of 0%.

In 2005, the Company issued performance warrargsiichase 50,000 shares of the Company’s commohk Bioservices
to be rendered to its investor relations consuld@mtompensation. In connection with the warrastaace 12,500 shares are
exercisable immediately and the Company recordethege of $45 thousand to general and adminiseraipense in the year
ended December 31, 2005. The Company has estiteddir value of such options using the Black-3etanodel, using an
assumed risk-free rate of 4.39%, an expected lifey@ars, volatility of 109%, and dividend yielfi@%. The remaining 37,500
warrants were cancelled in the year ended DeceB1he2006 due to performance objectives not beiriginbkd at the expiration
of agreement.

In connection with the 2006 Offering completed oay\8, 2006, the Company issued warrants to purch@8¢,392 shares
of common stock to investors and 799,126 warranfgitchase common stock to the 2006 Placement Ageat their
designees. The Company estimated the fair valtieeofvarrants at $9.6 million and $3.5 million, resfively, using the Black-
Scholes model, using an assumed risk-free rateddPb and an expected life of 5 and 7 years, valatf 100% and a dividend
yield of 0%.

On February 23, 2007, as part of the 2007 Offeting,Company issued warrants to purchase 1,182l@dres of common
stock to investors and 177,302 warrants to purchasemon stock to the 2007 Placement Agents, tlesigtiees and a
previously-engaged financial consultant. The Comgpesiimated the fair value of the warrants at $dillion and $709
thousand respectively, using the Black-Scholes modeng an assumed risk-free rate of 4.71% anexpected life of 5 years,
volatility of 93% and a dividend yield of 0%.

No warrants were issued or exercised in the yedingrDecember 31, 2008.

In connection with the 2009 Private PlacementGbepany issued warrants to purchase an aggregat@1,954 shares
of common stock (including 138,617 warrants issigetthe placement agents) which are exercisable oratedy. The warrants
have an exercise price of $2.04 per share andaéve year term. The fair value of the warrantswatimated at $4,207
thousand using a Black-Scholes model with the falhg assumptions: expected volatility of 105%, figde interest rate of
2.41%, expected life of five years and no divideride fair value of the warrants was recorded éeuity section of the
balance sheet. In October 2009, 136,986 of thesmmia were exercised.
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The following is a summary of warrants outstandasgpf December 31, 2009.

Number of Exercise Expiration
Warrants Issued in Connection With Price Date

$ 4.7¢ December 23, 2011
$ 478 May 31, 2012
$ 4.7¢  September 14, 2010
$ 55¢ May 3, 2011
799,12¢  Placement warrants for services performed $ 5.0¢ May 3, 2013
1,182,01! Investor warrants $ 5.7¢ February 23, 2012

$

$

$

$

$

62,62.  Services performed
408,70:  Placement warrants for services performed
12,50(C  Services performed

2,397,39; Investor warrants

177,30:  Placement warrants for services performed 5.7t February 23, 2012
2.04 September 15, 2014
2.04 September 15, 2014
4.0z December 9, 2014

4.0z December 9, 2014

2,635,35: Investor warrants
138,61°  Placement warrants for services performed
7,742,001 Investor warrants
464,52( Underwriter warrants for services performed
16,020,14

9. Income Taxes

There is no provision for income taxes because€trmpany has incurred operating losses since irarepfihe reported
amount of income tax expense for the years differ® the amount that would result from applying dstic federal statutory
tax rates to pretax losses primarily because otlfamges in the valuation allowance. Significamhponents of the Company's
deferred tax assets at December 31, 2009 and 26G&dollows:

December 31,

(In Thousands) 2009 2008

Net operating loss carryforwar $ 768 $ 6,46F
Start-up and organizational costs 24,19: 23,19¢
Research and development credit carryforwards 1,86¢ 1,66t
Stock compensation 501 47%

Accrued bonus — —

Depreciation 112 27)
Other 384 46C

34,74¢ 32,23
Less valuation allowance (34,746 (32,23Y)
Net deferred tax asse $ —  $ =

Deferred income taxes reflect the net tax effettemporary differences between the carrying amotiassets and
liabilities for financial reporting purposes an@ thimounts used for income tax purposes. At DeceBhe2009, the Company
has aggregate net operating loss carryforwardfetaral tax purposes of approximately $19.2 milkmmailable to offset future
federal and state taxable income to the extent itedrunder the Internal Revenue Code (“IRC"), exygj in varying amounts
through 2029. Additionally, the Company has apprately $1.8 million of research and developmendi¢seat December 31,
2009, expiring in varying amounts through 2029,chhmay be available to reduce future taxes. UrfieetRC Section 382,



certain substantial changes in the Company’s oviaqeraay limit the amount of net operating loss gimwards that can be
utilized in any one year to offset future taxalsleame. As a result of a Private Placement in Seipéer2009, a Public Offering
in December 2009, and prior equity transactionis, ossible that, net operating loss carryforwamd other tax attributes may
have been limited by these rules. The change-itraloprovisions of IRC section 382 have not bedtyfmvestigated in
relation to these transactions. The

F-28




TABLE OF CONTENTS

ZIOPHARM Oncology, Inc.
(A Development Stage Enterprise)

NOTES TO FINANCIAL STATEMENTS

9. Income Taxes — (continued)

net operating loss carryforwards for the year eridecember 31, 2009 includes approximately $15 todisesulting from
excess tax deductions from stock options exerdgis@07. Pursuant to accounting standards, theméeféax asset relating to
excess tax benefits generated from exercises wagcwgnized for financial statement purposes.

The Company has provided a valuation allowancéhferfull amount of these net deferred tax assitsest is more likely
than not that these future benefits will not bdized. However, these deferred tax assets may aiable to offset future
income tax liabilities and expenses. The valuasibowance increased by $2.5 million primarily doenet operating loss
carryforward, start-up and organizational costsl, e increase in research and development credits.

A reconciliation of income tax expense (benefit)ret statutory federal income tax rate and inccames as reflected in the
financial statements is as follows:

December 31,

(In Thousands) 2009 2008 2007

Federal income tax at statutory rates 34.(% 34.(% 34.(%
State income tax, net of federal tax benefit 4.8% 6.1% 6.1%
Research and development credts 2.4% 2.5% 2.1%
Stock compensation -8.2% -1.7% -1.4%
Uncertain tax position adjustment 0.C% 0.C% -5.7%
Other -0.7% -0.5% 0.C%
Increase in valuation allowance -32.%% -40.2% -35.(%
Effective tax rate 0.C% 0.C% 0.C%

The Company adopted a new accounting standardngat accounting for uncertain tax positions onuky 1, 2007. The
standard prescribes a recognition threshold ancgunement of a tax position taken or expected ttaken in a tax return. The
company did not establish any additional resergesificertain tax liabilities upon adoption of tharglard. A summary of the
company's adjustments to its uncertain tax postionthe years ended December 31, 2009, 2008 abid &@ as follows:

(In Thousands)
Balance at January 1, 2007 (adoption of Accourfiitamdard) $ 134

Increase/Decrease for tax positions related tatineent year 104

Increase/Decrease for tax positions related ta years —
Decreases for settlements with applicable taxirtgaities —
Decreases for lapses of statute of limitations —
Balance at December 31, 2007 23¢
Increase/Decrease for tax positions related tatneent year —
Increase/Decrease for tax positions related ta years —
Decreases for settlements with applicable taxirtgarities —
Decreases for lapses of statute of limitations —
Balance at December 31, 2008 23¢
Increase/Decrease for tax positions related tatineent year —
Increase/Decrease for tax positions related ta years —

Decreases for settlements with applicable taxirtgaities —



Balance at December 31, 2009 $ 23¢
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The uncertain tax position adjustments in 2007tedia Federal and State research and developmeatdadits. The
Company has not recognized any interest and pegditithe statement of operations because of thep@oy’'s net operating
losses and tax credits that are available to bh@éeddiorward. When necessary, the Company will aotdor interest and
penalties related to uncertain tax positions asgféats provision for federal and state incomeetsxThe Company does not
expect the amounts of unrecognized benefits wdhgie significantly within the next twelve months.

The Company is currently open to audit under theug of limitations by the Internal Revenue Sexdnd state
jurisdictions for the years ended December 31, 1888ugh 2009.

10. Convertible Preferred Stock and Stockholders’ Buity

On April 26, 2006, the date of the Company’s anmst@tkholders meeting, the shareholders approveddbption of an
Amended and Restated Certificate of Incorporatigrspant to which the Company has 280,000,000 sledsasthorized capital
stock, of which 250,000,000 shares are designaedmmon stock (par value $.001 per share), ar@b8®O00 shares are
designated as preferred stock (par value $.00%hme) (the “Preferred Stock”).

Common Stock of ZIOPHARM Oncology, Inc.

As of December 31, 2009, the Company has 41,583%ba@gs of common stock issued and outstandingaustiares of
Preferred Stock.

In September 2003, the Company issued 1,001,948sbfcommon stock at $0.50 per share for grossgeds of $500
thousand.

In January 2004, the Company issued 9,017,538 slba@mmon stock at $0.50 per share for grossegas of $4.5
million.

In February 2004, the Company amended its artafl@scorporation to provide for the combinationtbé Company’s
common stock, par value $0.001 per share on a-4-basis.

On June 6, 2005, the Company completed the 200&ri@df (see Note 2 to the financial statements, ri€imays). As a result
of the Merger, all shares of the Series A PrefeBtxtk were automatically converted into the nundfeshares of common
stock that the holders of Series A Preferred Stealld have received if their shares of Series Ad?red Stock had been
converted into common stock immediately prior te kherger.

On May 3, 2006, pursuant to subscription agreentagtiseen the Company and certain institutional @her accredited
investors, the Company completed the sale of areggte of 7,991,256 shares of the Company’s constank at a price of
$4.63 per Share in the 2006 Offering. The totabgnaroceeds resulting from the 2006 Offering was@pmately $37 million,
before deducting selling commissions and expenses.

On February 23, 2007, pursuant to subscriptioneagemts between the Company and certain institutemmother
accredited investors, the Company completed tleecfadn aggregate of 5,910,049 shares of the Coyigpeommon stock at a
price of $5.225 per share in a private placemelne. tbtal gross proceeds resulting from the 200@1@ff was approximately
$30.9 million, before deducting selling commissiamsl expenses.

On September 15, 2009, pursuant to subscriptioeemgents between the Company and certain instialtaomd other
accredited investors, the Company completed tleecfadn aggregate of 2,772,337 shares of the Coyigpeommon stock at a
price of $1.825 per share in a private placemelme. tbtal gross proceeds resulting from the Septe2®@9 Offering was
approximately $5.1 million, before deducting salcommissions and expenses (see Note 2 to thecfalamatements,
Financings).
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10. Convertible Preferred Stock and Stockholders’ Buity — (continued)

On December 9, 2009, pursuant to underwriting agez between the Company and certain brokers, tinep@ny
completed the sale of an aggregate of 15,484,08@slof the Company’s common stock at a price df(Ber share in a
private placement. The total gross proceeds regufitom the 2009 public offering was approximat®#8.0 million, before
deducting selling commissions and expenses (see At the financial statements, Financings).

Series A Convertible Preferred Stock of ZIOPHARM.

All shares of Series A Preferred Stock have beeweed into shares of common stock of the Company.

Preferred Stock of ZIOPHARM Oncology, Inc.

The Company’s Board of Directors are authorizeddasignate any series of Preferred Stock, to fixdetdrmine the
variations in relative rights, preferences, prigds and restrictions as between and among su@s seri

11. Stock Option Plan

The Company has adopted the 2003 Stock Option(BHarfPlan”), under which the Company had reseffeedhe issuance
of 1,252,436 shares of its common stock. The Plas approved by the Company’s stockholders on Deeegih 2004. On
June 4, 2009, April 25, 2007 and April 26, 200&, tlates of the Company’s annual stockholders ngetthe Company’s
stockholders approved amendments to the Plan siagthe total shares reserved by 2,000,000, 2)006and 750,000 shares,
respectively, for a total of 6,002,436 shares.

As of December 31, 2009, the Company had outstgrmiitions issued to its employees to purchase @pth4,262 shares
of the Company’s common stock, to its directorpicchase up to 615,174 shares of the Company’s constock, as well as
options to consultants in connection with servieslered to purchase up to 5,250 shares of the &wyigopcommon stock. In
December 2008, 5,000 options were granted to auttans and vest ratably over a two-year period tiogient upon
performance of future consulting services durirag time.

Currently, stock options are granted with an exergirice equal to the closing market price of tbenany’s common stock
on the day before the date of grant. Stock optioresnployees generally vest ratably over threesyaad have contractual
terms of ten years. Stock options to directors galyevest ratably over two or three years and haomtractual terms of ten
years. Stock options are valued using the Blacke®shoption pricing method and compensation isgezed based on such
fair value over the period of vesting on a strailgi¢ basis. The Company has also reserved an gafgref 45,823 additional
shares for issuance under options granted out$ithe @003 Stock Option Plan. The options were g@uto The University of
Texas M. D. Anderson Cancer Center and DEKK-Tec, (see Note 7 to the financial statements, Comeamtsmand
Contingencies). During the year ended Decembe2@17, the Company recorded a $120 thousand stankeosation expense
in connection with the Company achieving a preaeteed development milestone, which triggered thating of 25,111 of the
options granted outside of the 2003 Stock Opti@mPThe 25,111 options were exercised on Augus?Q@7. Proceeds from
this exercise amounted to $50.22 and the intrinalice of these options amounted to $104 thousand.

Proceeds from the 2009, 2008 and 2007 exercisearastbto $73, $0, and $36 thousand, respectivédlg.iftrinsic value
of these options amounted to $238, $0, and $3Xtdmalifor years ended December 31, 2009, 2008, @0id 2espectively.
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Transactions under the Plan for the years endingeiber 31, 2009, 2008, and 2007 were as follows:
Weighted- Weighted-

Average Average Aggregate
Number of Exercise Contractual Intrinsic
(In Thousands, Except Share and per Share Data) Shares Price Term (Years) Value
Outstanding, December 31, 2006 1,913,030 $ 3.9t
Granted 1,101,25 3.6%
Exercised (20,90%) 1.7¢C
Cancelled (196,38() 4.3¢€
Outstanding, December 31, 2007 2,797,00i 3.81
Granted 384,00( 1.64
Exercised — —
Cancelled (442,91) 4.31
Outstanding, December 31, 2008 2,738,08! 3.4z
Granted 1,324,001 1.5¢
Exercised (102,56¢) 0.71
Cancelled (424,839 3.1¢
Outstanding, December 31, 2009 3,534,68 $ 2.8 758 $ 2,96¢
Options exercisable, December 31, 2009 2,456,261 $ 3.0z 6.7¢ $  2,20¢
Options available for future grant 368,81

At December 31, 2009, total unrecognized compensatsts related to non-vested stock options audstg amounted to
$1.7 million. The cost is expected to be recognizesr a weighted-average period of 1.64 years.
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Restricted Stock

In December 2009, the Company issued 347,500 sbérestricted stock to employees and 45,000 sharesstricted stock
to its non-employee directors, which will vest fdyain annual installments over three and two ygaaspectively, commencing
on the first anniversary of the grant date. In 8ejiter 2009, the Company issued 828,000 sharestatted stock to
employees and 180,000 shares of restricted stoitk bmard of directors, all of which vest in theittireties on the one year
anniversary of the grant date. In December 20@8bmpany issued 396,500 shares of restricted stoekployees and
90,000 shares of restricted stock to its boardrefctbrs, all of which vested in December 2009.0Als January 2008, the
Company issued 100,000 shares of restricted stooké employee which vest ratably over a three-gedod. In 2007, the
Company issued 70,000 shares of restricted stoskuweral employees which vested in December 2008n®the years ended
December 31, 2009, 2008 and 2007, $1.0 million9&k8usand and $9 thousand of compensation expeasescognized,
respectively. In December 2009, the Company re@seth 103,823 shares of vested restricted stockdropioyees at $3.66
per share to pay for payroll taxes. A summary efdtatus of non-vested restricted stock as of Dbeei3il, 2009, 2008 and
2007 is as follows:

Weighted-

Average

Number of Grant Date

Shares Fair Value
Outstanding, December 31, 2006 — 3 —
Granted 70,00( 2.7¢
Vested — —
Cancelled — —
Outstanding, December 31, 2007 70,00( 2.7:
Granted 586,50( 0.8:
Vested (45,000 2.73
Cancelled (25,000 2.7%
Outstanding, December 31, 2008 586,50( 1.1t
Granted 1,400,501 2.2¢
Vested (450,33)) 0.97
Cancelled (69,500 0.8:
Outstanding, December 31, 2009 1,467,16° $ 2.3C

As of December 31, 2009, there was $2.7 milliototdl unrecognized stock-based compensation expefeted to non-
vested restricted stock arrangements granted uhde&003 Plan. The expense is expected to be rez@mbaver a weighted-
average period of 1.38 years.

12. Employee Benefit Plan

The Company sponsors a qualified 401(k) RetirerRéant (the “Plan”) under which employees are alloweedontribute
certain percentages of their pay, up to the maximliowed under Section 401(k) of the Internal RaxeGode. The Company
may make contributions to these plans at its diggsreThe Company contributed approximately $35u8and, $113 thousand
and $0 to this plan during the years ended Decefsthe2009, 2008 and 2007, respectively.
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Underwriting Agreement dated December 4, 2009 betmv@OPHARM Oncology, Inc. and JIMP
Securities LLC, as representative of the severdénmriters named thererin (incorporated by
reference to Exhibit 1.1 to the Registrant’s CuriReport of Form 8-K filed December 8, 2009).

Agreement and Plan of Merger among the Registfannérly “EasyWeb, Inc.”), ZIO Acquisition
Corp. and ZIOPHARM, Inc., dated August 3, 2005 ¢imporated by reference to Exhibit 10.1 to the
Registrant’s Form 8-K filed August 9, 2005).

Amended and Restated Certificate of Incorporatafjled with the Delaware Secretary of State on
April 26, 2006 (incorporated by reference to Exhibll to the Registrant’s Current Report of Form
8-K filed April 26, 2006).

Certificate of Merger dated September 13, 200%¢ired to the merger of ZIO Acquisition Corp.
with and into ZIOPHARM, Inc. (incorporated by redace to Exhibit 3.1 to the Registrant’s Form 8-
K filed September 19, 2005).

Certificate of Ownership of the Registrant (formyeitasyWeb, Inc.”) dated as of September 14,
2005, relating the merger of ZIOPHARM, Inc. withdainto the Registrant, and changing the
Registrant’s corporate name from EasyWeb, Incl@PHARM Oncology, Inc. (incorporated by
reference to Exhibit 3.2 to the Registrant’s Fori Blled September 19, 2005).

Bylaws, as amended to date (incorporated by referemExhibit 3.3 to the Registrant’s Form 8-K
filed September 19, 2005).

Specimen common stock certificate. (incorporateddgrence to Exhibit 4.1 to the Registrant’s
Registration Statement on Form SB-2, SEC File 88-829020, filed October 14, 2005).

Form of Warrant issued to placement agents in attiorewith ZIOPHARM, Inc. 2005 private
placement (incorporated by reference to Exhibittd.the Registrant’s Registration Statement on
Form SB-2, SEC File No. 333-129020, filed Octob&r2005).

Schedule identifying holders of Warrants in theridiled as Exhibit 4.2 to this Report (incorpora
by reference to Exhibit 4.3 to the Registrant’s iRggtion Statement on Form SB-2, SEC File No.
333-129020, filed October 14, 2005).

Warrant for the Purchase of Shares of common statdd December 23, 2004. (incorporated by
reference to Exhibit 4.4 to the Registrant’s Regisin Statement on Form SB-2, SEC File No. 333-
129020, filed October 14, 2005).

Option for the Purchase of common stock dated @cttb, 2004 and issued to DEKK-Tec, Inc.
(incorporated by reference to Exhibit 4.5 to thgiReant’'s Annual Report on Form 10-KSB filed
March 20, 2006).

Form of Option for the Purchase of Shares of comstook dated August 30, 2004 and issued to
The University of Texas M. D. Anderson Cancer Cer{iecorporated by reference to Exhibit 4.¢
the Registrant’s Annual Report on Form 10-KSB fiMdrch 20, 2006).

Schedule identifying material terms of Optionstfug Purchase of Shares of common stock in the
form filed as Exhibit 4.6 to this Report. (incorpted by reference to Exhibit 4.7 to the Registsant’
Annual Report on Form 10-KSB filed March 20, 2006).

Form of common stock Purchase Warrant issued @stiovs in connection with the Registrant’s
2006 private placement (incorporated by refereadexhibit 4.1 to the Registrant’s Current Report
of Form 8-K filed May 3, 2006).

Form of common stock Purchase Warrant issued t@eplant agents in connection with the
Registrant’s 2006 private placement (incorporatedeference to Exhibit 4.2 to the Registrant’s
Current Report of Form 8-K filed May 3, 2006).
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Form of Warrant to Purchase Common Stock issué@uvistors in connection with the Registrant’s
February 2007 private placement (incorporated sreace to Exhibit 4.1 to the Registrant’s
Current Report of Form 8-K filed February 26, 2007)

Form of Warrant to Purchase Common Stock issug@dbimement agents in connection with the
Registrant’s February 2007 private placement (ipomated by reference to Exhibit 4.2 to the
Registrant’s Current Report of Form 8-K filed Fedmu26, 2007).

Form of Warrant to Purchase Common Stock issué@uvistors in connection the Registrant’s
September 2009 private placement (incorporatect®rence to Exhibit 4.1 to the Registrant’s
Current Report of Form 8-K filed September 15, 2009

Form of Warrant to Purchase Common Stock issug@tbitement agents in connection with the
Registrant’s September 2009 private placement (parated by reference to Exhibit 4.2 to the
Registrant’s Current Report of Form 8-K filed Sepber 15, 2009).

Form of Warrant to Purchase Common Stock issué@uvistors in connection with the Registrant’s
December 2009 public offering (incorporated by refee to Exhibit 4.1 to the Registrant’s Current
Report of Form 8-K filed December 8, 2009).

Form of Warrant to Purchase Common Stock issuethderwriters in connection with the
Registrant’s December 2009 public offering (incaogted by reference to Exhibit 4.1 to the
Registrant’s Current Report of Form 8-K filed Dedmm8, 2009).

2003 Stock Incentive Plan (incorporated by refeeaiocExhibit 10.1 to the RegistrastRegistratiol
Statement on Form SB-2, SEC File No. 333-129028 fDctober 14, 2005).

Amendment No. 1 to 2003 Stock Incentive Plan of ZHARM Oncology, Inc. (incorporated by
reference to Exhibit 3.1 to the Registrant’s CuriReport on Form 8-K filed April 26, 2006).

Amendment No. 2 to 2003 Stock Incentive Plan of ZHARM Oncology, Inc. (incorporated by
reference to Exhibit 10.1 to the Registrant’s QerytReport on Form 10-QSB filed May 2, 2007).

Amendment No. 3 to 2003 Stock Incentive Plan of ZHARM Oncology, Inc. (incorporated by
reference to Exhibit 4.1 to the Registrant’s Regisin Statement on Form SB-2, SEC File No. 333-
160496, filed July 9, 2009).

Employment Agreement dated as of January 8, 20G$tybetween the Registrant and Dr. Jong
Lewis. (incorporated by reference to exhibit 1@ 6he Registrant’s Annual Report on Form 10-
KSB filed February 21, 2008).

Employment Agreement dated as of June 25, 2008dsetthe Registrant and Richard E. Bagley
(incorporated by reference to Exhibit 10.1 to tlegRtrant’s Quarterly Report on Form 10-Q filed
July 30, 2008).

Patent and Technology License Agreement dated A@fy2004, among ZIOPHARM, Inc.
(predecessor to the Registrant), the Board of Reg#rthe University of Texas System on behalf of
the University of Texas M.D. Anderson Cancer Ceatet the Texas A&M University System
(incorporated by reference to Exhibit 10.5 to thegRtrant’s Registration Statement on Form SB-2,
SEC File No. 333-129020, filed October 14, 2005).++

License Agreement dated October 15, 2004, betwd@RPHARM, Inc. (predecessor to the
Registrant) and DEKK-Tec, Inc. (incorporated byerefice to Exhibit 10.6 to the Registrant’s
Registration Statement on Form SB-2, SEC File N8-829020, filed October 14, 2005).++

Form of subscription agreement between the ZIOPHARWL and the investors in the Registrant’s
2005 private placement (incorporated by refereadexhibit 10.7 to the Registrant’s Registration
Statement on Form SB-2, SEC File No. 333-12902€] fDctober 14, 2005).
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Form of Incentive Stock Option Agreement grantedar2003 Stock Option Plan (incorporated by
reference to Exhibit 10.7 to the Registrant’s AririR@port on Form 10-KSB filed March 20, 2006).

Form of Employee Non-Qualified Stock Option Agreengranted under 2003 Stock Option Plan
(incorporated by reference to Exhibit 10.8 to tlegRtrant’s Annual Report on Form 10-KSB filed
March 20, 2006).

Form of Director Non-Qualified Stock Option Agreemhgranted under 2003 Stock Option Plan
(incorporated by reference to Exhibit 10.9 to tlegRtrant’s Annual Report on Form 10-KSB filed
March 20, 2006).

Form of Subscription Agreement by and between ZI@GRM Oncology, Inc. and investors in the
ZIOPHARM Oncology, Inc. 2006 private placement @rorated by reference to Exhibit 10.1 to
the Registrant’s Current Report of Form 8-K filecw3, 2006).

Asset Purchase Agreement dated November 3, 20@6dbamong Baxter Healthcare S.A., Baxter
International, Inc., Baxter Oncology GmbH and ZIOFM Oncology, Inc. (incorporated by
reference to Exhibit 10.1 to the Registrant’s QerdytReport on Form 10-QSB filed November 13,
2006).++

License Agreement dated November 3, 2006 by andvgrBaxter Healthcare S.A., Baxter
International, Inc. and ZIOPHARM Oncology, Inc.darporated by reference to Exhibit 10.1 to the
Registrant’s Quarterly Report on Form 10_QSB fiNml/ember 13, 2006).++

Amendment to License Agreement dated Septembex(®8 by and among Baxter Healthcare ¢
Baxter International, Inc. and ZIOPHARM Oncologye¢|

Form of Securities Purchase Agreement by and bet@&#@PHARM Oncology, Inc. and investors
in the ZIOPHARM Oncology, Inc. February 2007 prevglacement (incorporated by reference to
Exhibit 10.1 to the Registrant’s Current ReporFofm 8-K filed February 26, 2007).

Form of Registration Rights Agreement by and betw@®PHARM Oncology, Inc. and investors
in the ZIOPHARM Oncology, Inc. February 2007 prevglacement (incorporated by reference to
Exhibit 10.2 to the Registrant’s Current ReporEofm 8-K filed February 26, 2007).

Form of Restricted Stock Agreement (incorporateddfgrence to Exhibit 10.1 to the Registrant’s
Current Report of Form 8-K filed December 18, 2007)

Form of Securities Purchase Agreement dated Septe2009 by and between ZIOPHARM
Oncology, Inc. and investors in the ZIOPHARM Onaplpinc. September 2009 private placement
(incorporated by reference to Exhibit 10.1 to thegiRtrant’s Current Report of Form 8-K filed
September 15, 2009).

Form of Registration Rights Agreement dated Sep&rib2009 by and between ZIOPHARM
Oncology, Inc. and investors in the ZIOPHARM Ongpipinc. September 2009 private placement
(incorporated by reference to Exhibit 10.2 to thegiRtrant’s Current Report of Form 8-K filed
September 15, 2009).

Consent of Independent Registered Publaoéating Firm — Caturano and Company, P.C.

Certification of Chief Executive Officer pursuant$ecurities Exchange Act Rule 13a-15(e)/15d-15
(e) as adopted pursuant to Section 302 of the Basb@xley Act of 2002.

Certification of Chief Financial Officer pursuant $ecurities Exchange Act Rule 13a-15(e)/15d-15
(e) as adopted pursuant to Section 302 of the Basb@xley Act of 2002.

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.
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32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

++ Confidential treatment has been granted asrtaingportions of this exhibit pursuant to Rule 4fiéhe Securities Act of
1933, as amended, or Rule 24b-2 of the Securitieadhge Act of 1934, as amended.
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Exhibit 10.16

AMENDMENT TO
LICENSE AGREEMENT
BETWEEN
BAXTER
AND
ZIOPHARM ONCOLOGY, INC.

This Amendment, effective September 24, 2009 ismendment to the License Agreement dated Novemp20@5, as amended,
between Baxter Healthcare S.A. having an addrelderistrasse 2, Cl8304, Wallisellen Switzerland and Baxter Internadilp Inc. having a
address at One Baxter Parkway, Deerfield, IL 60@bHectively, “Baxter”) on the one hand and ZiopmaOncology, Inc. having an address
at 1 First Avenue, Parris Building # 34, CharlestpMA 02129 (hereinafter “Licensee”).

WHEREAS, Baxter and Licensee wish to amend theatiegrant of the License Agreement;

NOW, THEREFORE, in consideration of the mutual agnent hereinafter set forth, Baxter and Licenseellyeagree to amend the
License Agreement as follows:

Section 2.1 is changed to read as follows:
“2.1 Grant Subject to the conditions hereunder,

€)) Baxter hereby grants to Licensee a world-wide rigyla¢aring (pursuant to Article 3) exclusive rigimd license, with the
right to grant sublicenses, under Licensed Pateniise, market, sell, offer to sell, make, have enad import Licensed
Products in the Territory; ar

(b) Baxter hereby grants to Licensee a world-wide, ray@lty bearing exclusive right and license, whk tight to grant
sublicenses, under the Intangible Property Rightsse, market, sell, offer to sell, make, have naattkimport Licensed
Products in the Territor”

Article 4 is deleted in its entirety.

In all other respects, the License Agreement skatlin in full force and effect, unless further auhed by written agreement.




IN WITNESS WHEREOF, the parties hereto have dulgcerted this Amendment effective the day and yestr dibove-written.
ZIOPHARM ONCOLOGY, INC.

By: /s/ Richard Bagley

Name: Richard Bagley
Title: President, COO, CFO

BAXTER HEALTHCARE S.A.

By: /s/ John W. Cornell

Name: John W. Corne
Title: Assistant General Couns

BAXTER INTERNATIONAL INC.

By: /s/ John W. Corne
Name: John W. Corne
Title: Assistant General Couns




Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

As independent registered public accountants, weblyeconsent to the incorporation by referenceuwfreport dated March 17, 2010 relating
to the financial statements of ZIOPHARM Oncology;.las of December 31, 2009 and 2008, and for efitte years in the thregear perioc
ended December 31, 2009 and from September 9, @@®3 of inception) through December 31, 2009 Lidet! in or made part of this Form
10-K, into the Company's previously filed RegistatStatements on Forms S-8 (File Nos. 333-129883,134280, 333-142701 and 333-
160496) and Forms S-3 (File Nos. 333-129680, 33819, 333-141014, 333-161453, 333-162160 and 333118.

/sl Caturano and Company, P.C.
Caturano and Company, P.C.

Boston, Massachusetts
March 17, 2010




Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER

I, Jonathan Lewis, certify that:

1.

2.

| have reviewed this annual report on Forr-K of ZIOPHARM Oncology, Inc.

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitiie a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, nhgadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrans other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstend procedures (
defined in Exchange Act Rules 13a-15(e) and 15(k)) and internal control over financial repagtifas defined in Exchange Act R
13e15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedunmesaoesed such disclosure controls and procedurds tdesigned under ¢
supervision, to ensure that material informatidatneg to the registrant, including its consolidhtibsidiaries, is made known tc
by others within those entities, particularly dgrite period in which this report is being prepa

b) Designed such internal control over financial répgr, or caused such internal control over finahporting to be designed uni
our supervision, to provide reasonable assurangardiang the reliability of financial reporting antle preparation of financi
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the registimdisclosure controls and procedures and preséntais report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

d) Disclosed in this report any change in the regmtsainternal control over financial reporting thatcurred during the registrast’
most recent fiscal quarter (the registranfburth fiscal quarter in the case of an annupbmg that has materially affected, o
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrans other certifying officer(s) and | have disclosedsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing thevaden!
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b) Any fraud, whether or not material, that involvesmagement or other employees who have a significdatin the registrant’
internal control over financial reportin

Date: March 17, 2010

/s/ Jonathan Lewis

Jonathan Lewis, Chief Executive Offic
(Principal Executive Officer




Exhibit 31.Z

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER

I, Richard Bagley, certify that:

1.

2.

| have reviewed this annual report on Forr-K of ZIOPHARM Oncology, Inc.

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitiie a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, nhgadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrans other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstend procedures (
defined in Exchange Act Rules 13a-15(e) and 15(k)) and internal control over financial repagtifas defined in Exchange Act R
13e15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedunmesaoesed such disclosure controls and procedurds tdesigned under ¢
supervision, to ensure that material informatidatneg to the registrant, including its consolidhtibsidiaries, is made known tc
by others within those entities, particularly dgrite period in which this report is being prepa

b) Designed such internal control over financial répgr, or caused such internal control over finahporting to be designed uni
our supervision, to provide reasonable assurangardiang the reliability of financial reporting antle preparation of financi
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the registimdisclosure controls and procedures and preséntais report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

d) Disclosed in this report any change in the regmtsainternal control over financial reporting thatcurred during the registrast’
most recent fiscal quarter (the registranfburth fiscal quarter in the case of an annupbmg that has materially affected, o
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrans other certifying officer(s) and | have disclosedsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing thevaden!
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b) Any fraud, whether or not material, that involvesmagement or other employees who have a significdatin the registrant’
internal control over financial reportin

Date: March 17, 2010

/sl Richard E. Bagley

Richard E. Bagley, President and
Chief Financial Office!
(Principal Financial and Accounting Office




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of ZIOPHARM €fogy, Inc. (the “Company”) on Form 10-K for theay ended December 31, 2009,
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), |, JonathawisgPrincipal Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 2% adopted pursuant to Section 906 of the Sask@mnley Act of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report fairly mets, in all material respects, the financial ctodiand result of operations of

the Company

/s/ Jonathan Lewis

Jonathan Lewis, Chief Executive Offic
(Principal Executive Officer
March 17, 201(




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of ZIOPHARM €fogy, Inc. (the “Company”) on Form 10-K for theay ended December 31, 2009,
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, Richard BsgPrincipal Financial Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 2% adopted pursuant to Section 906 of the Sask@mnley Act of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report fairly mets, in all material respects, the financial ctodiand result of operations of

the Company

/sl Richard E. Bagley

Richard E. Bagley, President and

Chief Financial Office!

(Principal Financial and Accounting Office
March 17, 201(




