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PART |

Item 1. Busines:
General

ZIOPHARM Oncology, Inc. is a biopharmaceutical canp that seeks to develop and commercialize a skvgortfolio of cancer drugs that
can address unmet medical needs through the liggasid development of proprietary small moleculeggdrandidates and a synthetic biology
platform. Our small molecule drug candidates al&eéd to cancer therapeutics already on the markiet development and that can be
administered by intravenous, or IV, and/or oralidgsOur small molecule clinical programs includgifpsfamide (Z10-201), indibulin (ZIO-
301) and darinaparsin (Z10-101). We are also puastlie development of our synthetic biology platian the field of cancer pursuant to a
partnering arrangement with Intrexon Corporatiaringrexon. Under the arrangement, we obtainedsiti Intrexons effector platform for us

in the field of oncology, which includes two exigliclinical stage product candidates, ZIN-CTI-00AHC-RTS-IL-12 + AL) and ZIN-ATI-

001 (or Ad-RTS-IL-12 + AL). We plan to leveragerkton’s synthetic biology platform to develop protiuto stimulate key pathways used by
the body’s immune system to inhibit the growth ametastasis of cancers, adding significantly tossoall molecule drug development
portfolio and utilizing our capabilities to trantascience to the patient setting.

We believe that our strategy will result in expeditdrug development programs for product candidagsvould include a cost of developrr
and manufacturing that, upon successful commezeitidin, would address changing worldwide produichbeirsement requirements. We are
currently in Phase 1, 2, and/or Phase 3 studiesuioproduct candidates. Our lead palifosfamidgymm, PICASSO 3, a global pivotal Phas
trial to support registration in combination witbxarubicin in the first-line setting of metastasioft tissue sarcoma, or STS completed
enrollment in June 2012. The results of our PICASStvotal trial in first-line STS are expectedtire last week of March 2013. Enroliment is
ongoing in a global pivotal Phase 3 trial to suppegistration in combination with platinum and mside in the treatment of metastatic small
cell lung cancer (SCLC).

More detailed descriptions of palifosfamide, dapaesin, indibulin, ZIN-CTI-001 and ZIN-ATI-001, aralr clinical development plans for
each, are set forth in this report under the cagttusiness—Product Candidates.”

Cancer Overview

Cancer is a group of diseases characterized bgratie runaway growth of cells or the failure oi<# die normally. Often, cancer cells spr
to distant parts of the body, where they can foew tumors. Cancer can arise in any organ of thg laod, according to the American Cancer
Society, strikes slightly less than one of everg fwnerican men and a little more than one of evlerge American women at some point in
their lives.

It is reported that there are more than 100 diffevarieties of cancer. Carcinomas, the most comiyie of cancer, originate in tissues that
cover a surface or line a cavity of the body. Lympias are cancers of the lymph system, which iscaleitory system that bathes and cleanse
the body’s cells. Leukemias involve blood-formimgsties and blood cells. As their name indicatesiniumors are cancers that begin in the
brain, skin cancers, including melanomas, origimathe skin, while STS arises in soft tissue. @aa@re considered metastatic if they spread
through the blood or lymphatic system to otherspaftthe body to form secondary tumors.

Cancer is caused by a series of mutations (albesitin genes that control cellbility to grow and divide. Some mutations are iitied; other
arise from environmental factors such as smokingxposure to chemicals, radiation, or viruses daatage cells’ DNA. The mutations cause
cells to divide relentlessly or lose their normiility to die.

According to the American Cancer Society, it wainested that about 1,660,290 new cases of caneexgrected to be diagnosed in 2013 anc
about 580,350 Americans are expected to die framerain 2013—more
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than 1,600 each day. The cost of treating cancggisficant. The National Institute of Health esétes that the overall costs of cancer in 200¢€
were $201.5 billion. These costs included an es8m&$77.4 billion in direct medical costs and $IPbillion in indirect mortality costs.

Cancer Treatments

Major treatments for cancer include surgery, rddicapy, and chemotherapy; the latter including meperoaches such as anti-angiogenic,
vascular disruption and targeted therapies. Alsocated with the treatment of cancer is suppodare; and recently, immunological-based
approaches have shown to be of benefit either aloimecombination. While there are also hundrefdsxperimental treatments under
investigation, including DNA and other immunolodibased therapies, we believe cancer treatmentevilhin a significant unmet medical
need for the foreseeable future.

Radiotherapy: Also called radiation therapy, radiotherapy is tteatment of cancer and other diseases withirapiadiation. lonizing
radiation deposits energy that injures or destos}ls in the area being treated (the target tissyejamaging their genetic material, making it
impossible for these cells to continue growinghaligh radiation damages both cancer cells and naeiis, the latter are able to repair and
regain proper function. Radiotherapy may be usedrkat localized solid tumors such as cancersegkin, tongue, larynx, brain, breast, or
uterine cervix. It can also be used to treat letuikeand lymphoma.

Scientists are also looking for ways to increasedtfiectiveness of radiation therapy. Two typemwoéstigational drugs are being studied for
their effect on cells exposed to radiation. Radigg&ers increase the damage done to tumor celtadiation; radioprotectors protect normal
tissues from the effects of radiation.

Chemotherapy Chemotherapy is the treatment of cancer withtoxios, which are anttancer drugs that destroy cancer cells by stoptiein
from multiplying. Healthy cells, especially thoset divide quickly, can also be harmed with the afseytotoxics. Harm to healthy cells is w
causes side effects. These cells usually repaingblves after chemotherapy and in many cases, rayeets may offer a greater therapeutic
window—the difference between a dose that is hékofid one that is toxic, often referred to as tedéherapies.

Cytotoxic agents act primarily by disrupting cedlupathways involved in maintaining cellular intégmcluding blood supply, repair, or
activity that affects the production or function@RNA, RNA, or protein. Although there are many dgtac agents, there is a considerable
overlap in their mechanisms of action. As suchctigice of a particular agent or group of agentgeiserally not a consequence of a prior
prediction of anti-tumor activity by the drug, bostead the result of empirical clinical trials.

Immunological and DN-based approache§:he approval of Bristol-Meyers Squibb’s YERVOY ™i{imumab) for melanoma validated an
immune-based approach and has opened the fullratiolo of harnessing the immune system to treaterarstrategies that are synthetic
biology or otherwise DNA-based, including the agmto used by Intrexon, are in clinical developmpriyiding a further promising new
avenue to treat cancer.

Supportive Care Cancer treatments are directed at killing or iatthg the cancer that exists in a patient’s badlyfortunately, the delivery of
many cancer therapies adversely affects the baayisial organs. The undesired consequence of harammggan not involved with cancer is
referred to as a complication of treatment or & siffiect.

In addition to anemia, fatigue, hair-loss, reduttio blood platelets and white and red blood celtg] bone pain, two of the most common side
effects of chemotherapy are nausea and vomitingeraedrugs have been developed to help preventamiol chemotherapy-induced nausea
and vomiting, including 5HT3 receptor antagonistshsas ondansetron, which is a selective blockgenaof the hormone serotonin.
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Product Candidate:
Palifosfamide, ZI¢-201

General. Palifosfamide, or isophosphoramide mustard, refeto as IPM, is a proprietary active metabolitéhe pro-drug ifosfamide.
Ifosfamide, like the related drugs cyclophosphanaidd bendamustine, is a DNA alkylating agent, widcha form of cancer therapy to treat a
wide range of solid tumors and hematological maigres. Ifosfamide has been shown to be effeatithe treatment of sarcoma and
lymphoma, either by itself or in combination witther anticancer agents. Ifosfamide is approved by the WoSdand Drug Administration,
FDA, as a treatment for testicular cancer and afiead in combination to treat sarcoma, althouggribt approved for this indication by the
FDA.

Our preclinical studies have shown that, in aniaral laboratory models, palifosfamide evidencewiggthgainst leukemia and solid tumors.
These studies also indicate that palifosfamide haase a better safety profile than ifosfamide or@glosphamide, in part because it does not
appear to produce known toxic metabolites of ifostke, such as acrolein and chloroacetaldehyde.lédicravhich is toxic to the kidneys and
bladder, can mandate the administration of a ptiefeagent called mesna, which is inconvenientexuknsive. Chloroacetaldehyde is toxic tc
the central nervous system, causing “fuzzy braymitdsome for which there is currently no protectmeasure. Similar toxicity concerns pertain
to high-dose cyclophosphamide, which is widely useldone marrow and blood cell transplantation. &ese palifosfamide is the stabilized
active metabolite of ifosfamide and a distinct phaceutical composition without the acrolein or cowetaldehyde metabolites we believe
the administration of palifosfamide may be a mdfective and well tolerated agent to treat cancer.

In addition to anticipated lower toxicity, palif@shide may have other advantages over ifosfamidewyridphosphamide. Palifosfamide cross-
links DNA differently than the active metabolite @fclophosphamide, resulting in a different acyiyitofile. Moreover, in some preclinical
studies, palifosfamide has been shown to bypasstanse mediated by aldehyde dehydrogenase, or Alablnzyme thought to confer
resistance to alkylators like ifosfamide and cyblogphamide. Also in preclinical cancer models,fpsiamide was shown to be orally active
and encouraging results have been obtained witfoptimide in combination with doxorubicin, an agapproved to treat sarcoma.

Lead Indications for palifosfamide: Soft Tissuec®ana. Sarcomas are cancers of the bone, cartilagentescle, blood vessels, or other
connective or supportive tissue. There are mone Hshistological or tissue types of STS but witihsiderable homogeneity when the disease
is metastatic. The prognosis for patients with isfilue sarcoma depends on several factors, imgute patient’'s age, size of the primary
tumor, histological grade, and stage of the turRactors associated with a poorer prognosis indbadieg older than 60 years of age, having
tumors larger than five centimeters, and havingasnof high-grade histology. While small, low-gradenors are usually curable by surgery
alone, the higher-grade or larger sarcomas areiassd with higher local treatment failure rated &rcreased metastatic potential.

Intravenous palifosfamide may be a useful agerif #iter alone or in combination with other ageartd doxorubicin in particular, may deliv
enhanced therapeutic activity with fewer side affex the type that have been associated withdfogfe. In the United States, ifosfamide is
often included in combination regimens for the tmeant of sarcomas, testicular cancers, head arldaaser, certain types of non-Hodgkin’s
lymphomas, and other solid tumors including smalldting cancer, or SCLC. Doxorubicin, approvedatkss ago, is the only FDA-approved
treatment for first-line metastatic sarcoma withtémt® now approved for second-line. We believd tfaifosfamide in combination with
doxorubicin may be more effective than doxorubaione and with a far improved safety profile angiétt on Quality of Life, or QoL, over
the combination of ifosfamide use with doxorubicin.

Small-Cell Lung CanceSCLC is almost exclusively associated with smokBigilar to sarcoma, standard of care for SCLC civlis
etoposide and platinum therapy, has changedilittiecades. Published studies of ifosfamide in doatton with standard of care have
evidenced enhanced efficacy but also with enhasitkdeffects, providing for an unfavorable bengfitisk association. We believe that
combining palifosfamide with standard of care confiiér a separation of enhanced efficacy from iaseal toxicity.
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Other Indications Palifosfamide may be useful to treat many otleéidgumors, including pediatric cancer, and heroafizal malignancies.
Oral palifosfamide could also offer not only a sfggant advancement to current therapies but aisatgr patient access and convenience.

STS and SCLC, Significant Unmet Medical N&adh first-line metastatic STS and metastatic SCe@resent significant unmet medical need:
with standard of care considerably dated. We belagyproximately 100,000 patients worldwide areatijt diagnosed with STS every year. |
patients diagnosed with STS, initial care is ususilirgery, sometimes with radiation therapy. Maagignts enter a period of remission that is
unpredictable and can even represent a “cure.” $tiia STS arises when the disease is eitherdiimginosed in the advanced setting or has re
occurred and surgery is no longer an option. Chharapy is the standard of care for first-line migtias STS and doxorubicin is the only first-
line therapy approved in the United States fotrgatment. We believe the annual projection inUhéed States for first-line metastatic STS
treatment is approximately 9,000 patients. Whiledaurces for Europe are limited, we estimategdas epidemiology, an annual projection
in Europe for first-line metastatic STS treatmefdpproximately 14,000 patients, for a combined.@u8l European estimate of 23,000
patients annually. For SCLC, the estimated U.Suahimcidence is 30,000 — 35,000 patients and ZE0p@tients worldwide. Approximately
70% of patients have metastatic disease. Platimdretoposide are standard of care in the firstditting. A formal retrospective mortality
study also suggests that the SCLC population im&ls substantial and projected from the studyetgfeater than 150,000 patients and
growing.

Clinical Development Plan for Palifosfamidén both Phase 1 and Phase 2 testing, palifosfahmg been administered without the
“uroprotectant” mesna, as is required with ifosfdejiand the toxicities associated with other ifostee metabolites, acrolein and
chloroacetaldehyde, have not been observed. Weteebdinical activity of palifosfamide when useldrze in the Phase 2 study addressing
advanced sarcoma. Following review of precliniecahbination studies, we initiated a Phase 1 dosal@#un study of palifosfamide in
combination with doxorubicin, primarily in patientsth STS. We reported favorable results and sgetjile from this study at the 2009
annual meeting of the American Society of Clinidacology, or ASCO. In light of reported favorableaBe 2 single agent clinical activity d
and with the combination being well tolerated ia fhase 1 trial, we initiated a Phase 2 randonuaattolled trial in the second half of 2008,
which we refer to as PICASSO, to compare doxoraltiis palifosfamide to doxorubicin alone in patsewith first- and second-line
metastatic or unresectable STS. The study genepatgtive top-line interim data in 2009. Upon swussfally reaching a pre-specified efficacy
milestone and following safety and efficacy datd@ee by the Data Committee, sarcoma experts, and/adical Advisory Board, we elected
to suspend enrollment in the trial in October 200@. subsequently presented further positive intelata from the trial at the 15th Annual
Connective Tissue Oncology Society meeting heldmember 2009 and again at the 2010 ASCO annudimgea June 2010, where the
presentation was selected for “Best of ASCO.” Asspnted at ASCO, the Phase 2 PICASSO trial randmh@izotal of 67 patients with 66
treated and 62 eligible for evaluation. The studgwowered to show a difference in progressiondteeival, or PFS, between doxorubicin in
combination with palifosfamide versus doxorubiciore. An analysis of the evaluable data reportedzard ratio of 0.43 (p=0.019). Safety
data were similar between the arms of the studg.mbst common grade 3-4 events were neutropenialaadted creatinine; both observed
with similar frequency between treatment groupsluly 2010, we announced the initiation of a woittiwregistration trial on a protocol des
developed through an FDA End-of-Phase 2 meetingta&pecial Protocol Assessment, or SPA, proédgsugh we did engage in the SPA
process, we, with guidance from the FDA, electeiittate the trial without having obtained SPA egment from the FDA. The Phase 3 tri¢
in first-line metastatic STS entitled PICASSO 3d & an international, randomized, double-blindedcebo-controlled trial that enrolled 447
patients. The study completed enrollment in Jurle220

The study is designed to evaluate the safety diwhey of palifosfamide administered with doxorubicompared with doxorubicin
administered with placebo, with no cross-over betwihe arms. The trial was initially designed WitRS as the primary endpoint for
accelerated approval, and overall survival, or &3he primary endpoint for full approval. In Ma2®13, we amended the protocol to
designate PFS as the primary endpoint for full apprand OS as a secondary endpoint. The triadvgeped for both PFS and OS, with PFS
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determined by independent, blinded radiologic neviehe Company expects to announce results frosittiail, including topline PFS data and
an interim OS futility analysis, during the lasteleof March 2013. The trial is expected to remdinded for OS. The study is also being
submitted as a late-breaking abstract for the drmaating of the American Society of Clinical Onogy (ASCO). PICASSO 3 has no interim
efficacy analysis, while the trial is monitored &y Independent Data Monitoring Committee, or IDMEgutside, independent experts for
safety and futility. The IDMC has met on multiplecasions to review all available study data anallimstances has recommended trial
continuation. We have obtained Orphan Drug Designdobr palifosfamide in both the United States amel European Union for the treatment
of STS.

In February 2012, we announced positive prelimir@8/data from our randomized, controlled PhaseCABKO trial. An analysis of the OS
data, conducted according to the statistical amaplan and with greater than 70% of events ocogrrilemonstrated a positive Intent to Treat,
or ITT, hazard ratio of 0.79 and a modified Intenfreat, or mITT, hazard ratio of 0.78. At 2-yeafter starting treatment, approximately 40%
of subjects treated with palifosfamide are alivd 88% in the control arm treated with doxorubidircluding those who crossed-over and
received subsequent palifosfamide) are alive, coethtn an expected 25% based on historical daeO% analysis and the earlier PFS
reported results show correlation between the titlo thie results fully confirming the modeling andweering of the ongoing Phase 3 trial
(PICASSO 3).

A Phase 1 trial has been completed with palifosfienim combination with etoposide and carboplatiataDinformed appropriate dosing for
initiating a potentially pivotal, adaptive Phas#ial in first-line, metastatic SCLC. In June 20112 Company initiated an international, multi-
center, open-label, adaptive, randomized studyatifgsfamide in combination with carboplatin andmtside, or PaCE, chemotherapy versus
carboplatin and etoposide, or CE, alone in chermafhyenaive patients with metastatic small cell laagcer, which we refer to as MATISSE.
The MATISSE study is designed to enroll up to 548ents. The trial’s primary endpoint is overalhdual. Secondary endpoints include
progression-free survival, objective response aiatkquality of life. MATISSE is being conductedcanters in North America, Europe,
Australia, Africa and Asia. In the first quarter2313, the IDMC for the MATISSE study conductedeanly analysis of safety data after 20
patients had received at least two chemotherapg£ynd recommended the study proceed as planned.

The study’s adaptive design includes a prospegtipnned opportunity for modification of the stugiptocol by adjusting one or more
specified components of the design in order to taairadequate power. Evaluation of the study’s powewill be conducted by an IDMC at a
single, pre-planned interim analysis, scheduleatctrur following 125 events. At the interim analysie IDMC will review all efficacy and
safety data and decide whether to: 1) halt theystoidefficacy or futility, 2) continue the studg its planned enroliment of 548 patients, 3)
decrease sample size, or 4) increase event size.

Additionally, an oral form of palifosfamide has active Investigational New Drug, or IND, applicatito support commencing Phase 1 study.

Synthetic Biology ZIN-CTI-001 (or DC-RTS-IL-12 +)Adnd ZIN-ATI-001( or Ad-RTS-IL-12 + AL)

General.On January 6, 2011, we entered into an Exclusiven@él Partner Agreement with Intrexon pursuantheaivwe plan to supplement
our small molecule drug development efforts by purg the development and commercialization of n@dA-based therapeutics in the field
of cancer treatment using Intrexon’s Rheoswitchrapeutic Systeri , or RTS , and UltraVector synihieitblogy technologies. The
channel partnering arrangement contemplates ong ustrexon’s technology directed towaiids/ivo expression of effectors in connection v
the development of ZIN-CTI-001 and ZIN-ATI-001 agenerally to research, develop and commercialiadypts, in each case in which DNA
is administered to humans for expression of amieaeffectors for the purpose of treatment or pytaxis of cancer. See—License
Agreements, Intellectual Property and Other Agresis—EXxclusive Channel Partner Agreement with Intre€onporation” below. ZIN-CTI-
001 (or DC-RTS-IL-12) and ZIN-ATI-001 (or Ad-RTS-L2) are the two existing clinical-stage produaterently in development under this
channel partnering arrangement. Under the arrangemmérexon assigned to us all regulatory filiregsd approvals relating to the two product
candidates and we assumed sponsorship of the apglaincal trials of ZIN-CTI-001.
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Clinical Development Plan for DNA-based therapesitihe Company completed enroliment in a Phase 1b exssdation study of ZIN-CTI-
001 in the second quarter of 2012 in the UnitedeSt&ZIN-CTI1001 employs intratumoral injection of modified detid cells from each patie
and oral dosing of an activator ligand to turnimrivo expression of interleukin-12, or IL-12. ZIN-CTI-00through the RTS , controls the
timing and level of transgene expression. The RTEghriology functions as a “gene switch” for the tatpd expression of human IL-12 in the
patients’ dendritic cells which are transduced witleplication deficient adenoviral vector carrythg IL-12 gene under the control of the RTS
®, and in Phase 1 study, injected intratumorallytii@r treatment of patients with stage Il or IV am@ma. The binding of the small molecule
activator to the fusion proteins of RTS is intendedegulate the timing and level of IL-12 expressiln the absence of the activator ligand, th
level of IL-12 is below detectable levels.

The activator ligand has been the subject of a murabpreclinical, safety and pharmacology studieder FDA and International Conference
on Harmonisation of Technical Requirements for Reegfion of Pharmaceuticals for Human Use guidslifeeclinical studies in the B16
mouse melanoma model consistently induced regmessiestablished melanoma lesions, both in thosetly injected and those elsewhere in
the animal. Preclinical studies have shown DC-RI-83, in combination with an activator ligand, tave strong activity against a broad array
of cancers, including brain, colon, renal and peatic cancers and melanoma.

A Phase la clinical study of the activator ligaraksweonducted in 65 healthy volunteers, with the nvast common side effects being dysge
(impairment of taste) and throat irritation. A seeent Phase 1b trial, which is ongoing in patitls advanced melanoma, has been ame
to study efficacy and immunological and biologie#fects in addition to safety with cohort-basededescalation of the activator ligand during
repeated treatment cycles. Initial positive clihiesults from the Phase 1b trial were presentédeafune 2011 ASCO annual meeting. The
enrolled ten patients (median age 61) with unresdetStage 11l or IV melanoma. Among eight evalegitients, partial or complete
regression of injected and some uninjected lesiasobserved by computed axial tomography, or €ansin three patients, with one patient
having a RECIST PR of >11 months and three pati@tsonstrating stable disease by RECIST, for anathiisease control rate of 50%.
Treatment was generally well-tolerated, adverseeswyere mild to moderate, with one to two patie@sh experiencing nausea, vomiting,
anorexia, arthralgia, fever or chills. One sevatecase event was reported 18 hours after treatoresgt with 60 mg AL + ZIN-CTI-001, and
included diarrhea, followed by hypotension and reixde acute renal failure, which completely resalv

Clinical study of ZIN-ATI-001, essentially ZIN-CT001 without dendritic cells, is in an ongoing Phakestudy for metastatic melanoma. The
Phase 1b study is evaluating safety in additiamtounological and biological effects and efficadythe therapeutic candidate in patients with
melanoma. Enrollment in the Phase 1 portion ofthdy is complete and we expect the clinical partbthe study to be complete in the first
quarter of 2013.

In the Phase 1 portion of the study, clinical a@ttiwas observed in five of seven (71%) patientsadbat the two highest dose levels. The data
also showed a correlation between T-cell immunpaeses and clinical outcome, with no dose-limitiogjcities reported. A total of 13
patients were enrolled in the Phase 1 study, amd teated with a range of doses of an orally adstgred activator ligand. Three serious
adverse events (SAE) were reported: two relateddmpy (pyrexia and cytopenia), and one unrel@edp vein thrombosis). Unrelated to the
study therapy, one patient death was reportedabadterial sepsis and progression of disease.yeceto submit full results of the study for
presentation at a major medical meeting.

We recently announced that dosing of the firstguatoccurred in a Phase 2 study of ZIN-ATI-001s & multi-center, single-arm, open-label
expansion study that will enroll up to 15 patientth unresectable Stage Il or IV melanoma andhfeirtevaluate the safety and efficacy of
intratumoral injections of ZIN-ATI-001 in combinati with an oral activator ligand. Data from thiadsyt are expected in the second half of
2013.

Additionally, we plan to initiate a Phase 2 tridlZdN-ATI-001 and palifosfamide for breast cancette second quarter of 2013. It will be a
randomized, open-label trial of ZIN-ATI-001 monothghy or in combination with palifosfamide in patig with recurrent or metastatic breast
cancer and accessible lesions that will enrollaup& patients.
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Furthermore, we are evaluating other potential lprieal candidates and continuing discovery eff@aitsed at identifying other potential
product candidates under our Channel Agreementiwitbxon.

Indibulin, ZIC-301

General.Indibulin is a novel, orally available small moléatsweight inhibitor of tubulin polymerization thate acquired from Baxter
Healthcare in 2006, and is the subject of numepatisnts worldwide, including those in the Unitedt&s, the European Union and Japan. The
microtubule component, tubulin, is one of the meedl-established drug targets in cancer. Microtubuléitdrs interfere with the dynamics
tubulin polymerization, resulting in inhibition chromosome segregation during mitosis and consdéguehibition of cell division. A number
of marketed IV anti-cancer drugs target tubulirghsas the taxane family members, paclitaxel (T&jptocetaxel (Taxotere ), the Vinca
alkaloid family members, vincristine and vinorekjrand new classes of tubulin inhibitors including epothilones. This broad class of agent:
is typically the mainstay of therapy in a wide edyiof indications. In spite of their effectivengdge use of these drugs is associated with
significant toxicities, notably peripheral neuraicity.

Preclinical studies with indibulin demonstrate gfigant and broad antitumor activity, including ity against taxaneefractory cell lines. Th
cytotoxic activity of indibulin was demonstratedsaveral rodent and human tumor cell lines derfueah prostate, brain, breast, pancreas,
lung, ovary, and cervical tumor tissues and in md@mor and human tumor xenograft models. In &iditindibulin was effective against
multidrug resistant tumor cell lines (breast, luagd leukemia) botin vitro andin vivo. Indibulin is potentially safer than other tubulin
inhibitors as no neurotoxicity has been observatiexipeutic doses in rodents and in the Phasal4. tindibulin has also demonstrated syn:
with approved anti-cancer agents in preclinicafligs. The availability of an oral formulation withe expected convenience of once daily
dosing we believe is a significant commercial ojyaity.

Indibulin has a different pharmacological profiterh other tubulin inhibitors currently on the matrks it binds to a unique site on tubulin and
is active in multi-drug-resistant (MDR-1, MRP-1)daraxane-resistant tumors. Indibulin binding caugestabilization of microtubulas vitro ,
an effect similar to that of the vinca alkaloid fignor colchicine, but opposite to that of paclitdvand related drugs and different from the
epothilones.

Testing of indibulin fotin vitro growth inhibitory activity against a panel of humeamd rodent tumor-derived cell lines revealed thatdrug
candidate is active in a broad spectrum of cefldiderived from different orgaris. vivo, indibulin is active in a number of xenograft and
rodent tumor models. Its unique pharmacodynamipgntes demonstrated in preclinical studies, a$ agehn excellent safety profile observed
to date in ongoing Phase 1 studies, warrant fughialuation in the clinic.

Clinical Development Plan for IndibulifiRhase 1 study as a single agent in patients withresd solid tumors has been completed. We have
reported clinical activity at well-tolerated dosesing a continuous dosing scheme without the dewedmt of clinically relevant peripheral
neuropathy. Following encouraging preclinical résobtained with indibulin in combination with othghemotherapies, two Phase 1
combination studies were initiated with Tarcé¥a Xetbda™ , respectively. The favorable activity aadety profile of oral indibulin with
oral Xeloda™ was reported at ASCO’s annual meetingay 2009. In all studies, a maximum tolerateded@s MTD, has not been
established. Preclinical work with our consultastablished a dosing schedule to enhance activhilewnanaging toxicity and that regimen,
five days on drug and nine days off, is now in Rhhstudy in late stage metastatic breast cantdéight of the difficulty in establishing an
MTD and the need to administer many capsules sktieres a day, we have recently modified the dosaga to administer once a day dosing
in the Phase 1 trial with the five days on and miags off schedule.

Darinaparsin , ZIC-101

General. Darinaparsin is an anti-mitochondrial (organisemic) compound covered by issued patents and mgpditent applications in the
United States and in foreign countries. A form afrenercially available
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inorganic arsenic (arsenic trioxide [Triserfox ]AdrO) has been approved in the United States, thegean Union and Japan for the
treatment of acute promyelocytic leukemia, a preeasus condition. In the United States, ATO istoe ¢compendia listing for the therapy of
multiple myeloma, and has been studied for thartreat of various other cancers. Nevertheless, A&©leen shown to be toxic to the heart,
liver, and brain, which limits its use as an amtircer agent. ATO carries a “black box” warningdtactrocardiogram abnormalities since
arsenic trioxide has been shown to cause QT intpreédongation and complete atrioventricular blo€Kl prolongation can lead tat@ersade de
pointes-type ventricular arrhythmia, which can be fatabrganic arsenic has also been shown to causeraafrite skin and lung in humans.
The toxicity of arsenic is generally correlatedttoaccumulation in organs and tissues. Our priedirand clinical studies to date have
demonstrated that darinaparsin is considerablytteds than ATO, particularly with regard to cardixicity.

In vitro testing of darinaparsin using the National Cannstitute’s human cancer cell panel demonstratadigcagainst a series of tumor cell
lines including lung, colon, brain, melanoma, oaariand kidney cancer. Moderate activity was shagainst breast and prostate cancer tumc
cell lines. In addition to solid tumori, vitro testing in both the National Cancer Institute’saarcell panel anih vivotesting in a leukemia
animal model demonstrated substantial activity regjdiematological cancers (cancers of the bloodbéoati forming tissues) such as leuken
lymphoma, myelodysplastic syndromes, and multipjeloma. Results indicate significant activity agaithe HuT 78 cutaneous T-cell
lymphoma, the NK-G2MI natural killer-cell NHL, KARFS-299 T-cell NHL, SU-DHL-8 B-cell NHL, SU-DHL-10 #ell NHL and SU-DHL-

16 B-cell NHL cell lines. Preclinical studies haalso established anti-angiogenic properties ofndarsin, providing support for the
development of an oral form of the drug, and esghbl synergy of darinaparsin in combination witheo approved anti-cancer agents.

Potential Lead Indication: Lymphon. Three Phase 2 IV studies of darinaparsin evalgdtematological malignancies, myeloma and liver
cancer, have been completed and data from thede hias been reported, the most promising beihgriphomas and particularly in peripheral
T-cell lymphoma.

Clinical Development Plan for darinaparsiPhase 1 testing of the IV form of darinaparsisatid tumors and hematological cancers was
completed and we reported clinical activity and,veéeve importantly, a safety profile from thesedses as predicted by preclinical results.
We subsequently completed Phase 2 studies in aggdangeloma, primary liver cancer and in certaireotiematological cancers. At the May
2009 annual meeting of ASCO, we reported favoradselts from the 1V trial in lymphoma, particulagperipheral T-cell lymphoma, or PTCL.
With a subsequent focus on the relapsed settiRy @i, a Phase 1 study of darinaparsin in combinatith the treatment regimen called
“CHOP” in the first-line setting of PTCL was endé&dPhase 1 trial in solid tumors with an oral foofrdarinaparsin has completed enroliment
Data from the Phase 1 oral study will guide furtsteidy. We have obtained Orphan Drug Designationdsinaparsin in the United States and
Europe for the treatment of PTCL and have enterexia licensing agreement with Solasia for the Asaific territory with a focus on V-
administered darinaparsin in PTCL. Further, clihgtadies are currently ongoing with Solasia.

Competition

The development and commercialization for new petslto treat cancer, including for both the tardeielications of STS and SCLC for
palifosfamide, is highly competitive, and considgeacompetition exists from major pharmaceuticatéchnology, and specialty cancer
companies. Several of our competitors have acoessistantially greater financial and technicabueses than we do and, even if we are able
to successfully develop and commercialize palifioéfee, these competitors have or can market prodbatsould adversely impact the
potential commercial success of this product caatdidn addition, many of these companies have mxperience in preclinical and clinical
development, manufacturing, regulatory, and gl@oahmercialization. We are also competing with aos@idenstitutions, governmental
agencies, and private organizations that are cdimduesearch in the field of cancer. Competitiontiighly qualified employees and their
retention is intense, particularly as companiesstdp the current economic environment.
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Other treatments for cancer that may compete wittpooduct candidates are summarized under théoodpt— Cancer Treatments” above.

License Agreements, Intellectual Property and Othsgreements

Our goal is to obtain, maintain, and enforce papeatection for our products, formulations, proesssnethods, and other proprietary
technologies in order to preserve our trade searatdo operate without infringing upon the profaig rights of other parties. Our policy is to
actively seek the broadest possible intellectuaperty protection for our product candidates thfoagombination of contractual arrangeme
and patents, both in the United States and abroad.

Patent and Technology License Agreer—The University of Texas M. D. Anderson Cancer &anrtd the Texas A&M University System.

On August 24, 2004, we entered into a patent actthtdogy license agreement with The Board of Regehthe University of Texas System,
acting on behalf of The University of Texas M. Dhderson Cancer Center and the Texas A&M UniveSjtstem, (collectively the
“Licensors”). Under this agreement, we were gramtee@xclusive, worldwide license to rights (inchuglirights to U.S. and foreign patent and
patent applications and related improvements aoavkmow) for the manufacture and commercializatibtwm classes of organic arsenicals
(water- and lipid-based) for human and animal Tibe. class of water-based organic arsenicals inslddeinaparsin.

As partial consideration for the license rightsadiéd, we made an upfront payment in 2004 of $haEdand and granted the Licensors
250,487 shares of our common stock. In additionisseed options to purchase an additional 50,2aestoutside our 2003 Stock Option Plar
for $0.002 per share following the successful catiph of certain clinical milestones, which vesteith respect to 12,555 shares upon the
filing of an Investigation New Drug application, IND, for darinaparsin in 2005 and vested with exgfio another 25,111 shares upon the
completion of dosing of the last patient for botiaBe 1 clinical trials in 2007. We recorded $12futand of stock-based compensation
expense related to the vesting in 2007. The remgib2,556 shares will vest upon enroliment of the patient in a multéenter pivotal clinic:
trial i.e. a human clinical trial intended to prdegithe substantial evidence of efficacy necessasypport the filing of an approvable New Drug
Application, or NDA. In addition, the Licensors amstitled to receive certain milestone paymeniduiing $100 thousand that was paid in
2005 upon the commencement of Phase 1 clinicélamid $250 thousand that was paid in 2006 upomldiseng of the first patient in our Phase
2 clinical trial for darinaparsin. We may be reguirto make additional payments upon achievemecershin other milestones in varying
amounts which on a cumulative basis could totaloupn additional $4.5 million. In addition, the kitsors are entitled to receive single digit
percentage royalty payments on sales from a lickpseduct and will also be entitled to receive dipa of any fees that we may receive from
a possible sublicense under certain circumstances.

The license agreement also contains other provdsiastomary and common in similar agreements witigrindustry, such as the right to
sublicense our rights under the agreement. How&wee sublicense our rights prior to the commeneetof a pivotal study i.e. a human
clinical trial intended to provide the substanggidence of efficacy necessary to support thedithan approvable NDA, the Licensors will be
entitled to receive a share of the payments reddiyeus in exchange for the sublicense (subjecettain exceptions). The term of the license
agreement extends until the expiration of all ceimder patents and patent applications associatiedhe licensed technology, subject to
earlier termination in the event of defaults byoushe Licensors under the license agreement,voe ibecome bankrupt or insolvent. No
milestones under the license agreement were reashegensed during the years ended December 20, 2011 or 2012.
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License Agreement with DEITec, Inc.

On October 15, 2004, we entered into a licenseeageat with DEKK-Tec, Inc., pursuant to which we aigranted an exclusive, worldwide
license for palifosfamide. As part of the signirfdicense agreement with DEKK-Tec, we expensedmoat $50 thousand payment to
DEKK-Tec in 2004.

In consideration for the license rights, DEKK-Tecntitled to receive payments upon achieving tenlestones in varying amounts which
on a cumulative basis may total $4.0 million. Of Hggregate milestone payments, most will be @blditagainst future royalty payments as
referenced. We expensed a $100 thousand milestymeemt upon achieving Phase 2 milestones duringegaeended December 31, 2006. Or
March 16, 2010, we expensed a $100 thousand milegtayment upon receiving a United States Patemaiifosfamide. In October 2010, we
expensed a $300 thousand milestone payment updevaghPhase 3 milestones. No milestones unddidbese agreement have been reache
or expensed since 2010. Additionally, in 2004 veiézi DEKK-Tec an option to purchase 27,616 shdrearacommon stock for $0.02 per
share. Upon the execution of the license agreerBgd@4 shares vested and were subsequently exémi2005. In October 2010, an additic
6,904 shares vested upon the achievement of Phaflestones and were subsequently exercised in.ZHelremaining options will vest upon
the final FDA approval of the first NDA submitteg bs (or by our sublicensee) for palifosfamide. IEKec is entitled to receive single digit
percentage royalty payments on the sales of pdifioisle should it be approved for commercial saler. @bligation to pay royalties will
terminate on a country-by-country basis upon tr@rakon of all valid claims of patents in such oty covering licensed product, subject to
earlier termination in the event of defaults by plaeties under the license agreement.

License Agreement with Southern Research Ins

On December 22, 2004, we entered into an Optioré&mgent with the Southern Research Institute, or &Rhe Option Agreement, pursuant
to which we were granted an exclusive option t@wban exclusive license to SRI's interest in dartiatellectual property, including exclusive
rights related to certain isophosphoramide musdaalogs.

Also on December 22, 2004, we entered into a Relesgreement with SRI pursuant to which we agreespend a sum not to exceed $200
thousand between the execution of the agreemeribacember 21, 2006, including a $25 thousand paythatwas made simultaneously v
the execution of the agreement, to fund researdidaxmelopment work by SRI in the field of isophosgmide mustard analogs. The Option
Agreement was exercised on February 13, 2007. Uthddicense agreement entered into upon exer€ige @ption, we are required to remit
minimum annual royalty payments of $25 thousand tiré first commercial sale of a licensed prodddtese payments were made for the
years ended December 31, 2008, 2009, 2010, 2012Gk We may be required to make payments upaearent of certain milestones
varying amounts which on a cumulative basis coofdltup to $775 thousand. In addition, SRI willds#itled to receive single digit percentage
royalty payments on the sales of a licensed produaty country until all licensed patents righighat country which are utilized in the
product have expired. No milestones under the $iesagreement were reached or expensed since genagit’s inception.

License Agreement with Baxter Healthcare Corpora

On November 3, 2006, we entered into a definitigset Purchase Agreement for indibulin and a Licé&wgeement to proprietary
nanosuspension technology with affiliates of Bakterlthcare S.A. The purchase included the entitibulin intellectual property portfolio as
well as existing drug substance and capsule inviestolrhe terms of the Asset Purchase Agreemehitdad an upfront cash payment of
approximately $1.1 million and an additional $1B6usand payment for existing inventory, both ofahhivere expensed in 2006. In additio
the upfront costs, the Asset Purchase Agreemeludes additional diligence and milestone paymemis ¢could amount to approximately $8.0
million in the aggregate and royalties on net safggroducts

12



Table of Contents

covered by a valid claim of a patent for the lifélee patent on a country-by-country basis. We agpd a $625 thousand milestone payment
upon the successful U.S. IND application for indiilbin 2007. The License Agreement requires paynoéat$15 thousand annual patent and
license prosecution/maintenance fee through thaaign of the last of the licensed patents whigkxpected to expire in 2025, and single
royalties on net sales of licensed products covbyea valid claim of a patent for the life of thatent on a country-by-country basis. The term
of the license agreement extends until the expinadf the last to expire of the patents coverirglitensed products, subject to earlier
termination in the event of defaults by the partieder the license agreement.

In October 2009, the Baxter License Agreement wasnaled to allow us to manufacture indibulin. Noasibnes under the license agreement
were reached or expensed during the years endeshiber 31, 2010 or 2011. During the year ended DbeeB1l, 2012, a milestone of $250
thousand was reached and expensed.

Exclusive Channel Partner Agreement with Intrexamp@ration

On January 6, 2011, we entered into an Exclusiven@él Partner Agreement, or the Channel Agreemsétit,Intrexon that governs ahanne
partnering” arrangement in which we use Intrexdaathnology directed towards vivo expression of effectors in connection with the
development of ZIN-CTI-001 and ZIN-ATI-001 and gesdy to research, develop and commercialize prtgjiic each case in which DNA is
administered to humans for expression of anti-caeffectors for the purpose of treatment or propkid of cancer, which we collectively refer
to as the Cancer Program. The Channel Agreematilisstes committees comprised of representatives ahd Intrexon that govern activities
related to the Cancer Program in the areas of gregablishment, chemistry, manufacturing androdsytclinical and regulatory matters,
commercialization efforts and intellectual property

The Channel Agreement grants us a worldwide licémsmse patents and other intellectual propertywéxon in connection with the research,
development, use, importing, manufacture, sale odfied for sale of products involving DNA administel to humans for expression of anti-
cancer effectors for the purpose of treatment oplpylaxis of cancer, which we collectively refera®the ZIOPHARM Products. Such license
is exclusive with respect to any clinical developmeelling, offering for sale or other commerdaltion of ZIOPHARM Products, and
otherwise is non-exclusive. Subject to limited gtams, we may not sublicense the rights descntitttbut Intrexon’s written consent.

Under the Channel Agreement, and subject to ceetaieptions, we are responsible for, among othieg#hthe performance of the Cancer
Program, including development, commercializatiod aertain aspects of manufacturing of ZIOPHARMdRIats. Intrexon is responsible for
the costs of establishing manufacturing capalslitied facilities for the bulk manufacture of produdeveloped under the Cancer Program,
certain other aspects of manufacturing and costissobvery-stage research with respect to plationprovements and costs of filing,
prosecution and maintenance of Intrexon’s patents.

Subject to certain expense allocations and otHeetsf provided in the Channel Agreement, we wijl jarexon on a quarterly basis 50% of
profits derived in that quarter from the sale cDPHARM Products, calculated on a ZIOPHARM ProductBlOPHARM Product basis. We
have likewise agreed to pay Intrexon on a quarteaisis 50% of revenue obtained in that quarter faublicensor in the event of a
sublicensing arrangement. In addition, in part@isideration for each party’s execution and dejivedrthe Channel Agreement, we entered
into a Stock Purchase Agreement with Intrexon. [¢et 2 to the financial statements, Financings)

Following the first 24 months of the agreementrdrbn may terminate the Channel Agreement if wetdaiise diligent efforts to develop and
commercialize ZIOPHARM Products or if we elect tmpursue the development of a Cancer Programifihby Intrexon that is aSuperior
Therapy” as defined in the Channel Agreement. Addlowing the first 24 months of the agreement, way voluntarily terminate the Channel
Agreement upon 90 days written notice to Intrexon.

13



Table of Contents

Upon termination of the Channel Agreement, we naytioue to develop and commercialize any ZIOPHARMNdRct that, at the time of
termination:

* is being commercialized by u
» has received regulatory approv
» is a subject of an application for regulatory appitdhat is pending before the applicable reguiasarthority; or

e is the subject of at least an ongoing Phase Zdliniiial (in the case of a termination by Intrexdre to an uncured breach or a
voluntary termination by us), or an ongoing Phasériical trial in the field (in the case of a térmation by us due to an uncured
breach or a termination by Intrexon following arcansented assignment by us or our election noaitsug development of a
Superior Therapy’

Our obligation to pay 50% of net profits or revemigscribed above with respect to these “retaineddycts will survive termination of the
Channel Agreement.

Collaboration Agreement with Harmon Hill, LLC

On April 8, 2008, we signed a Collaboration Agreatrfer Harmon Hill, LLC, or Harmon Hill, to provideonsulting and other services for the
development and commercialization of oncology tpetaics by us. Under the agreement we have agogealytHarmon Hill $20 thousand per
month for the consulting services and have furttggeed to pay Harmon Hill (a) $500 thousand uperfitist patient dosing of the Specified
Drug in a pivotal trial, which trial uses a dosiRggime introduced by Harmon Hill; and (b) providbdt the Specified Drug receives regula
approval from the FDA, the European Medicines Agemrcanother regulatory agency for the marketinthefSpecified Drug, a 1% royalty of
our net sales will be awarded to Harmon Hill. i tBpecified Drug is sublicensed to a third pahg,dgreement entitles Harmon Hill to 1%
award of royalties or other payments received feosublicense. Subject to renewal or extension bydrties, the term of the agreement was
for a one year period that expired April 8, 2008lléwing such expiration, the parties continuedperate under the terms of the agreement
and, during 2010, the agreement was formally exddrilrough April 8, 2011 and again through Aprie812. The agreement was extended
through November 8, 2012 and has now expired. VWeresed $240 thousand during the years ended Dec&hhb2010 and 2011, and $200
thousand during the year ended December 31, 201@fwsulting services per the aforementioned ageaenNo milestones under the
collaboration agreement were reached or expens@thdhe years ended December 31, 2010, 2011 ¢t.201

Collaboration Agreement with Solasia Pharma K.K.
On March 7, 2011, we entered into a License anthBotation Agreement with Solasia Pharma K.K., olaSia.

Pursuant to the License and Collaboration Agreepvemgranted Solasia an exclusive license to devahal commercialize darinaparsin in
both IV and oral forms and related organic arsemitecules, in all indications for human use in a-pasian/Pacific territory comprised of
Japan, China, Hong Kong, Macau, Republic of Kofedyan, Singapore, Australia, New Zealand, Malayisidonesia, Philippines and
Thailand.

As consideration for the license, we received dnomp payment of $5.0 million to be used exclusyr further clinical development of
darinaparsin outside of the pan-Asian/Pacific teryi, and will be entitled to receive additionalp@ents of up to $32.5 million in development-
based milestones and up to $53.5 million in sakeset milestones. We will also be entitled to rezeiguble digit royalty payments from
Solasia based upon net sales of licensed produtie iapplicable territories, once commercializad] a percentage of sublicense revenues
generated by Solasia.
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The upfront payment for research and developmenttifig is earned over the period of effort. We cuotlseestimate this period to be 75
months, which could be adjusted in the future.

Under the License and Collaboration Agreement, m&igde Solasia with drug product to conduct clihicels. These transfers are accounted
for as a reduction of research and developmens$ evgt an increase in collaboration receivables.

The agreement provides that Solasia will be resptanfor the development and commercialization afimlaparsin in the pan-Asian/Pacific
territory.

CRO Services Agreement with PPD Development, L. P.

We are party to a Master Clinical Research Orgdaioizéservices Agreement with PPD Development, LoPRPD dated January 29, 2010, a
related work order dated June 25, 2010 and a teVabek order dated April 8, 2011 under which PPDvidles clinical research organization
CRO, services in support of our clinical trials.0PB entitled to cumulative payments of up to $28i0ion under these arrangements, which is
payable by us in varying amounts upon PPD achiespegified milestones. During the year ended Deeeréb, 2010, we expensed $1.8
million upon contract execution and $1.1 millionowpa clinical study commencement of enrollment artN America. During the year ended
December 31, 2011, additional milestones relatembtomencing enroliment in Europe, Latin America &sih along with enroliment based
milestones were met and we recorded an aggregde$#ion expense. During the year ended Decer3tie012, additional enrollment-
based and contract modification milestones wereamédtexpensed totaling $3.8 million.

CRO Services Agreement with Pharmaceutical Rese®sshciates, Inc.

On December 13, 2011, we entered into a Masteid@liResearch Organization Services Agreement Rlitarmaceutical Research Associe
Inc., or PRA, under which PRA provides CRO servicesupport of our clinical trials. PRA is entitléal cumulative payments of up to $19.7
million under these arrangements, which is payhplas in varying amounts upon PRA achieving spedifnilestones. During the year ended
December 31, 2012, we expensed $7.3 million uperatthievement of various letter of intent and énreht-based milestones.

CRO Services Agreement with Novella Clinical, Inc.

On December 4, 2008, we entered into a Master@lirResearch Organization Services Agreement withelNa Clinical, Inc., or Novella,
under which PRA provides CRO services in suppoduwfclinical trials. The work order for the curténial being conducted by Novella was
signed on November 2, 2012. Novella is entitledumulative payments of up to $789 thousand undesetlarrangements, which is payable by
us in varying amounts upon Novella achieving spedimilestones. During the year ended Decembe2®12, we expensed $256 thousand
upon the achievement of various milestones.

Patents and Other Intellectual Property Rights &rdtection.

Patents extend for varying periods according tadtite of patent filing or grant and the legal t&ihpatents in the various countries where
patent protection is obtained. The actual proteabffering by a patent, which can vary from courttrcountry, depends of the type of patent,
the scope of its coverage and the availabilityegtl remedies in the country.

Pursuant to the Drug Price Competition and PateninTRestoration Act of 1984, referred to as thechld/axman Amendments, some of our
patents, under certain conditions, may be eligitidimited patent term extension for a period pfto five years as compensation for patent
term lost during drug development and the FDA ratquy review process. However, this extension piec@nnot be extended beyond 14 year:
from the
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drug’s approval date. The patent term restoratiniog is generally one-half the period of time skegh between the effective date of an IND
application or the issue date of the patent, whiehés later, and the submission date of an NDAs phe period of time between the submis
date of the NDA or the issue date of the patenicindver is later, and FDA approval. The United &d®atent and Trademark Office, in
consultation with the FDA, reviews and approvediappons for any patent term extension or restoratWe intend to seek the benefits of this
statute, but there can be no assurance that wéevdble to obtain any such benefits.

We also depend upon the skills, knowledge, andréapee of our scientific and technical personnghwell as those of our advisors,
consultants, and other contractors, none of wiigiatentable. To help protect proprietary know-hawich is not patentable, and for
inventions for which patents may be difficult tdf@me, we currently rely, and in the future willrdmue to rely, on trade secret protection and
confidentiality agreements to protect our interebtsthis end, we generally require employees, @ltausts, advisors and other contractors to
enter into confidentiality agreements that prohibé disclosure of confidential information and,exd applicable, require disclosure and
assignment to us of the ideas, developments, disimsvand inventions important to our business.

Our patent position and proprietary rights are acifgjo certain risks and uncertainties. Please ttestd Risk Factors section of this report for
information about certain risks and uncertainties tmay affect our patent position and proprietaits.

Additional information as of February 15, 2013 abmaterial patents and other proprietary rightsecimg our product candidates is set forth
below.

Palifosfamide

The patent estate covering palifosfamide compasstilmethods of use, methods of manufacture, foitious combination therapies and
analogs includes four issued U.S. patents (twolo€ware scheduled to expire in 2029, one of wisdtheduled to expire in 2027 and one of
which is scheduled to expire in 2020), four pendih§. patent applications, twenty issued foreigiepa in Europe, Canada, Japan and
Australia and four other countries and forty-fivengding foreign patent applications in Europe, Canddpan, Australia and thirteen other
countries. Some of these patent assets are irskcefnom DEKK-Tec, Inc., some are in-licensed fidouthern Research Institute, and some
are owned by us.

ZIN-CTI-001 and ZIN-ATI-001

The patent estate licensed to us by Intrexon cogeZiN-CTI-001 and ZIN-ATI-001 compositions, mettsoof use, methods of manufacture,
and formulations includes twenty-seven issued Pasents (one of which is scheduled to expire in2@2ree of which are scheduled to expire
in 2026, four of which are scheduled to expire®22, four of which are scheduled to expire in 2a@24, of which are scheduled to expire in
2023, six of which are scheduled to expire in 2022, of which are scheduled to expire in 2021, ohehich is scheduled to expire in 2020
and one of which is scheduled to expire in 201@}yfnine pending U.S. patent applications, oneened-ninetyeight issued foreign patents
Europe, Canada, Japan, Australia and ten othettreesirand two-hundretiwenty pending foreign patent applications in Ew,opanada, Jap:
Australia and fourteen other countries. The terrared or more of the issued patents may be extetaedo the regulatory approval process.

Indibulin

The patent estate covering indibulin compositionsthods of use, methods of manufacture, formulataord combination therapies includes
seven issued U.S. patents (three of which are st expire in 2017 and four of which are schedto expire in 2019), six pending U.S.
patent applications, one-hundred-forty-six issu@eéifjn patents in Europe, Canada, Japan, Austratissixteen other countries, and forty-four
pending
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foreign patent applications in Europe, Canada, Jafastralia and eight other countries. Some o$¢hgatent assets are in-licensed from
affiliates of Baxter Healthcare Corporation and samhwhich are owned by us.

Darinaparsin

The patent estate covering darinaparsin compositimethods of use, methods of manufacture, formouisit polymorphic forms, analogs and

combination therapies includes eight issued U.&mia (two of which are scheduled to expire in 202® of which are scheduled to expire in
2026, one of which is scheduled to expire in 202% three of which are scheduled to expire in 202§t pending U.S. patent applications,

twenty-one issued foreign patents in Europe, Japastralia and five other countries and sixty pegdioreign patent applications in Europe,

Canada, Japan, Australia and eleven other counBtae of these patent assets are in-licensedTrwrUniversity of Texas M. D. Anderson

Cancer Center and the Texas A&M University Systach some are owned by us.

Governmental Regulation

The research, development, testing, manufactuselifey, promotion, advertising, distribution, andnieting, among other things, of our
products are extensively regulated by governmenittdorities in the United States and other counittiethe United States, the FDA regulates
drugs under the Federal Food, Drug, and Cosmeticoit¢he FDCA, and biologics under the Public He&ervice Act, or PSHA, as well as
their respective implementing regulations. Faillereomply with the applicable U.S. requirements reagject us to administrative or judicial
sanctions, such as FDA refusal to approve pendibgdNor Biologics License Applications, or BLAs, viamg letters, product recalls, product
seizures, total or partial suspension of produatiodistribution, injunctions, and/or criminal pezsition. Moreover, if our product candidates
are approved by the FDA, government coverage antbresement policies will both directly and inditlgcaffect our ability to successfully
commercialize our product candidates, and suchregeeand reimbursement policies will be affectedubyre healthcare reform measures. In
addition, we may be subject to state and fedevad lancluding anti-kickback statutes and falserkabstatutes as well as data privacy laws that
restrict certain business practices in the bioplaaeutical industry.

Product Approval Proces. None of our product candidates may be marketé¢derunited States until it has received FDA apptoVhe steps
required before a drug or biologic product may lzkated in the United States include:

» Preclinical laboratory tests, animal studies, ardiilation studies

»  Submission to the FDA of an IND for human clinitedting, which must become effective before huniauical trials may begin

» Adequate and we-controlled human clinical trials to establish tlaéesy and efficacy of the product for each indicat

» Submission to the FDA of NDA or BL/

» Satisfactory completion of an FDA inspection of thanufacturing facility or facilities at which tipeoduct is produced to assess
compliance with current good manufacturing practice cGMPs; an

» FDA review and approval of the NDA or BL,

Preclinical tests include laboratory evaluatiopafduct chemistry, pharmacokinetics, toxicity, immgenicity and formulation, as well as
animal studies. The conduct of the preclinicalsestd formulation of the products for testing mamhply with federal regulations 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 must become effectindore human clinical trials may begin. An IND auttically takes effect 30 calendar days
after receipt by the FDA, unless before that tilreeEDA applies a clinical hold and raises safety
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concerns or questions about issues such as ttgnd#gihe trials as outlined in the IND. In sucbase, the IND sponsor and the FDA must
resolve any outstanding FDA concerns or questiefsre clinical trials may proceed. We cannot béateithat submission of an IND will
result in the FDA allowing a clinical trial to beitiated.

Clinical trials involve the administration of arvigstigational drug or biologic to human subjectdanthe supervision of qualified investigat:
Clinical trials are conducted according to protsdblat detail the study objectives, the paraméteb& used in monitoring participants’ safety,
and the effectiveness criteria by which the inygzdtonal product will be evaluated. Each protocakirbe submitted to the FDA as part of the
IND.

Clinical trials are typically conducted in threejgential phases, but the phases may overlap. Ty ptotocol and informed consent
information for study subjects in a clinical triaust also be approved by an Institutional Reviewdor each institution where the trial will
be conducted. Study subjects must sign an inforcnedent form before participating in a clinicadtriPhase 1 usually involves the initial
introduction of the investigational product intoopée to evaluate its short-term safety, dosagedote, metabolism, pharmacokinetics, and
pharmacologic actions and, if possible, to gairarty indication of its effectiveness. Phase 2 ligiravolves trials in a limited patient
population in order to (1) evaluate dosage tolezaartd appropriate dosage; (2) identify possibleesityeffects and safety risks; and

(3) evaluate preliminarily the efficacy of the driag specific indications. Phase 3 trials usuabtiptinue to evaluate clinical efficacy and further
test for safety by using the product in its finadrf in an expanded patient population. There camob&ssurance that Phase 1, Phase 2, or Ph:
3 testing will be completed successfully within apecified period of time, if at all. Furthermotiee sponsoring company or the FDA may
suspend clinical trials at any time on various g including a finding that the subjects or paseare being exposed to an unacceptable
health risk.

The FDCA permits the FDA and the IND sponsor teeagn writing on the design and size of clinicalds¢s intended to form the primary be
of a claim of effectiveness in an NDA or BLA. Thisocess is known as Special Protocol AssessmeBfAr and can be a somewhat lengthy
process. An agreement may not be changed by tmsgpor the FDA after the trial begins, exceptwith the written agreement of the spon
and the FDA, or (2) if the director of the FDA rewiing division determines that “a substantial stifierissue essential to determining the
safety or effectiveness of the drug” was identiféter the testing began.

Assuming successful completion of the requiredcdintesting, the results of the preclinical stisddad of the clinical studies, together with
other detailed information, including information the manufacture and composition of the productickate, are submitted to the FDA in the
form of an NDA or BLA requesting approval to markie¢ product for one or more indications. The teptind approval process requires
substantial time, effort, and financial resourddte FDA reviews the application and may deem hd¢dnadequate to support the registration,
and companies cannot be sure that any approvabeijfranted on a timely basis, if at all. The FDAymalso refer the application to the
appropriate external advisory committee, typicallganel of clinicians, for review, evaluation ange@ommendation as to whether the
application should be approved. The FDA is not lablop the recommendations of the advisory committee.

The goals of the NDA/BLA are to provide enough infiation to permit FDA to reach the following keyciigons:
. Is the product safe and effective in its proposse(s), and do its benefits outweigh its ris

. Is the producs proposed labeling (package insert) appropriaig wehat should it contain? Are measures necessanytigate risks of us
of the product (referred to as Risk Evaluation Kfitigation Strategies, or REMS

. Are the methods used in manufacturing the prododithe controls used to maintain its quality adégjtia preserve identity, strength,
quality, and purity”

The FDA has various programs, including orphan gfast track, priority review, and accelerated appt, which are intended to expedite or
simplify the process for developing and reviewimggs, and/or provide for
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approval on the basis surrogate endpoints, or geofimancial incentives and market exclusivity. &ely, drugs that may be eligible for one
more of these programs are those for serious@thifeatening conditions, those with the potentialddress unmet medical needs, and those
that provide meaningful benefit over existing treants. A company cannot be certain that any afitsstigational drugs will qualify for any
these programs, or that, if a drug does qualify,rdview time will be reduced.

Before approving an NDA or BLA, the FDA usually iispect the facility or the facilities at whiche drug is manufactured and will not
approve the product unless cGMP compliance isfaat@y. If the FDA evaluates the NDA or BLA anctimanufacturing facilities and deems
them to be acceptable, the FDA may issue an appletter, or in many cases, a complete respongerIdthe complete response letter contain
the conditions that must be met in order to sefineg approval of the NDA or BLA. When and if thosenditions have met with the FDA's
satisfaction, the FDA will issue an approval lettEne approval letter authorizes commercial mankgetif the drug or biologic for specific
indications. As a condition of NDA/BLA approval glrDA may require post-marketing testing and sllarge to monitor the drug’s safety or
efficacy, or impose other conditions.

After approval, certain changes to the approved grnoduct, such as adding new indications, init@atiertain manufacturing changes, or
making certain additional labeling claims, are sabjo further FDA review and approval. Before enpany can market a drug product for any
additional indication(s), it must obtain additiomgiproval from the FDA. Obtaining approval for amedication generally requires that
additional clinical studies be conducted. A compeagnot be sure that any additional approval fev mglications for any product candidate
will be approved on a timely basis, or at all.

Pos-approval RequirementsOften times, even after a drug has been apprbydde FDA for sale, the FDA may require that derfsost-
approval requirements be satisfied, including thedeict of additional clinical studies. If such pagproval conditions are not satisfied, the
FDA may withdraw its approval of the drug. In adiatit, holders of an approved NDA are required td:r€port certain adverse reactions to the
FDA,; (2) comply with certain requirements conceghadvertising and promotional labeling for theiogucts; and (3) continue to have quality
control and manufacturing procedures conform to &GWVhe FDA periodically inspects the sponsagcords relating to safety reporting an
manufacturing facilities; this latter effort inclesl assessment of cGMP compliance. Accordingly, faatwrers must continue to expend time,
money, and effort in the area of production andityueontrol to maintain cGMP compliance. We inteloduse third- party manufacturers to
produce our products in clinical and commercialrditizs, and future FDA inspections may identifyngaiance issues at the facilities of our
contract manufacturers that may disrupt produatiodistribution, or require substantial resoureesdrrect. In addition, discovery of problems
with a product after approval may result in resiics on a product, manufacturer, or holder of gpraved NDA or BLA, including withdraw:
of the product from the market.

Patent Challenge Process Regarding ANCThe Hatch-Waxman Act provides incentives for gemphiarmaceutical manufacturers to
challenge patents on branded pharmaceutical prednct/or their methods of use, as well as to dpvetoducts comprising non-infringing
forms of the patented drugs. The Hatch-Waxman Iltips places significant burdens on the Abbrewadtiew Drug Application, or ANDA,

filer to ensure that such challenges are not faus| but also offers the opportunity for significinancial reward if the challenge is successful

If there is a patent listed for the branded druthsnFDA’s Orange Book at the time of submissiothef ANDA or at any time before the
ANDA is approved and the generic company intendnaoket the generic equivalent prior to the expmrabf that patent, the generic company
includes a certification asserting that the patemtvalid, unenforceable and/or not infringedpacalled “paragraph IV certification.”

After receiving notice from the FDA that its aplion is acceptable for review or immediately & thNDA has been amended to include a
paragraph IV certification after the applicationsssibmitted to the FDA, the

19



Table of Contents

company filing a generic application is requirecsémd the patent holder and the holder of the N@¥AHe brandiame drug a notice explaini
why it believes that the patents in question avalid, unenforceable or not infringed. Upon receipthe notice from the generic applicant, the
patent holder has 45 days during which to bringtemt infringement suit in federal district cougiainst the generic applicant in order to obtair
the 30 month automatic stay.

If a suit is commenced by the patent holder dutiveg45-day period, the Hatch-Waxman Act providesafoautomatic stay on the FDA's
ability to grant final approval of the ANDA for thgeneric product. Patent holders may only obtam 30+month stay with respect to patents
that were listed at the time an ANDA was filed. Tegiod during which the FDA may not approve theD¥Wand the patent challenger
therefore may not market the generic product i;8@ths, or such other period as may be orderetddogdurt. The 30-month period may or
may not, and often does not, coincide with thergnif the resolution of the lawsuit or the expwatdf a patent, but if the patent challenge is
successful or the challenged patent expires dih@@0-month period, the FDA may approve the gerdiig for marketing, assuming there
are no other obstacles to approval such as peoiodsn-patent exclusivity given to the NDA holder.

Under the Hatch-Waxman Act, any developer of a gemtug that is considered first to have filedANDA for review by the FDA, and

whose filing includes a paragraph IV certificatiomay be eligible to receive a 180-day period ofegenmarket exclusivity. This period of
market exclusivity may provide the patent challengith the opportunity to earn a return on the sis&kken and its legal and development cost
and to build its market share before other germopetitors can enter the market. If the ANDA df fhist applicant accepted for filing is
withdrawn, the 180-day exclusivity period is fotél and unavailable to any other applicant.

Coverage and Reimbursemeitarket acceptance and sales of any product cardidiaat we develop will depend on coverage and
reimbursement policies of third-party payors and ina affected by future healthcare reform meas@esernment health administration
authorities, private health insurers and other wigdions generally decide which drugs they wily f@ar and establish reimbursement levels for
health care. In particular, in the U.S., privataltieinsurers and other third-party payers oftavisle reimbursement for products and services
based on the level at which the government (thrabhgtMedicare or Medicaid programs) provides reimbment for such treatments. In the
U.S., the European Union and other potentially ificant markets for our product candidates, goventrauthorities and third-party payers are
increasingly attempting to limit or regulate thécprof medical products and services, particulfotynew and innovative products and
therapies, which has resulted in lower averagngdfirices. Further, the increased emphasis on gaehlealthcare in the U.S. and on country
and regional pricing and reimbursement controkh@European Union will put additional pressurgrooduct pricing, reimbursement and
usage, which may adversely affect our future prodates and results of operations. These pressarearise from rules and practices of
managed care groups, judicial decisions and goventahlaws and regulations related to Medicare, ibdad and healthcare reform,
pharmaceutical reimbursement policies and pricmgeneral.

In the United States and foreign jurisdictionsyéhieave been a number of legislative and regulatbanges to the healthcare system that coul
affect our future results of operations. In patacuthere have been and continue to be a numbaitiattives at the United States federal and
state level that seek to reduce healthcare costsMedicare Prescription Drug, Improvement, and &tottation Act of 2003, or the MMA,
imposed new requirements for the distribution ancimy of prescription drugs for Medicare benefiga. Under Part D, Medicare beneficia
may enroll in prescription drug plans offered bivate entities which provide coverage of outpatigmscription drugs. Part D plans include
both stand-alone prescription drug benefit plards@mescription drug coverage as a supplement taddesl Advantage plans. Unlike Medicare
Part A and B, Part D coverage is not standardi2adct. D prescription drug plan sponsors are notireduo pay for all covered Part D drugs,
and each drug plan can develop its own drug formgubeat identifies which drugs it will cover andwahat tier or level. However, Part D
prescription drug formularies must include drugthwi each therapeutic category and class of covieaetlD drugs, though not necessarily all
the drugs in each category or class. Any formulessd by a Part D prescription drug plan must beldged and reviewed by a pharmacy and
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therapeutic committee. Government payment for sohtlee costs of prescription drugs may increaseatehfor our products for which we
receive marketing approval. However, any negotiatézes for our future products covered by a Papr&scription drug plan will likely be
lower than the prices we might otherwise obtainrddwer, while the MMA applies only to drug benefiis Medicare beneficiaries, private
payors often follow Medicare coverage policy angirpant limitations in setting their own payment gat&ny reduction in payment that results
from Medicare Part D may result in a similar redoretin payments from non-governmental payors.

The American Recovery and Reinvestment Act of 20@®ides funding for the federal government to carepghe effectiveness of different
treatments for the same illness. A plan for theaesh will be developed by the Department of Heaith Human Services, the Agency for
Healthcare Research and Quality and the Natiorstities for Health, and periodic reports on tlaust of the research and related
expenditures will be made to Congress. Althoughréiselts of the comparative effectiveness studiesiat intended to mandate coverage
policies for public or private payors, it is noeal what effect, if any, the research will havelmsales of any product, if any such product or
the condition that it is intended to treat is thbject of a study. It is also possible that comipeeeeffectiveness research demonstrating benefi
in a competitor’'s product could adversely affeet slales of our product candidates. If third-paetyqss do not consider our products to be cos
effective compared to other available therapiesy thay not cover our products as a benefit undsr gtans or, if they do, the level of paym
may not be sufficient to allow us to sell our protfuon a profitable basis.

The U.S. and some foreign jurisdictions are consideor have enacted a number of additional letjisdaand regulatory proposals to change
the healthcare system in ways that could affectbility to sell our products profitably. Among pryl makers and payers in the U.S. and
elsewhere, there is significant interest in promgpithanges in healthcare systems with the statald gbcontaining healthcare costs, improy
quality and/or expanding access. In the U.S., tlepaceutical industry has been a particular fofusese efforts and has been significantly
affected by major legislative initiatives, includirmost recently, the Patient Protection and Afftnid Care Act, as amended by the Health
and Education Affordability Reconciliation Act, collectively, the PPACA, which became law in th&Uin March 2010 and substantially
changes the way healthcare is financed by bothrgovental and private insurers.

Federal and State Fraud and Abuse Laln addition to FDA restrictions on marketing of pfmaceutical products, several other types of state
and federal laws have been applied to restrichzeliusiness practices in the biopharmaceuticaistrg in recent years. These laws include
anti-kickback and false claims statutes.

The federal Anti-Kickback Statute prohibits, amanber things, knowingly and willfully offering, payg, soliciting, or receiving remuneration
to induce or in return for purchasing, leasingeoirfy, or arranging for the purchase, lease, oerooflany healthcare item or service
reimbursable under Medicare, Medicaid, or otheefelly financed healthcare programs. The term “reenation” has been broadly interpreted
to include anything of value, including for exampéts, discounts, the furnishing of supplies quigment, credit arrangements, payments of
cash, waivers of payment, ownership interests aodding anything at less than its fair market vallihe Anti-Kickback Statute has been
interpreted to apply to arrangements between phagutgal manufacturers on one hand and prescriparshasers, and formulary manager
the other. Although there are a number of statutmigmptions and regulatory safe harbors protectmgain common activities from
prosecution, the exemptions and safe harbors avendnarrowly, and our practices may not in all saseet all of the criteria for statutory
exemptions or safe harbor protection. Practicesitivalve remuneration that may be alleged to lerided to induce prescribing, purchases, ¢
recommendations may be subject to scrutiny if dh@yot qualify for an exemption or safe harbor.&al/courts have interpreted the statute’s
intent requirement to mean that if any one purpgissn arrangement involving remuneration is to oelteferrals of federal healthcare coverec
business, the statute has been violated. The mdfable Anti-Kickback Statute was also broadenedhgyPPACA, which, among other things,
amends the intent requirement of the federal AmtkKack Statute. Pursuant to the statutory amentragrerson or entity no longer needs to
have actual knowledge of this statute or speaifierit to violate it in order to have committed alation.
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In addition, the PPACA provides that the governnmmay assert that a claim including items or sess/iesulting from a violation of the federal
Anti-Kickback Statute constitutes a false or fraledt claim for purposes of the civil False Claimst fdiscussed below) or the civil monetary
penalties statute, which imposes penalties agamsperson who is determined to have presentedused to be presented a claim to a federa
health program that the person knows or should kisdar an item or service that was not providedlasned or is false or fraudulent.

The federal False Claims Act prohibits any persomfknowingly presenting, or causing to be presgradalse claim for payment to the
federal government or knowingly making, using, ausing to be made or used a false record or statemegerial to a false or fraudulent claim
to the federal government. As a result of a modifan made by the Fraud Enforcement and Recoverypf#2009, a claim includes “any
request or demand” for money or property presetteéde U.S. government. Recently, several pharmeed@and other healthcare companies
have been prosecuted under these laws for allegediyding free product to customers with the exation that the customers would bill
federal programs for the product. Other compané®been prosecuted for causing false claims submitted because of the companies’
marketing of the product for unapproved, and thus-reimbursable, uses. Many states also have esatutregulations similar to the federal
Anti-Kickback Statute and False Claims Act, whitats laws apply to items and services reimbursetuiiedicaid and other state programs,
or, in several states, apply regardless of thempa@yso, the federal Health Insurance Portabilityl éAccountability Act of 1996, or HIPAA,
created new federal criminal statutes that protkibitwingly and willfully executing a scheme to dafd any healthcare benefit program,
including private third-party payers and knowinglyd willfully falsifying, concealing or covering tpmaterial fact or making any materially
false, fictitious or fraudulent statement in corti@mtwith the delivery of or payment for healthcéenefits, items or services.

Because of the breadth of these laws and the naesswof the federal Anti-Kickback Statute’s safebbes, it is possible that some of our
business activities could be subject to challemgieuone or more of such laws. Such a challengkl ¢@ve a material adverse effect on our
business, financial condition and results of openat If we obtain FDA approval for any of our puatl candidates and begin commercializing
those products in the United States, our operativag be directly, or indirectly, through our custens distributors, or other business partners
subject to various federal and state fraud andealavgs, including, without limitation, anti-kickblastatutes and false claims statutes. These
laws may impact, among other things, our proposégssmarketing and education programs.

In addition, we may be subject to data privacy security regulation by both the federal governneemd the states in which we conduct our
business. HIPAA, as amended by the Health Informnafiechnology and Clinical Health Act, or HITECHhdaits implementing regulations,
imposes certain requirements relating to the pyivaecurity and transmission of individually idéiatble health information. Among other
things, HITECH makes HIPAA's privacy and securitgrelards directly applicable to “business assoglatindependent contractors or agents
of covered entities that receive or obtain protdttealth information in connection with providingervice on behalf of a covered entity.
HITECH also increased the civil and criminal peieslthat may be imposed against covered entitiesnbss associates and possibly other
persons, and gave state attorneys general newrdyttodfile civil actions for damages or injunctis in federal courts to enforce the federal
HIPAA laws and seek attorney’s fees and costs &ssacwith pursuing federal civil actions. In adlulit, state laws govern the privacy and
security of health information in certain circunrstas, many of which differ from each other in siigaint ways and may not have the same
effect, thus complicating compliance efforts.

If our operations are found to be in violation af/af the federal and state laws described aboempother governmental regulations that
apply to us, we may be subject to penalties, inolydriminal and significant civil monetary penaki damages, fines, imprisonment, exclusio
of products from reimbursement under governmengamos, and the curtailment or restructuring of @perations, any of which could
adversely affect our ability to operate our businasd our results of operations. To the extentahgtof our product candidates are ultimately
sold in a foreign country, we may be subject toilsinforeign laws and regulations, which may
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include, for instance, applicable post-marketinguisements, including safety surveillance, antuftaand abuse laws, and implementation of
corporate compliance programs and reporting of gaytaor transfers of value to healthcare profesdson

Employees
As of February 15, 2013, we had 83 employees.

Corporate Information

We were originally incorporated in Colorado in Sspber 1998 (under the name Net Escapes, Inc.aéeddhanged our name to “EasyWeb,
Inc.” in February 1999. Following reincorporationDelaware in May 2005 under the same name, we letetpa “reverse” acquisition of
privately held ZIOPHARM, Inc., a Delaware corpoosition September 13, 2005. Although EasyWeb, Ins.thva legal acquirer in the
transaction, we accounted for the transactionraserse acquisition under generally accepted ad¢tmuprinciples. As a result, ZIOPHARM,
Inc. became the registrant with the SecuritiesExchange Commission, or the SEC, and the histdiiitahcial statements of ZIOPHARM,
Inc. became our historical financial statements.

Our executive offices are located at 1180 AvenuiefAmericas, 20 Floor, New York, NY 10036, and lephone number is (646) 214-
0700. Our internet site is www.ziopharm.com. Nohée information on our internet site is part loistreport, unless expressly noted.

Available Information

Our website address is www.ziopharm.com. Infornmationtained on our website is not incorporateddfgrence into this report unless
expressly noted. We file reports with the SEC, \Wwhie make available on our website free of chargese reports include annual reports on
Form 10-K, quarterly reports on Form 10-Q, curmemorts on Form 8-K and amendments to such repeatd) of which is provided on our
website as soon as reasonably practicable aft@leetronically file such materials with or furnigfem to the SEC. You can also read and ¢
any materials we file with the SEC at the SEC’sIRUReference Room at 100 F Street, N.E., WashmdiiC 20549. You can obtain
additional information about the operation of théblt Reference Room by calling the SEC at 1-80@-$8B30. In addition, the SEC maintai

a website (www.sec.gov) that contains reports, pamd information statements, and other informatearding issuers that file electronically
with the SEC, including us.
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Iltem 1A. Risk Factors

An investment in our common stock is very risky. &addition to the other information in this annualaport on Form 1¢K, you should
consider carefully the following risk factors in euating us and our business. If any of the evemlisscribed in the following risk factors
were to occur, our business, financial conditiorgsults of operation and future growth prospects vablikely be materially and adversely
affected. In that event, the trading price of ouommon stock could decline and you could lose alleopart of your investment in our
common stock. Therefore, we urge you to carefullview this entire report and consider the risk facs discussed below. Moreover, the
risks described below are not the only ones thatfage. Additional risks not presently known to usthat we currently deem immaterial m:
also affect our business, financial condition, oming results or prospects.

RISKS RELATED TO OUR BUSINESS

We will require additional financial resources inrder to continue ongoing development of our prodweatndidates; if we are unable to
obtain these additional resources, we may be fortedelay or discontinue clinical testing of our pduct candidates.

We have not generated significant revenue and imavered significant net losses in each year smaeinception. For the year ended
December 31, 2012, we had a net loss of $96.1amjlkind, as of December 31, 2012, we have incappdoximately $283.7 million of
cumulative net losses since our inception in 20U8.expect to continue to incur significant opergtixpenditures. Further development of ou
product candidates, including product candidateswe may develop under our channel partneringigeiment with Intrexon, will likely
require substantial increases in our expenses as we

» Continue to undertake clinical trials for produahdidates

»  Scaleup the formulation and manufacturing of our prodtartdidates
» Seek regulatory approvals for product candide

* Implement additional internal systems and infragtrce; anc

» Hire additional personne

We continue to seek additional financial resoutodfsind the further development of our product ddatés. If we are unable to obtain
sufficient additional capital, one or more of thgsegrams could be placed on hold. Because weuarertly devoting a significant portion of
our resources to the development of palifosfamittbta synthetic biology, further progress with ttevelopment of our other candidates may
be significantly delayed and may depend on theesscof our ongoing clinical trial involving palifasnide.

We anticipate that our cash resources will be sigffit to fund our operations into the second ha#f13 and we have no current committed
sources of additional capital. As a result, ouepehdent registered public accounting firm hasesqed a substantial doubt about our abilit
continue as a going concern in their report onfimancial statements. We do not know whether agidéti financing will be available on terms
favorable or acceptable to us when needed, if.aDal business is highly cash-intensive and ollitglo continue operations after our current
cash resources are exhausted depends on our #ébitibtain additional financing and achieve prdfigaoperations, as to which no assurances
can be given. If adequate additional funds areamatlable when required, or if we are unsuccesefehtering into partnership agreements for
the further development of our products, we willrbguired to delay, reduce or eliminate plannedlprieal and clinical trials and may be
forced to terminate the approval process for oadpct candidates from the FDA or other regulatartharities. In addition, we could be forc
to discontinue product development, forego attvadtiusiness opportunities or pursue merger or tiiues strategies. In the event we are
unable to obtain additional financing, we may beéd to cease operations altogether.

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

As of December 31, 2012, we had incurred approxiy&283.7 million of cumulative net losses and bhpgroximately $73.3 million of cash
and cash equivalents. We anticipate that our casburces will be sufficient
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to fund our operations into the second half of 200& results from the Company’s PICASSO 3 pivttal in first-line STS are expected in
the last week of March 2013. The Company has varidutive and non-dilutive funding alternativeshe results are positive. If the results are
negative, alternative cost-cutting efficiencies jglnned in an attempt to extend our cash resoasémg as possible, though there are no
assurances that such efforts, if necessary, waulg#lized. In addition, changes may occur thatldvoansume our existing capital prior to the
second half of 2013, including expansion of thepscof, and/or slower than expected progress offesgarch and development efforts and
changes in governmental regulation. As a resuttjrmlependent registered public accounting firm évgzressed a substantial doubt about our
ability to continue as a going concern in theiraién our financial statements. Actual costs miéiynately vary from our current expectations,
which could materially impact our use of capitadl aur forecast of the period of time through whiehr financial resources will be adequate tc
support our operations. We have estimated thecgerfity of our cash resources based in part orritdedesign for our PICASSO 3 pivotal trial
in first-line STS and our adaptive Phase 3 tridirist-line SCLC for IV palifosfamide and our cumtgtiming expectations for the results of the
PICASSO 3 pivotal trial and enrollment in our adepthase 3 trial in first-line SCLC for IV palifiasnide, which may change based on the
progression of enroliment. We have also assumgubnssbility for the advancement of two product ddatks in the clinic under our exclusive
channel partnership with Intrexon and we expedtttiecosts associated with these and additiomalymt candidates will increase the level of
our overall research and development expensedisamtly going forward.

In addition to above factors, our actual cash negoénts may vary materially from our current expgohs for a number of other factors that
may include, but are not limited to, changes inftdwis and direction of our development prograrosetitive and technical advances, costs
associated with the development of our product icktels, our ability to secure partnering arrangesjemnd costs of filing, prosecuting,
defending and enforcing our intellectual propeigits. If we exhaust our capital reserves morelduithan anticipated, regardless of the
reason, and we are unable to obtain additionah€iimy on terms acceptable to us or at all, we lvélunable to proceed with development of
some or all of our product candidates on expedtedlines and will be forced to prioritize amongrthe

Recently, capital markets have experienced a pefiathprecedented instability that may severelybirour ability to raise capital within the
time periods needed or on terms we consider adalepifat all. Moreover, if we fail to advance ooemore of our current product candidates
to later-stage clinical trials, successfully comamaize one or more of our product candidates,couae new product candidates for
development, we may have difficulty attracting istees that might otherwise be a source of additiinancing.

In the current economic environment, our need fliteonal capital and limited capital resources rfage us to accept financing terms that
could be significantly more dilutive to existinggskholders than if we were raising capital whendhpital markets were more stable. To the
extent that we raise additional capital by issweqgity securities, our stockholders may experiaficgion. In addition, we may grant future
investors rights superior to those of our exisstarkholders. If we raise additional funds throeghaborations and licensing arrangements, it
may be necessary to relinquish some rights toemhmologies, product candidates or products, artdiGenses on terms that are not favorable
to us. If we raise additional funds by incurrindbtieve could incur significant interest expense bedome subject to covenants in the related
transaction documentation that could affect themaaim which we conduct our business.

Clinical trials are very expensive, time-consumirend 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 process itselaliso time-consuming. We estimate that clinicaldra our product candidates will take at least
several years to complete. Furthermore, failureazar at any stage of the trials, and we coul@enter problems that cause us to abandon «
repeat clinical trials. The commencement and cotigolef clinical trials may be delayed by sevemrattbrs, including:

» Unforeseen safety issue
e Determination of dosing issue
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» Lack of effectiveness during clinical tria

» Slower than expected rates of patient recruitmedtemrollment

» Inability to monitor patients adequately duringafter treatment

» Inability or unwillingness of medical investigatdmsfollow our clinical protocols; an

» Regulatory determinations to temporarily or pernmlyecease enrollment for other reasons not relaiguhtient safety

We commenced the PICASSO 3 pivotal trial for IVifusfamide early in the third quarter of 2010 israall number of sites in the United
States as we pursued site review board clearandedioconduct in the anticipated 150 or moressigpected worldwide. Site opening is a
complex and time-consuming process, often requsirgnonths to complete outside of the United Stafée experienced slower than
anticipated enrollment in the trial at start-up dugart to the timing of site openings and reqaaapprovals. While enrollment is complicated
by a number of factors outside of our control, wenpleted full enrollment in June 2012. The outcamprogression-free survival, the study’s
primary endpoint for full approval, is expectedlie last week of March 2013. As an orphan desighatdication, the patient population
available for participation in the PICASSO 3 tigenerally limited. If we cannot meet our fordedsprimary endpoint, or the primary
endpoint is delayed for other reasons, the del#lypastpone our receipt of results from the triatlaconsequently, our ability, if positive, to
submit a corresponding NDA with FDA for regulat@pgproval in accordance with our plans. See alseK'Ractors—Our product candidates
are in various stages of clinical trials, which arery expensive and time-consuming. We cannotriercevhen we will be able to file an NDA
or BLA with the FDA and any failure or delay in quleting clinical trials for our product candidatesuld harm our busines$

We have received Orphan Drug designations for gefiimide for the treatment of soft tissue sarcoamaksdarinaparsin for the treatment of
peripheral T-cell ymphoma in both the United S¢aded Europe, and we may be able to receive addit@rphan Drug designation from the
FDA and EMA for other product candidates. In thatkkh States, orphan designation is available tgslintended to treat, diagnose or preven
a rare disease or condition that affects fewer #@hH000 people in the U.S. at the time of applicator orphan designation. Orphan
designation qualifies the sponsor of the productHte tax credit and marketing incentives. The fonsor to receive FDA marketing approva
for a drug with an orphan designation is entitie@ tseven-year exclusive marketing period in tHe. br that product for that indication and,
typically, a waiver of the prescription drug usee ffor its marketing application. However, a drogttthe FDA considers to be clinically
superior to, or different from, another approvegham drug, even though for the same indication, atsy obtain approval in the U.S. during
the seven-year exclusive marketing period. Orphrag dxclusive marketing rights may also be losihé FDA later determines that the reques
for designation was materially defective or if thanufacturer is unable to assure sufficient quanfithe drug. There is no guarantee that any
of our other product candidates will receive Orpbaing designation or that, even if such productiadate is granted such status, the product
candidate’s clinical development and regulatoryrapal process will not be delayed or will be sustels

In addition, we or the FDA may suspend our clinicalls at any time if it appears that we are ekpgpgparticipants to unacceptable health risks
or if the FDA finds deficiencies in our IND submiims or in the conduct of these trials.

We may not be able to commercialize any produces)agate significant revenues, or attain profitahiii

To date, none of our product candidates have bgeroaed for commercial sale in any country. Thecpes to develop, obtain regulatory
approval for, and commercialize potential drug ddatds is long, complex, and costly. Unless and wet receive approval from the FDA
and/or other regulatory authorities for our prodeemdidates, we cannot sell our drugs and willhase product revenues. Even if we obtain
regulatory approval
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for one or more of our product candidates, if we@mable to successfully commercialize our prodwetsmay not be able to generate suffic
revenues to achieve or maintain profitability, @continue our business without raising significagditional capital, which may not be
available. Our failure to achieve or maintain padfility could negatively impact the trading priceour common stock.

The technology on which our Channel Agreement wititrexon Corporation is based in part on early stagechnology in the field of huma
oncologic therapeutics.

Our Channel Agreement with Intrexon contemplatasusing Intrexons advanced transgene engineering platform forah&alled and precis
cellular production of anti-cancer effectors. Theivo effector platform in which we have acquired righgpresents early-stage technology in
the field of human oncologic biotherapeutics, withl-CTI-001 having completed a Phase 1b study aidAXTI-001 currently in a Phase 2
study, both in melanoma. Although we plan to legertntrexon’s synthetic biology platform for addital products targeting key pathways
used by cancers to grow and metastasize, we mayergiccessful in developing and commercializimgé¢hproducts for a variety of reasons.
The risk factors set forth herein that apply to smnall molecule drug candidates, which are in vweristages of development, also apply to
product candidates that we seek to develop unde€Cbannel Agreement with Intrexon.

We will incur additional expenses in connection wibur Channel Agreement with Intrexon Corporation.

Thein vivo effector platform, in which we have acquired rigfiscancer from Intrexon, includes two existingguct candidates, DC-RTS-IL-
12 and Ad-RTS-IL-12. Upon entry into the Channelégment with Intrexon, we assumed responsibilitytiie clinical development of these
product candidates, which we expect will incre&selével of our overall research and developmepégses significantly going forward.
Although all human clinical trials are expensivel alifficult to design and implement, we believettiae to complexity, costs associated with
clinical trials for synthetic biology products ageeater than the corresponding costs associatédclirical trials for small molecule candidates.
In addition to increased research and developnesiscwe have added, and continue to add, headiopatt to support our Channel
Agreement endeavors, which will add to our genanal administrative expenses going forward.

Although our forecasts for expenses and the seffigy of our capital resources takes into accounptauns to develop the Intrexon products,
we assumed development responsibility for thesdywts on January 6, 2011, and the actual costsiagst therewith may be significantly in
excess of forecasted amounts. In addition to theustrand timing of expenses related to the clinigals, our actual cash requirements may
vary materially from our current expectations faruanber of other factors that may include, butrarelimited to, changes in the focus and
direction of our development programs, competitine technical advances, costs associated withebelapment of our product candidates
and costs of filing, prosecuting, defending andeeihg our intellectual property rights. If we exisaour capital reserves more quickly than
anticipated, regardless of the reason, and werabkl@ to obtain additional financing on terms atakle to us or at all, we will be unable to
proceed with development of some or all of our piddtandidates on expected timelines and will beefth to prioritize among them.

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 defmaded an ability to perform the
functions necessary for the successful commerat#dia of any product candidates. The successfuheeroialization of any product candida
will require us to perform a variety of functioris¢luding:

* Continuing to undertake preclinical development elimical trials;
» Participating in regulatory approval proce

* Formulating and manufacturing products; i

» Conducting sales and marketing activiti
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Our operations have been limited to organizing staffing our company, acquiring, developing andusieg our proprietary product
candidates, and undertaking preclinical and clirtigals of our product candidates. These operatimovide a limited basis for you to assess
our ability to commercialize our product candidades the advisability of investing in our secustie

Because we currently neither have nor intend toaddish internal research capabilities, we are deglemt upon pharmaceutical an
biotechnology companies and academic and other agskers to sell or license us their product candida and technology.

Proposing, negotiating, and implementing an econallyi viable product acquisition or license is agthy and complex process. We compete
for partnering arrangements and license agreemtitgpharmaceutical, biopharmaceutical, and biatedtgy companies, many of which hz
significantly more experience than we do, and regsificantly more financial resources. Our comipesi may have stronger relationships v
certain third parties including academic reseanstitutions, with whom we are interested in colla@timg and may have, therefore, a
competitive advantage in entering into partnerirgragements with those third parties. We may nailide to acquire rights to additional
product candidates on terms that we find acceptablat all.

We expect that any product candidate to which vegiige rights will require significant additional wlfopment and other efforts prior to
commercial sale, including extensive clinical tegtand approval by the FDA and applicable foregguiatory authorities. All drug product
candidates are subject to the risks of failure i@ehin pharmaceutical product development, incigdhe possibility that the product candidate
will not be shown to be sufficiently safe or effieetfor approval by regulatory authorities. Evewiir product candidates are approved, they
may not be economically manufactured or producebeasuccessfully commercialized.

We actively evaluate additional product candid&bescquire for development. Such additional proaactdidates, if any, could significantly
increase our capital requirements and place fugtiain on the time of our existing personnel, vahicay delay or otherwise adversely affect
the development of our existing product candidatés must manage our development efforts and clitiizds effectively, and hire, train and
integrate additional management, administrativd, sales and marketing personnel. We may not betafslecomplish these tasks, and our
failure to accomplish any of them could prevenfras successfully growing.

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 thingpetjnical trials, we will need to expand our
development, regulatory, manufacturing, marketing sales capabilities or contract with third partie provide for these capabilities. Any
future growth will place a significant strain onrananagement and on our administrative, operati@mal financial resources. Therefore, our
future financial performance and our ability to coercialize our product candidates and to compédéetafely will depend, in part, on our
ability to manage any future growth effectively. manage this growth, we must expand our facilitegyment our operational, financial and
management systems, and hire and train additiaraifigd personnel. If we are unable to managegoawth effectively, our business may be
harmed.

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

Our contract research and development activitiegimalve the controlled use of hazardous mateaald chemicals. Although we believe t
our safety procedures for using, storing, handéind disposing of these materials comply with feldstate and local laws and regulations, we
cannot completely eliminate the risk of accidemmalry or contamination from these materials. la #vent of such an accident, we could be
held liable for any resulting damages and any liigliould have a materially adverse effect on business, financial condition, and results of
operations. In addition, the federal, state andllavs and regulations governing the use, manufacstorage, handling and disposal of
hazardous or radioactive materials and waste ptednay require our contractors to incur substaxtahbpliance costs that could materially
adversely affect our business, financial conditamy results of operations.
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We rely on key executive officers and scientificcamedical advisors, and their knowledge of our sss and technical expertise would be
difficult to replace.

We are highly dependent on Dr. Jonathan LewisGhief Executive Officer, Dr. Hagop Youssoufian, &uesident of Research &
Development and Chief Medical Officer, Jason A. Ameour Executive Vice President and Chief Finah€fficer, Caesar J. Belbel, our
Executive Vice President and Chief Legal Officed anir principal scientific, regulatory, and mediedvisors. Dr. Lewis’, Dr. Youssoufian’s,
Mr. Amello’s and Mr. Belbel's employment are govednby written employment agreements. The employmgrégement with Dr. Lewis
provides for a term that expires in January 2014. Dewis and Youssoufian, and Messrs. Amello aath®& may terminate their employment
with us at any time, subject, however, to certain-compete and non-solicitation covenants. Thedbsise technical knowledge and
management and industry expertise of Drs. LewisYaoubksoufian and Messrs. Amello and Belbel, or @fgur other key personnel, could
result in delays in product development, loss atamers and sales, and diversion of managemenirees) which could adversely affect our
operating results. We do not carry “key persore lifsurance policies on any of our officers or keyployees.

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

We will need to hire additional qualified personméth expertise in preclinical and clinical resdaend testing, government regulation,
formulation and manufacturing, and eventually, saled marketing. We compete for qualified individuaith numerous biopharmaceutical
companies, universities, and other research itistits. Competition for such individuals is interss®@ we cannot be certain that our search for
such personnel will be successful. Attracting agtdining qualified personnel will be critical torauccess. If we are unable to hire additional
qualified personnel, our ability to grow our busisenay be harmed.

We may incur substantial liabilities and may be wgdeed 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 caoinsuccessfully defend ourselves against
product liability claims, we may incur substantiabilities or be required to limit commercializati of our products, if approved. Even a
successful defense would require significant fif@rend management resources. Regardless of thieanewentual outcome, liability claims
may result in:

» Decreased demand for our product candidi

* Injury to our reputation

»  Withdrawal of clinical trial participant:

»  Withdrawal of prior governmental approva

» Costs of related litigatior

e Substantial monetary awards to patie

* Product recalls

* Loss of revenue; ar

e The inability to commercialize our product candeta

We currently carry clinical trial insurance and gwat liability insurance. However, an inability ienew our policies or to obtain sufficient
insurance at an acceptable cost could prevenhibitrthe commercialization of pharmaceutical protdithat we develop, alone or with
collaborators.
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RISKS RELATED TO THE CLINICAL TESTING, REGULATORY A PPROVAL AND MANUFACTURING OF OUR PRODUCT
CANDIDATES

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

We may not be able to obtain the approvals necgssaommercialize our product candidates, or anglpct candidate that we may acquire o
develop in the future for commercial sale. We wédkd FDA approval to commercialize our product adeteés in the United States and
approvals from regulatory authorities in foreignigdictions equivalent to the FDA to commercialamg product candidates in those
jurisdictions. In order to obtain FDA approval ofygproduct candidate, we must submit to the FDA&® or BLA demonstrating that tt
product candidate is safe for humans and effeéivés intended use. This demonstration requiigsicant research and animal tests, which
are referred to as preclinical studies, as welllanan tests, which are referred to as clinicalstri@atisfaction of the FDA's regulatory
requirements typically takes many years, dependpun the type, complexity, and novelty of the prdiandidate, and will require substan
resources for research, development, and testiregcafinot predict whether our research, developraadtglinical approaches will result in
drugs that the FDA will consider safe for humand affective for their intended uses. The FDA hdsstantial discretion in the drug approval
process and may require us to conduct additioredlipical and clinical testing or to perform posaiketing studies. The approval process ma;
also be delayed by changes in government reguldtiture legislation, or administrative action tiacges in FDA policy that occur prior to or
during our regulatory review. Delays in obtainirgulatory approvals may:

» Delay commercialization of, and our ability to deriproduct revenues from, our product candid:
* Impose costly procedures on us; i
» Diminish any competitive advantages that we magiotise enjoy

Even if we comply with all FDA requests, the FDAyndtimately reject one or more of our NDAs or BLA&e cannot be sure that we will
ever obtain regulatory clearance for any of oudprt candidates. Failure to obtain FDA approvaldiar product candidates will severely
undermine our business by leaving us without aafiddeproduct, and therefore without any potengaknue source, until another product
candidate can be developed. There is no guarameeve will ever be able to develop or acquire heoproduct candidate or that we will
obtain 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 approval processes generallydtecall of the risks associated with the FDA appigrocedures described above.

Our product candidates are in various stages ohdal trials, which are very expensive and time-gaming. We cannot be certain when we
will be able to submit an NDA or BLA to the FDA anahy failure or delay in completing clinical trial$or our product candidates could
harm our business.

Our product candidates are in various stages afldpment and require extensive clinical testingtvithistanding our current clinical trial
plans for each of our existing product candidatesmay not be able to commence additional triakseerresults from these trials within our
anticipated timelines. As such, we cannot preditt any certainty if or when we might submit an NDABLA for regulatory approval of our
product candidates or whether such an NDA or BLA g accepted. Because we do not anticipate gengn@venues unless and until we
submit one or more NDAs or BLAs and thereafter mbtaquisite FDA approvals, the timing of our NDABLA submissions and FDA
determinations regarding approval thereof, wiledtity affect if and when we are able to generatenaes.

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

Even if our clinical trials are completed as plathnge cannot be certain that their results willgup approval of our product candidates. The
FDA normally expects two randomized, well-contrdilRhase 3 pivotal studies in
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support of approval of an NDA or BLA. Our PICASSQrial, even if successful, may not be sufficiemstipport approval and we may be
required to conduct additional pivotal trials ofifisfamide in metastatic soft tissue sarcoma theotto obtain NDA approval. Success in
preclinical testing and early clinical trials doest ensure that later clinical trials will be sussil, and we cannot be certain that the results of
later clinical trials will replicate the results pfior clinical trials and preclinical testing. Thénical trial process may fail to demonstratettha
our product candidates are safe for humans andtieféefor the indicated uses. This failure wouldi®a us to abandon a product candidate anc
may delay development of other product candid@ag.delay in, or termination of, our clinical tr&aill delay the submission of our NDAs or
BLAs with the FDA and, ultimately, our ability tommercialize our product candidates and generaigugt revenues. In addition, our clinical
trials involve small patient populations. Becausthe small sample size, the results of theseddirtials may not be indicative of future
results.

Because we are dependent upon clinical researchiingons and other contractors for clinical testgpand for research and developme
activities, the results of our clinical trials anduch research activities are, to a certain extemtyond our control.

We materially rely upon independent investigatord eollaborators, such as universities and medtissitutions, to conduct our preclinical and
clinical trials under agreements with us. Thesébolrators are not our employees and we cannotadhe amount or timing of resources that
they devote to our programs. These investigatorsmaassign as great a priority to our programgussue them as diligently as we would if
we were undertaking such programs ourselves. Hidetcollaborators fail to devote sufficient tinmedaesources to our drug development
programs, or if their performance is substandére approval of our FDA applications, if any, and mtroduction of new products, if any, will
be delayed. These collaborators may also haveaesdtips with other commercial entities, some obmhmay compete with us. If our
collaborators assist our competitors to our detnimeur competitive position would be harmed.

Our reliance on third parties to formulate and maracture our product candidates exposes us to a nembf risks that may delay the
development, regulatory approval and commerciali@atof our products or result in higher product cts

We do not have experience in drug formulation onuafiacturing of drugs or biologics and do not intémestablish our own manufacturing
facilities. Although we will work closely with angtly upon Intrexon on the manufacturing and scal@funtrexon product candidates, we lack
the resources and expertise to formulate or maturiaour own product candidates. We currently argracting for the manufacture of our
product candidates. We intend to contract with @nmore manufacturers to manufacture, supply, stord distribute drug supplies for our
clinical trials. If a product candidate we devetwpacquire in the future receives FDA approval wilerely on one or more third-party
contractors or Intrexon to manufacture our produdts anticipated future reliance on a limited nemof third-party manufacturers exposes u:
to the following risks:

* We may be unable to identify manufacturers on aatx terms or at all because the number of palemi@nufacturers is limited
and the FDA must approve any replacement contrattos approval would require new testing and coamule inspections. In
addition, a new manufacturer would have to be egalcia, or develop substantially equivalent proesdsr, production of our
products after receipt of FDA approval, if ai

e Our third-party manufacturers might be unable tonfidlate and manufacture our products in the volamgkof the quality required
to meet our clinical needs and commercial needmyif

«  Our future contract manufacturers may not perfosmagreed or may not remain in the contract manufiact business for the time
required to supply our clinical trials or to sucsfedly produce, store, and distribute our produ

» Drug manufacturers are subject to ongoing periadennounced inspection by the FDA, the Drug Enfoera Administration and
corresponding state agencies to ensure strict Ganga with gooc
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manufacturing practices, or cGMP, and other govemtmegulations and corresponding foreign stand&#sdo not have control
over thirc-party manufacture’ compliance with these regulations and stand:

» If any thirdparty manufacturer makes improvements in the matwfag process for our products, we may not ownmay have ti
share, the intellectual property rights to the iatmn.

Each of these risks could delay our clinical tritte approval, if any, of our product candidatgshe FDA or the commercialization of our
product candidates or result in higher costs oridequs of potential product revenues.

RISKS RELATED TO OUR ABILITY TO COMMERCIALIZE OUR P RODUCT CANDIDATES

If we are unable either to create sales, marketiagd distribution capabilities or enter into agreemis with third parties to perform thes
functions, we will be unable to commercialize ourgpluct candidates successfull

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 products, wicirate allocating resources to the marketinggsahnd distribution of our proposed prodi
in North America and in certain other countriesyeger, we cannot assure that we will be able tckatasell, and distribute our products
successfully. Our future success also may deparmhri, on our ability to enter into and maintaifiaborative relationships for such
capabilities and to encourage the collaboratoraegic interest in the products under developneerd,such collaborator’s ability to
successfully market and sell any such producthodigh we intend to pursue certain collaborativaragements regarding the sale and
marketing of certain of our products, there ar@assurances that we will be able to establish ontaiai collaborative arrangements or, if we
able to do so, whether we would be able to conducbwn sales efforts. There can also be no asseithat we will be able to establish or
maintain relationships with third-party collabons@r develop irhouse sales and distribution capabilities. To Hierd that we depend on th
parties for marketing and distribution, any revenwe receive will depend upon the efforts of suitdtparties, and there can be no assurance
that such efforts will be successful. In addititiere can also be no assurance that we will betalmtearket and sell our products in the United
States or overseas.

If we are not able to partner with a third partylame not successful in recruiting sales and midkgtersonnel or in building a sales and
marketing infrastructure, we will have difficultpmmercializing our product candidates, which wdwddm our business. If we rely on
pharmaceutical or biotechnology companies withbdistaed distribution systems to market our produees will need to establish and maintain
partnership arrangements, and we may not be algletéw into these arrangements on acceptable taratsall. To the extent that we enter into
co-promotion or other arrangements, any revenueeeave will depend upon the efforts of third pegtthat may not be successful and that
will be only partially in our control.

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

The market for our product candidates is charaxdrby intense competition and rapid technologidatinces. If a product candidate receives
FDA approval, it will compete with a number of gkig and future drugs and therapies developed, faatured and marketed by others.
Existing or future competing products may provideager therapeutic convenience or clinical or otferefits for a specific indication than our
products, or may offer comparable performancelaivar cost. If our products fail to capture and mtain market share, we may not achieve
sufficient product revenues and our business wifies.

We will compete against fully integrated pharmamaltcompanies and smaller companies that arelimiding with larger pharmaceutical
companies, academic institutions, government agsrarid other public and private
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research organizations. Many of these competitave Iproducts already approved or in developmeraddition, many of these competitors,
either alone or together with their collaboratiwetpers, operate larger research and developmegtagms or have substantially greater
financial resources than we do, as well as siganifily greater experience in:

» Developing drugs and biopharmaceutic

» Undertaking preclinical testing and human clinitcalls;

» Obtaining FDA and other regulatory approvals ofgdrand biopharmaceutica
* Formulating and manufacturing drugs and biopharmmécas; anc

» Launching, marketing, and selling drugs and bioptzeuticals

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

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

» Perceptions by members of the healthcare communilyding physicians, about the safety and effectess of our drug
» Pharmacological benefit and c-effectiveness of our products relative to compefirgducts;
» Availability of coverage and adequate reimbursenfi@nour products from government or other healtagayors
» Effectiveness of marketing and distribution effdsjsus and our licensees and distributors, if amg
» The price at which we sell our produc
Because we expect sales of our current productidates, if approved, to generate substantiallpfadlur product revenues for the foreseeable

future, the failure of a drug to find market acesmte would harm our business and could require sedk additional financing in order to fund
the development of future product candidates.

Our ability to generate product revenues will berdhished if our drugs do not receive coverage frgrayors, sell for inadequate prices, or
patients are unable to obtain adequate levels afieursement.

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

* Government and health administration authoril
» Private health maintenance organizations and hewtivers; an
»  Other healthcare paye!

Patients who are prescribed medicine for the treatraf their conditions generally rely on thipdsty payors to reimburse all or part of the ¢
associated with their prescription drugs. Adeqeateerage and reimbursement from governmental hesakhprograms, such as Medicare and
Medicaid, and commercial payors is critical to nawduct acceptance. Coverage decisions may degenddlinical and economic standards
that disfavor new drug products when more estaddisir lower cost therapeutic alternatives are direavailable or subsequently become
available. Even if we obtain coverage for our paidiandidates, the resulting reimbursement payma¢es might not be adequate or may
require co-payments that patients find unacceptaigly. Patients are unlikely to use our product@dates unless coverage is provided and
reimbursement is adequate to cover a significarttggoof the cost of our product candidates.
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In addition, the market for our product candiddtesvhich we may receive regulatory approval wiipeénd significantly on access to third-
party payors’ drug formularies, or lists of medioas for which third-party payors provide coverage reimbursement. The industry
competition to be included in such formularies ofteads to downward pricing pressures on pharm&edebmpanies. Also, thirgarty payor:
may refuse to include a particular branded druitpé@ir formularies or otherwise restrict patientesxto a branded drug when a less costly
generic equivalent or other alternative is avadabl

Third-party payors, whether foreign or domesticgovernmental or commercial, are developing indregys sophisticated methods of
controlling healthcare costs. In addition, in theitedd States, no uniform policy of coverage anthirirsement for drug products exists among
third-party payors. Therefore, coverage and reimdument for drug products can differ significantigrh payor to payor. As a result, the
coverage determination process is often a faesuming and costly process that requires usawige scientific and clinical support for the |
of our products to each payor separately, withgsuence that approval will be obtained. If wewarable to obtain coverage of and adequate
payment levels for our product candidates frondtpiarty payors, physicians may limit how much odeinwhat circumstances they will
prescribe or administer them and patients may et purchase them. This in turn could affectatility to successfully commercialize our
products and impact our profitability, results geoations, financial condition, and future success.

In both the United States and certain foreign dictons, there have been a number of legislatheeragulatory proposals in recent years to
change the healthcare system in ways that couldditgur ability to sell our products profitably.Fexample, the Medicare Prescription Drug,
Improvement, and Modernization Act of 2003 estdigisa new Part D prescription drug benefit, whiebame effective January 1, 2006.
Under the prescription drug benefit, Medicare brierfies can obtain prescription drug coverage fpivate sector plans that are permitted to
limit the number of prescription drugs that areer@d in each therapeutic category and class onftvaiularies. If any of our product
candidates that are approved by the FDA are nalwidcluded on the formularies of these plans,ahility to market our products to the
Medicare population could suffer.

Furthermore, there have been and continue to herder of initiatives at the federal and state lekat seek to reduce healthcare costs. Most
recently, in March 2010, President Obama signemllaw the Patient Protection and Affordable He&l#lre Act, as amended by the Health
Care and Education Affordability Reconciliation Aot collectively the PPACA, which includes measui@ significantly change the way
healthcare is financed by both governmental andaf@iinsurers. Among the provisions of the PPACAngiortance to the pharmaceutical
industry are the following:

e an annual, nondeductible fee on any entity thatufaartures or imports certain branded prescriptiaysl and biologic agents,
apportioned among these entities according to thaiket share in certain government healthcarerpnog, beginning in 201.

e anincrease in the statutory minimum rebates a faaturer must pay under the Medicaid Drug Rebatgfm, retroactive to
January 1, 2010, to 23% and 13% of the average faetower price for most branded and generic druegpectively

« anew Medicare Part D coverage gap discount pragramhich manufacturers must agree to offer 509 tpof-sale discounts off
negotiated prices of applicable brand drugs tatldégoeneficiaries during their coverage gap perasda condition for the
manufacture’s outpatient drugs to be covered under Medicare®dveginning in 2011

» extension of manufacturers’ Medicaid rebate lisypild covered drugs dispensed to individuals wheoeanrolled in Medicaid
managed care organizations, effective March 2302

« expansion of eligibility criteria for Medicaid pragms by, among other things, allowing states terdffedicaid coverage to
additional individuals beginning in April 2010 abg adding new mandatory eligibility categories ¢ertain individuals with
income at or below 133% of the Federal Poverty Lbeginning in 2014, thereby potentially increasbagh the volume of sales
and manufacture’ Medicaid rebate liability
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» expansion of the entities eligible for discountslemthe Public Health Service pharmaceutical pgigirogram, effective in January
2010;

* new requirements to report certain financial areangnts with physicians and teaching hospitalsefisetl in the PPACA and its
implementing regulations, including reporting amsahsfer of valuetnade or distributed to teaching hospitals, prescsiband othe
healthcare providers and reporting any ownershipiavestment interests held by physicians and iheinediate family members
and applicable group purchasing organizations dutie preceding calendar year, with data collediioloe required beginning
August 1, 2013 and reporting to the Centers for ivkr@ & Medicaid Services, or CMS, to be requirgdvarch 31, 2014 and by
the 90th day of each subsequent calendar"

e anew requirement to annually report drug samlasrhanufacturers and distributors provide to phigss, effective April 1, 201z

» expansion of healthcare fraud and abuse laws,dimguhe False Claims Act and the Anti-Kickbackt8ta, new government
investigative powers, and enhanced penalties focompliance

» alicensure framework for follc-on biologic products

* anew Patient-Centered Outcomes Research Instituteersee, identify priorities in, and conduct gamative clinical effectiveness
research, along with funding for such resea

« creation of the Independent Payment Advisory Badnith, beginning in 2014, will have authority t@oenmend certain changes
the Medicare program that could result in reducaghpents for prescription drugs and those recomntamdacould have the effect
of law even if Congress does not act on the recamaiai#ns; ant

» establishment of a Center for Medicare Innovatio@MS to test innovative payment and service dejivaodels to lower Medica
and Medicaid spending, potentially including prgstoon drug spending beginning by January 1, 2!

Many of the details regarding the implementatiothef PPACA are yet to be determined, and at this,tit remains unclear the full effect that
the PPACA would have on our business. On June@B,2he U.S. Supreme Court upheld the constitatitynof the PPACA, excepting
certain provisions that would have required eaatesb expand its Medicaid programs or risk losih@f the state’s Medicaid funding. At this
time, it remains unclear whether there will be &anyher changes made to the PPACA, whether inquairt its entirety. Some states have
indicated that they intend to not implement certantions of the PPACA, and some members of th€i®ress are still working to repeal
PPACA. We cannot predict whether these challengiksantinue or other proposals will be made or ptgad, or what impact these efforts may
have on us.

In addition, in many foreign countries, particwatthe countries of the European Union, the pri@hgrescription drugs is subject to
government control. In some non-U.S. jurisdictidhg, proposed pricing for a drug must be approwefdri it may be lawfully marketed. The
requirements governing drug pricing vary widelynfreountry to country. For example, the EU providptons for its member states to restrici
the range of medicinal products for which theiriorl health insurance systems provide reimburséerghto control the prices of medicinal
products for human use. A member state may ap@®gecific price for the medicinal product or ityniastead adopt a system of direct or
indirect controls on the profitability of the commaplacing the medicinal product on the market. M&y face competition for our product
candidates from lower-priced products in foreigortoies that have placed price controls on pharotaa products. In addition, there may be
importation of foreign products that compete withr own products, which could negatively impact profitability.

We cannot predict the impact on our business oflegiglation or regulations that may be adoptethanfuture. The implementation of cost
containment measures or other healthcare reforrysgonesvent us from being able to generate reverttenarofitability, or commercialize our
products.
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If we fail to comply with federal and state healthie laws, including fraud and abuse and health infoation privacy and security laws, w
could face substantial penalties and our businesssults of operations, financial condition and prpects could be adversely affected.

As a pharmaceutical company, even though we damabtvill not control referrals of healthcare seegior bill directly to Medicare, Medicaid
or other third-party payors, certain federal aradeshealthcare laws and regulations pertainingatadf and abuse and patients’ rights are and
will be applicable to our business. We could bgestttto healthcare fraud and abuse and patienagyivegulation by both the federal
government and the states in which we conduct osinless. The laws that may affect our ability terape include:

» the federal Anti-Kickback Statute, which constrains marketing practices, educational programsjmipolicies, and
relationships with healthcare providers or othdities, by prohibiting, among other things, soliti, receiving, offering or paying
remuneration, directly or indirectly, to induce,iereturn for, either the referral of an individwa the purchase or recommendation
of an item or service reimbursable under a fedegalthcare program, such as the Medicare and Mddicagrams

» federal civil and criminal false claims laws andilcmonetary penalty laws, which prohibit, amonget things, individuals or
entities from knowingly presenting, or causing éodresented, claims for payment from Medicare, ®eadi or other third-party
payors that are false or fraudule

» the federal Health Insurance Portability and Acdabitity Act of 1996, or HIPAA, which created neederal criminal statutes that
prohibit executing a scheme to defraud any healéhibanefit program or making false statementsingldb healthcare mattet

e HIPAA, as amended by the Health Information Techgglfor Economic and Clinical Health Act of 2009,ITECH, and its
implementing regulations, which imposes certairunegnents relating to the privacy, security andgraission of individually
identifiable health information; ar

» state and foreign law equivalents of each of trevaliederal laws, such as anti-kickback and faksiens laws which may apply to
items or services reimbursed by any third-partyopayncluding commercial insurers, and state amdi¢m laws governing the
privacy and security of health information in cérteircumstances, many of which differ from eachestin significant ways and
often are not preempted by HIPAA, thus complicattogpliance efforts

Because of the breadth of these laws and the naessof the statutory exceptions and safe harbaikable under the U.S. federal Anti-
Kickback Statute, it is possible that some of ausibess activities could be subject to challengieuone or more of such laws. To the extent
that any of our product candidates is ultimatelyl $o a foreign country, we may be subject to samfbreign laws and regulations. If we or our
operations are found to be in violation of anytef taws described above or any other governmesgalations that apply to us, we may be
subject to penalties, including civil and crimipanalties, damages, fines, exclusion from partimpan U.S. federal or state health care
programs, and the curtailment or restructuringwfaperations. Any penalties, damages, fines, ibuneat or restructuring of our operations
could materially adversely affect our ability toespte our business and our financial results. Aigihocompliance programs can mitigate the
risk of investigation and prosecution for violatsoof these laws, the risks cannot be entirely elat@d. Any action against us for violation of
these laws, even if we successfully defend agéinstuld cause us to incur significant legal exgeEnand divert our management'’s attention
from the operation of our business. Moreover, adhggand sustaining compliance with applicable fatland state privacy, security and fraud
laws may prove costly.

Our ability to use net operating loss carryforwartts reduce future tax payments may be limited ostrécted.

We have generated significant net operating losyfwawards, or NOLSs, as a result of our incurren€ééosses since inception. We generally
are able to carry NOLs forward to reduce taxabt®me in future years. However, our ability to atlithe NOLs is subject to the rules of
Section 382 of the Internal Revenue Code. Seci@hggnerally restricts the use of NOLs after anrfexghip change.” An ownership change
occurs if, among other things, the stockholdersfarcified groups of stockholders) who own or haweed, directly or indirectly, 5%
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or more of a corporation’s common stock or are otise treated as 5% stockholders under Sectiora882he U.S. Treasury Department
regulations promulgated thereunder increase tlygiremate percentage ownership of that corporat&tn'sk by more than 50 percentage point:
over the lowest percentage of the stock owned égelstockholders over a three-year rolling pefiothe event of an ownership change,
Section 382 imposes an annual limitation on thewarhof taxable income a corporation may offset WNtBIL carry forwards. This annual
limitation is generally equal to the product of traue of the corporation’s stock on the date efdalwnership change, multiplied by the long-
term tax-exempt rate published monthly by the maéRevenue Service. Any unused annual limitatiay fve carried over to later years until
the applicable expiration date for the respecti@_Narry forwards. We may have experienced an “aalmp change” within the meaning of
Section 382 in the past. As a result, our NOLs lagubject to limitations and we may be requireplatp taxes earlier and in larger amounts
than would be the case if our NOLs were freely lesab

RISKS RELATED TO OUR INTELLECTUAL PROPERTY

If we fail to adequately protect or enforce our &ltectual property rights or secure rights to patsrof others, the value of our intellectu
property rights would diminish

Our success, competitive position, and future raesiwill depend in part on our ability and the iéies of our licensors to obtain and maintain
patent protection for our products, methods, preegsind other technologies, to preserve our treatets, to prevent third parties from
infringing on our proprietary rights, and to operatithout infringing the proprietary rights of ttiparties.

To date, we have exclusive rights to certain Utsl. fareign intellectual property with respect ta small molecule product candidates and
respect to the Intrexon technology, including tkisting Intrexon product candidates. Under our CGlgh\greement with Intrexon, Intrexon
has the sole right to conduct and control thedginprosecution and maintenance of the patentpatedt applications licensed to us. Although
under the agreement Intrexon has agreed to conisigeod faith and consult with us regarding angnowents we may have regarding these
patents and patent applications, we cannot guardhét our comments will be solicited or follow&Wdithout direct control of the channel
program patents and patent applications, we arerdigmt on Intrexon to keep us advised of prosecupiarticularly in foreign jurisdictions
where prosecution information may not be publichgikable. We anticipate that we and Intrexon wi# fidditional patent applications both in
the United States and in other countries. Howewvergannot predict or guarantee:

» The degree and range of protection any patentsaffidtd us against competitors, including whetlnéndt parties will find ways to
invalidate or otherwise circumvent our pate

» If and when patents will be issue
*  Whether or not others will obtain patents claimsudpject matter related to or relevant to our prodaadidates; c
»  Whether we will need to initiate litigation or adwstrative proceedings that may be costly whethemin or lose

Changes in patent laws or in interpretations ofpaliaws in the United States and other countrigg diminish the value of our intellectual
property or narrow the scope of our patent prabectin September 2011, the Leahy-Smith Americaritséct, or the Leahy-Smith Act, was
signed into law, resulting in a number of signifitehanges to U.S. patent law. These changes imgualisions that affect the way patent
applications will be prosecuted and may also affatént litigation. In addition, the U.S. Suprenmu@ has ruled on several patent cases in
recent years, either narrowing the scope of paeriection available in certain circumstances oakeming the rights of patent owners in
certain situations. This combination of events ¢r@sted uncertainty with respect to the value oémia, once obtained, and with regard to our
ability to obtain patents in the future. As the UP&tent and Trademark Office continues to implérties Leahy-Smith Act, and as the federal
courts have the opportunity to interpret the Le&nyith Act, the laws and regulations governing piateand the rules regarding patent
procurement could change in unpredictable wayswoatd weaken our ability to obtain new patentscoenforce our existing patents and
patents that we might obtain in the future.
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Certain technologies utilized in our research aeektbpment programs are already in the public donMoreover, a number of our
competitors have developed technologies, filedrgatpplications or obtained patents on technologiespositions and methods of use tha
related to our business and may cover or conflittt aur owned or licensed patent applications, nebbgies or product candidates. Such
conflicts could limit the scope of the patents thvatmay be able to obtain or may result in thect&je of claims in our patent applications.
Because patent applications in the United Statdsyaamy foreign jurisdictions are typically not pighled until eighteen months after filing, or
in some cases not at all, and because publicatibdiscoveries in the scientific literature ofteglbehind actual discoveries, neither we nor oL
licensors can be certain that others have not élethaintained patent applications for technologgdiby us or covered by our pending patent
applications without our being aware of these aapions. In addition, our own earlier filed pateatsl applications or those of Intrexon may
limit the scope of later patents we obtain or nesuit in the rejection of claims in our later filpdtent applications. If third parties filed patent
applications or obtained patents on technologiesipositions and methods of use that are relatedrtdusiness and that cover or conflict with
our owned or licensed patent applications, tectgie®or product candidates, we may be requiretidtienge such protection, terminate or
modify our programs impacted by such protectionhiain licenses from such third parties, which right be available on acceptable terms,
or at all.

Our success also depends upon the skills, know]edgeexperience of our scientific and technicaspenel, our consultants and advisors, as
well as our licensors and contractors. To helpgmipbur proprietary know-how and our inventionsvidrich patents may be unobtainable or
difficult to obtain, we rely on trade secret prdiec and confidentiality agreements. To this ehds our general policy to require our
employees, consultants, advisors, and contraataater into agreements that prohibit the disclsdrconfidential information and, where
applicable, require disclosure and assignment tf tise ideas, developments, discoveries, and twenimportant to our business. These
agreements may not provide adequate protectioouotrade secrets, know-how or other proprietafgrination in the event of any
unauthorized use or disclosure or the lawful dgwelent by others of such information. If any of tnaide secrets, know-how or other
proprietary information is disclosed, the valueoaf trade secrets, know-how and other proprietgtyts would be significantly impaired and
our business and competitive position would suffer.

Third-party claims of intellectual property infringment would require us to spend significant timecamoney and could prevent us from
developing or commercializing our products.

In order to protect or enforce patent rights, wdntrexon, may initiate patent infringement littggan against third parties. Similarly, we may be
sued by others for patent infringement. We also begome subject to proceedings conducted in theRAt&nt and Trademark Office,
including interference proceedings to determineptfierity or derivation of inventions, or post-gtamview, inter partes review, or
reexamination proceedings reviewing the patentgtifi our patented claims. In addition, any forefatents that are granted may become
subject to opposition, nullity, or revocation predegs in foreign jurisdictions having such prodagd. The defense and prosecution, if
necessary, of intellectual property actions arglgasd divert technical and management personmaydrom their normal responsibilities.

Our research, development and commercializatiomities, as well as any product candidates or petaltesulting from these activities, may
infringe or be claimed to infringe patents or patgpplications under which we do not hold licensesther rights. Patents do not protect its
owner from a claim of infringement of another owagratent. Therefore, our patent position canndt@wes not provide any assurance that w
are not infringing the patent rights of another.

The patent landscape in the field of syntheticdmgl which we are pursuing under our Channel Agergrwith Intrexon, is particularly
complex. We are aware of numerous U.S. and foneégents and pending patent applications of thirtiggthat cover compositions, methods
of use and methods of manufacture of synthetioiplincluding biotherapeutics involving tirevivoexpression of human IL-12. In addition,
there may be patents and patent applications ifigfteof which we are not aware. The technologyliwense from Intrexon
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is early-stage technology and we are just beginttisgprocess of designing and developing prodiwgitguthis technology. Although we will
seek to avoid pursuing the development of prodiletsmay infringe any patent claims that we beli@vbe valid and enforceable, we may fail
to do so. Moreover, given the breadth and numbetaifns in patents and pending patent applicatiomise field of synthetic biology and the
complexities and uncertainties associated with thbird parties may allege that we are infringinmpn patent claims even if we do not believe
such claims to be valid and enforceable.

If a claim for patent infringement is assertedréhean be no assurance that the resolution ofiélira evould permit us to continue marketing
the relevant product on commercially reasonablmdeif at all. We may not have sufficient resourtmebring these actions to a successful
conclusion. If we do not successfully defend arfsinigement actions to which we become a party ensrable to have infringed patents
declared invalid or unenforceable, we may haveatpsubstantial monetary damages, which can bedtipthe infringement is deemed willfi
or be required to discontinue or significantly get@mmercialization and development of the affeqemtiucts.

Any legal action against us or our collaboratoesming damages and seeking to enjoin developmentalarketing activities relating to
affected products could, in addition to subjectisgto potential liability for damages, require uor collaborators to obtain licenses to
continue to develop, manufacture, or market thecaéfd products. Such a license may not be avaitahle on commercially reasonable terms,
if at all.

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

If we breach any of the agreements under which weehse rights to products or technology from othgwge could lose license rights that a
material to our business or be subject to claimsday licensors.

We license rights to products and technology th@iraportant to our business, and we expect ta émtiee additional licenses in the future. For
instance, we have exclusively licensed patentgateht applications under our Channel Agreemertt lmirexon. Under these agreements, we
are subject to a range of commercialization anc:ibgment, sublicensing, royalty, patent prosecusiot maintenance, insurance and other
obligations.

Any failure by us to comply with any of these obliipns or any other breach by us of our licenseemgents could give the licensor the right tc
terminate the license in whole, terminate the esiekinature of the license or bring a claim agaisstor damages. Any such termination or
claim could have a material adverse effect on manicial condition, results of operations, liguditr business. Even if we contest any such
termination or claim and are ultimately successfuth dispute could lead to delays in the developmecommercialization of potential
products and result in time-consuming and experigigation or arbitration. On termination we mag kequired to license to the licensor any
related intellectual property that we developed.

In addition, in certain cases, the rights licenseds are rights of a third party licensed to acersor. In such instances, if our licensors do not
comply with their obligations under such licensas, rights under our license agreements with @@nisor may be adversely affected.

OTHER RISKS RELATED TO OUR COMPANY
We are subject to Sarbanes-Oxley and the reportiaquirements of federal securities laws, which che expensive.

As a public reporting company, we are subject ®3hrbanes-Oxley Act of 2002, as well as to thermétion and reporting requirements of
the Securities Exchange Act of 1934, as amendeatiedExchange Act, and other federal securitieslas a result, we incur significant legal,
accounting, and other expenses that we would ot ias a private company, including costs assatiatdh our public company reporting
requirements and corporate governance requiremgs@n example of public reporting company requiats, we evaluate the
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effectiveness of disclosure controls and procedaneisof our internal control over financing repogtin order to allow management to report
on such controls. Sarbanes-Oxley generally reqtiasa public reporting compargyindependent registered public accounting firrasitto th
effectiveness of the company’s internal controlrdireancial reporting as of the end of each figagdr in the company’s annual report on Formr
10-K. In addition, any updates to our finance accbanting systems, procedures and controls, whieh Ine required as a result of our ongoing
analysis of internal controls, or results of tegtioy our independent auditor, may require signifidane and expense. As a company with
limited accounting resources, a significant amafmhanagement’s time and attention has been andaevitinue to be diverted from our
business to ensure compliance with these regulatopyirements. This diversion of management’s timé attention may have a material
adverse effect on our business, financial condiiod results of operations.

Management is working to continuously monitor amgiiove internal controls and has set in place otgto mitigate the potential segregation
of duties risk. In the event significant deficiesgior material weaknesses are identified in oeriatl control over financial reporting that we
cannot remediate in a timely manner, or if we arahle to receive a positive attestation from odefrendent registered public accounting firm
with respect to our internal controls over finahe&porting, investors and others may lose configen the reliability of our financial
statements and the trading price of our commorksiad ability to obtain any necessary equity ortdielancing could suffer. In addition, in t
event that our independent registered public adiogifirm is unable to rely on our internal consraver financial reporting in connection with
its audit of our financial statements, and in tintHer event that it is unable to devise alterratixocedures in order to satisfy itself as to the
material accuracy of our financial statements atated disclosures, we may be unable to file otiogi reports with the SEC. This would
likely have an adverse effect on the trading poteur common stock and our ability to secure apgassary additional equity or debt
financing, and could result in the delisting of @ammon stock from the NASDAQ Capital Market, whigbuld severely limit the liquidity of
our common stock.

Anti-takeover provisions in our charter documents andder Delaware law may make an acquisition of us,ielhmay 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 acquire us, everdibing so would benefit our stockholders. These isions authorize the issuance of “blank check
preferred stock that could be issued by our bo#directors to increase the number of outstandirayess and hinder a takeover attempt, and
limit who may call a special meeting of stockhokldn addition, Section 203 of the Delaware Gen€poration Law generally prohibits a
publicly-held Delaware corporation from engagingibusiness combination with a party that ownsadstl 15% of its common stock unless the
business combination is approved by the comparyesdof directors before the person acquires t8é @&nership stake or later by its board
of directors and two-thirds of its stockholderscbmnection with our January 2011 issuance of shaireommon stock to Intrexon in a private
placement transaction, our board of directors whibhe Section 203 prohibition with respect to aifatbusiness combination with Intrexon.
However, the Stock Purchase Agreement governing issaance contains a standstill provision thaegaty prohibits Intrexon from seeking,
initiating, offering or proposing to effect sucliransaction prior to January 6, 2014 without owiting them to do so. Section 203 and this
standstill provision could have the effect of déhgy deferring or preventing a change in contrat thur stockholders might consider to be in
their best interests.

Because we do not expect to pay dividends, youneillrealize any income from an investment in owwromon stock unless and until you s
your shares at profit

We have never paid dividends on our capital stoxkwe do not anticipate that we will pay any divide for the foreseeable future.
Accordingly, any return on an investment in us Ww#l realized, if at all, only when you sell shasésur common stock.

Item 1B. Unresolved Staff Commen
None.
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Item 2. Properties

Our corporate office is located at 1180 Avenuehef Americas, 2@ Floor, New York, NY 10036. The Néark office space is subject to a
lease agreement that expires in October 2018. Uhdderms of the lease, we lease approximatelgrsthousand square feet and are requirec
to make rental payments at an average monthlyofapproximately $35 thousand through the remaindéne term of the lease. We also
maintain business and development operations itoBpMA in an office facility that occupies apprmately twenty-six thousand square feet.
The Boston office space consists of four floorsahitare leased pursuant to a lease agreement fhieg®August 2016 under which we are
required to make rental payments at an averagehiyomtte of approximately $61 thousand throughrémeainder of the lease term. We also
lease office space in Germantown, MD. The Marylafiite space is subject to a lease agreement Xpates in March 2014. On July 16, 20:
the Germantown, Maryland office was closed. Unterterms of the lease, we lease approximately hwodand square feet and are require
make rental payments at an average monthly raapmfoximately $4 thousand through the remaindén@fease (see Note 8 to the financial
statements, Commitments and Contingencies).

Item 3. Legal Proceeding

In the ordinary course of business, we may peraljibecome subject to legal proceedings and clairiséng in connection with ongoing
business activities. The results of litigation afeims cannot be predicted with certainty, and vafable resolutions are possible and could
materially affect our results of operations, cdelw$ or financial position. In addition, regardlegshe outcome, litigation could have an
adverse impact on us because of defense costssidive®f management resources and other factors.

While the outcome of these proceedings and claansat be predicted with certainty, there are naenstas of December 31, 2012, that, ir
opinion of management, might have a material adveffect on our financial position, results of g&ms or cash flows.

Item. 4. Mine Safety Disclosure
Not applicable
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PART Il
Item 5. Market for Common Equity and related Stoakdders Matters
Market for Common Stocl

Our common stock trades on the NASDAQ Capital Madkeler the symbol “ZIOP.The following table sets forth the high and lowesatices
for our common stock during each quarter withintthe most recently completed fiscal years as regbbty the NASDAQ Capital Market.

2012 2011
Quarter Ended High Low High Low
March 31 $5.6¢ $4.1¢F $6.2¢F $4.72
June 3( $6.0C $4.3¢ $7.7C $5.8¢
September 3 $6.22 $4.97 $6.07 $4.41
December 3: $5.3¢€ $3.9¢ $5.2C $3.8¢

Record Holders

As of February 13, 2013, we had approximately 1318drs of record of our common stock, one of whigts Cede & Co., a nominee for
Depository Trust Company, or DTC. Shares of comstook that are held by financial institutions asnimeees for beneficial owners are
deposited into participant accounts at DTC, anccarssidered to be held of record by Cede & Co.nesstockholder. As of February 13, 2013,
we had approximately 10,049 beneficial holderswof@mmon stock.

Dividends
We have never declared or paid a cash dividenduogammon stock and do not anticipate paying aisy chvidends in the foreseeable future.

Recent Sales of Unregistered Securit

On November 7, 2012, we issued 3,636,926 sharegrafommon stock, which we refer to as the Milest8hares, to Intrexon under the terms
of our Stock Purchase Agreement with Intrexon ddsetuary 6, 2011. Under the terms of the Stocklase Agreement, we agreed to issut
Milestone Shares under certain conditions uponngdpsf the first patient in a ZIOPHARM-conducted Bé& clinical trial in the Unites States,
or similar study as the parties may agree in awguther than the United States, of a product watd that is created, produced, developed o
identified directly or indirectly by us during therm of the Channel Agreement and that, subjecettin exceptions, involves DNA
administered to humans for expression of anti-caeffectors for the purpose of treatment or propkid of cancer. On October 24, 2012, the
Company initiated dosing in a Phase 2 study of ZIN-001 for unresectable Stage Il or IV melanoriraggering the issuance of the
Milestone Shares.

The offer and sale of the Milestone Shares wasewstered under the Securities Act of 1933, asna®e and, therefore, may not be offered o
sold in the United States absent registration axglicable exemption from registration requirensefbor this issuance, we relied on the
exemption from federal registration under Secti(®) 4f the Securities Act and/or Rule 506 promudgathereunder, based on our belief that
the offer and sale of the shares did not involpeilalic offering as Intrexon is an “accredited inwe$as defined under Section 501 promulg
under the Securities Act and no general solicitei@s involved in the issuance and sale.
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Issuer Purchases of Equity Securiti¢

During the three months ended December 31, 201punehased 107,413 shares of restricted stock énmployees to cover withholding taxes
due from the employees at the time that applicaisfeiture restrictions lapsed. The following talpkovides information about these purchase:
of restricted shares for the three months ende@mber 31, 2012:

Average Price Pa
Total Number o

Perioc Shares Purchas Per Share (¢

October 1 to 31, 2012 — $ —
November 1 to 30, 201 — $ —
December 1 to 31, 201 107,41 $ 4.1¢
Total 107,41:

Stockholder Return Compariso

The information included in this section is not thegl to be “soliciting material” or to be “filed” ¥ the SEC or subject to Regulation 14A or
14C under the Exchange Act or to the liabilitiesSettion 18 of the Exchange Act, and will not berded to be incorporated by reference into
any filing under the Securities Act or the Exchagg except to the extent we specifically incomgerit by reference into such a filing.

The graph below matches the cumulative 5-year tetarn of holders of our common stock with the alative total returns of the NASDAQ
Composite index and the NASDAQ Biotechnology indBlxe graph assumes that the value of the investmenir common stock and in each
of the indexes (including reinvestment of dividendss $100 on December 31, 2007 and tracks it ir@@ecember 31, 2012.

Camparison of 5 Year Curmulalive Tolal Rebim
Assumes initlal Investment of $100
December 2012
200.00 T
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e 2| OIPHARR Dincology. inc. e WA SDAG Composibe: Total Retums WASDAT Biokechnology hden

43



Table of Contents

Item 6. Selected Financial Dat

The selected financial data presented below has dexéved from our financial statements. This daty not be indicative of our future
financial condition or results of operations andudtl be read in conjunction with “Management’s Dission and Analysis of Financial
Condition and Results of Operations” and our finalhgtatements and accompanying notes includeavbise herein.

Statements of Operations Data
Research contract reven

Total operating expens:

Loss from operation

Other income, ne

Change in fair value of warrar
Net loss

Basic and diluted net loss per sh

Weighted average number of common shares outsignoasic
and dilutec

Balance Sheet Data
Cash and cash equivalel
Total asset

Warrant liabilities

Total liabilities
Stockholder' equity

Year Ended December 31

2012 2011 2010 2009 2008
(in thousands, except per share amount:

$ 80C $ 667 $ — $ — $ —
102,96 72,06 24,54¢ 12,12: 25,61¢
(102,169 (71,400 (24,54¢) (12,129 (25,619
13 39 765 13 38¢

6,05( 7,58¢ (8,88¢) 4,461 —
(96,137 (63,779 (32,670 (7,649 (25,237)
$ (12) $ (099 $ (0.7) $ (03) $ (1.19
78,54¢ 66,00 46,00¢ 23,10¢ 21,23

Year Ended December 31
2012 2011 2010 2009 2008
(in thousands)

$ 73,30¢ $104,71: $ 60,39: $ 48,83¢ $11,37¢
83,40 108,10¢ 61,52( 49,73¢ 12,57

12,96: 19,42¢ 27,31 18,47: —
34,95¢ 36,50! 30,967 21,63: 5,83«
48,44! 71,60 30,55 28,10¢ 6,73¢
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Item 7.Management Discussion and Analysis of Financial Cdition and Results of Operations

The following “Management’s Discussion and Analysfig-inancial Condition and Results of Operatiorss'well as disclosures included un
the heading “Business” and elsewhere in this FddrK linclude “forward-looking statements” withindlmeaning of the Private Securities
Litigation Reform Act of 1995. This Act providessafe harbor for forward-looking statements to enage companies to provide prospective
information about themselves so long as they ifietliese statements as forward-looking and promidaningful cautionary statements
identifying important factors that could cause attesults to differ from the projected resultsl gthtements other than statements of historice
fact we make in this Form 10-K are forward-lookitg particular, statements preceded by, followeabthat include the words “intends”,
“estimates”, “plans”, “believes”, “expects”, “anijates”, “should”, “could” or similar expressiorare forward-looking statements. These
statements include, but are not limited to, statémeegarding future sales and operating resultsytly and trends of our company and our
industry, generally; growth of the markets in whigé participate; international events; product pemiance; the acquisition of or investment ir
other entities; the construction of new or refunbignt of existing facilities by us; our ability $occessfully develop and commercialize our
therapeutic products; our ability to expand ouiglkberm business opportunities; financial projectiand estimates and their underlying
assumptions; and future performance. All of suelteshents are subject to certain risks and uncégajrmany of which are difficult to predict
and generally beyond our control, that could cagteal results to differ materially from those eeg®ed in, or implied or projected by, the
forward-looking information and statements. Thasksrand uncertainties include, but are not limitedvhether Palifosfamide, Ad-RTS 12,
DC-RTS IL-12, Darinaparsin, Indibulin, or any ofraather therapeutic products will advance furtimethie clinical trials process and whether
and when, if at all, they will receive final apped¥rom the FDA or equivalent foreign regulatoryeagies and for which indications; whether
Palifosfamide, Ad-RTS IL-12, DC-RTS IL-12, Darinapia, Indibulin, and our other therapeutic prodweils be successfully marketed if
approved; whether any of our synthetic biologyfplah discovery and development efforts will be segsful; our ability to achieve the results
contemplated by our collaboration agreements; titemgth and enforceability of our intellectual peoty rights; competition from
pharmaceutical and biotechnology companies; theldpment of and our ability to take advantage efritarket for DNA-based
biotherapeutics; our ability to raise additiongbital to fund our operations on terms acceptablgstaggeneral economic conditions; and the
other risk factors contained in this Annual Remmrt~orm 10-K. Forward-looking statements refleat cwrrent expectations and are inherently
uncertain. Our actual results may differ signifitafrom our expectations. We assume no obligatmapdate this forward-looking

information. The section herein entitled “Risk Fast describes some, but not all, of the factoed ttould 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 included in Item 8 of Paof this Form 10-K.

Business Overview

ZIOPHARM Oncology, Inc. is a biopharmaceutical canp that seeks to develop and commercialize a skvgortfolio of cancer drugs that
can address unmet medical needs through the litgeasid development of proprietary small moleculegdrandidates and the synthetic biol
platform. Our small molecule drug candidates al@ed to cancer therapeutics already on the markiet development and that can be
administered by intravenous, or IV, and/or oralidgsOur small molecule clinical programs includgifpsfamide (Z10-201), indibulin (ZIO-
301) and darinaparsin (Z10-101). We are also puastlie development of our synthetic biology platian the field of cancer pursuant to a
partnering arrangement with Intrexon Corporatianingrexon. Under the arrangement, we obtainedsiti Intrexons effector platform for us

in the field of oncology, which includes two exigdiclinical stage product candidates, ZIN-CTI-00AMC-RTS-IL-12 + AL) and ZIN-ATI-

001 (or Ad-RTS-IL-12 + AL). We plan to leveragerimton’s synthetic biology platform to develop prothuto stimulate key pathways used by
the body’s immune system to inhibit the growth ametastasis of cancers, adding significantly tossoall molecule drug development
portfolio and utilizing
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our capabilities to translate science to the pasetting. More detailed descriptions of palifosfde) indibulin, darinaparsin, ZIN-CTI-001 and
ZIN-ATI-001, and our clinical development plans &ach, are set forth in this report under the oagiBusiness—Product Candidates.”

Development Plans
We are currently pursuing several clinical progrdorsour small molecule and synthetic biology caladés, which include:

» palifosfamide (ZIO-201)—completing our Phase 3 pavdrial in first-line metastatic STS, entitledGASSO 3, and continuing
enrollment in our Phase 3 trial in SCLC, entitled MSSE.

e ZIN-CTI-001—completing a Phase 1b trial in patients with meti&sstnelanoma

*  ZIN-ATI-001—completing a Phase 1b trial in patientih late-stage melanoma, continuing enrolimendun Phase 2 trial in
patients with lat-stage melanoma and enrolling a Phase 2 trial 0-ATI-001 and palifosfamide for breast canc

* indibulin (ZIO-301—completing a Phase 1 trial in patients with metastaeast cance
» darinaparsin (ZI-101—working with Solasia in the licensed territory; @ssing future oral/lV opportunitie

We are also evaluating additional potential précsihcandidates and continuing discovery effortsead at identifying other potential product
candidates under our Channel Agreement with Intrexo

Our current plans involve using our principal im&rfinancial resources to develop palifosfamide emextend the synthetic biology program,
with the intention of ultimately partnering or othése raising additional resources to support fritlevelopment activities for all of our
product candidates. Based on these plans, we etgpxiur the following expenses during the nexgltve months: approximately $123.2
million on research and development expenses gmaeimately $29.1 million on general corporate addinistrative expenses. As of
December 31, 2012, we had approximately $73.3aoniltif cash and cash equivalents. This forecastg#reses is forward-looking information
that involves risks and uncertainties, and thea@mount of our expenses over the next twelve hwoould vary materially and adversely |
result of a number of factors, including the fastdiscussed in the “Risk Factors” section of tteport and the uncertainties applicable to our
forecast for the overall sufficiency of our capt@sources, which are discussed urfderLiquidity and Capital Resourcésbelow. We have
based our estimates on assumptions that may podse wrong, and our expenses could prove to béfisimily higher than we currently
anticipate.

Furthermore, the successful development of ouryrodandidates is highly uncertain. Product develept costs and timelines can vary
significantly for each product candidate, are difft to accurately predict, and will require usotatain additional funding, either alone or in
connection with partnering arrangements. Varioatusgs and regulations also govern or influencertheufacturing, safety, labeling, storage,
record keeping and marketing of each product. €hgthy process of seeking approval and the subseqampliance with applicable statutes
and regulations require the expenditure of subistaigisources. Any failure by us to obtain, or a@ejay in obtaining, regulatory approvals
could materially, adversely affect our businessdate, we have not received approval for the dadey product candidates in any market and
therefore, have not generated any revenues frorprodiuct candidates.

Financial Overview
Overview of Results of Operations
Revenue

We recognize research and development funding tevewer the estimated period of performance. We Imaw generated product revenues
since our inception. Unless and until we receiverayal from the FDA and/or other regulatory autties for our product candidates, we cal
sell our products and will not have product revenue
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Research and Development Expen

Our research and development expense consistsryimisalaries and related expenses for persomosts of contract manufacturing
services, costs of facilities and equipment, fesd {0 professional service providers in conjunctidgth our clinical trials, fees paid to research
organizations in conjunction with pre-clinical arihstudies, costs of materials used in researcldamnelopment, consulting, license and
milestone payments and sponsored research feesopthidd parties.

We have not accumulated and tracked our interisabtical research and development costs or ouopeed and personnel-related costs on a
program-byprogram basis. Our employee and infrastructureuress are allocated across several projects, angt ofaour costs are directed
broadly applicable research endeavors. As a regeltannot state the costs incurred for each obonaology programs on a program-by-
program basis.

In 2012, our clinical projects consisted primaodlytwo Phase 3 projects for our lead product caatdidpalifosfamide. The expenses for our
Phase 3 palifosfamide study in STS incurred byoukitd parties were $14.4 million for the year eddecember 31, 2012, and $34.7 million
from the project inception in July 2010 through Bexber 31, 2012. The expenses for our Phase 3 gfalifiide study in SCLC incurred by us
to third parties were $10.8 million for the yeaded December 31, 2012, and $10.8 million from tfogget inception in December 2011
through December 31, 2012.

Our future research and development expenses posugl our current and future programs will bejegbto numerous uncertainties in timing
and cost to completion. We test potential prodirctsumerous prelinical studies for safety, toxicology and effiga®Ve may conduct multipl
clinical trials for each product. As we obtain fés@rom trials, we may elect to discontinue oragetlinical trials for certain products in orde
focus our resources on more promising productadications. Completion of clinical trials may tad@veral years or more, and the length of
time generally varies substantially according ®tiype, complexity, novelty and intended use ofapct. It is not unusual for pre-clinical and
clinical development of each of these types of potslto require the expenditure of substantialueses.

We estimate that clinical trials of the type gefignaeeded to secure new drug approval are typicampleted over the following timelines:

Estimated

Completion
Clinical Phast Period
Phase | 1- 2year:
Phase I| 2 - 3year:
Phase lI 2 - 4year:

The duration and the cost of clinical trials mayywsignificantly over the life of a project as au#t of differences arising during clinical
development, including, among others, the following

» the number of clinical sites included in the trj

» the length of time required to enroll suitable p&te

« the number of patients that ultimately participat¢he trials;

» the duration of patient follo-up to ensure the absence of I-term produc-related adverse events; ¢
» the efficacy and safety profile of the prodt

As a result of the uncertainties discussed aboeeane unable to determine the duration and conopletsts of our programs or when and to
what extent we will receive cash inflows from tleeramercialization and sale of a product. Our inaptlh complete our programs in a timely
manner or our failure to enter into appropriate
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collaborative agreements could significantly inse2aur capital requirements and could inverselyaichpur liquidity. These uncertainties
could force us to seek additional, external souatdmancing from time-to-time in order to contmwith our product development strategy.
Our ability to raise additional capital, or to do@n terms reasonably acceptable to us, would jegqeathe future success of our business.

General and Administrative Expenses.

General and administrative expenses consist piliynafrsalaries, benefits and stock-based compemsatonsulting and professional fees,
including patent related costs, general corporastscand facility costs not otherwise includeddsearch and development expenses or cost ¢
product revenue.

Other Income (Expense).
Other income (expense) consists primarily of charigehe fair value of warrants.

Results of Operations for the fiscal year ended Dember 31, 2012 versus December 31, 2011
RevenuesRevenues for the years ended December 31, 2012Mridwere as follows:

Year ended
December 31,
2012 2011 Change
($ in thousands)
Collaboration revenu $80C $667 $13¢ 20%

Revenue for the year ended December 31, 2012 senday $0.1 million from the year ended Decembe811. The increase was due to our
receipt of funds under our collaboration agreemeétit Solasia to further the research and developmkedarinaparsin. We recognize the
research and development funding revenue relabinigi$ collaboration agreement in equal monthly ant® over the estimated period of
performance of 75 months commencing March 2011.

Research and Development ExpenResearch and development expenses during the eredesl December 31, 2012 and 2011 were as
follows:

Year ended
December 31
2012 2011 Change
(% in thousands)
Research and developme $83,44¢ $57,08: $26,36: 46%

Research and development expenses for the yead @atember 31, 2012 increased by $26.4 million ftoenyear ended December 31, 2011
The increase was due to the following changes $10d4.: higher trial costs of $10.8 million relatedhe Phase 3 palifosfamide study in SC
which started in 2012; increased preclinical tciasts of $1.8 million due to additional studiesdezbto assist in NDA filing preparation; other
clinical costs of $0.8 million; manufacturing adtjvcosts of $5.6 million needed to support exigtirials and further development of drugs; a
$1.3 million increase in non-cash expense relatemit Channel Agreement over 2011; salary and eyeploelated costs of $5.6 million due to
increased headcount to support increases in RésaadcDevelopment activities discussed above; ar@lillion related to a new safety
database, offset by other cost reductions of ($Ditipn.

We expect our research and development expensesréase, as compared to prior periods, as weragmbur pivotal Phase 3 study of
palifosfamide and other studies for palifosfamid&lA therapeutics, indibulin and darinaparsin.
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General and Administrative Expenségneral and administrative expenses during thesysradted December 31, 2012 and 2011 were as
follows:

Year ended
December 31,
2012 2011 Change
($ in thousands)
General and administratiy $19,52: $14,98¢ $4,53¢ 30%

General and administrative expenses for the yededDecember 31, 2012 increased by $4.5 milliomftioe year ended December 31, 2011.
The increase was primarily due to higher salaryldgber employee-related costs of $2.0 milliondpport increased activity in clinical
studies, non-employee contracted costs of $1.2amjltosts of $1.0 million related to our restrutg and other costs of $0.3 million.

We expect our general and administrative expemsigtease moderately to support increased aciivityinical studies.

Other Income (ExpensePther income (expense) during the years endeébier 31, 2012 and 2011 were as follows:

Year ended
December 31
2012 2011 Change
(% in thousands)
Other income, net -
$ (13 $ 3¢ $ (52 132%

Change in fair value of warrar 6,05( 7,588 $(1,537%) -20%
Total $6,037 $7,622 $(1,585)

The decrease in other income (expense) from thegreted December 31, 2012 compared to the yeaddbeleember 31, 2011 was due
primarily to the change in the fair value of liatyitclassified warrants, which yielded a gain of $6,@@usand in 2012 as compared to a ga
$7,583 thousand in 2011. The change in liabiligssified warrants is attributable to the decreas®ii stock price, decrease in remaining tern
and a decrease in volatility. Additional changesattributable to increased state tax refunds aadedsed interest rates on invested funds.

Results of Operations for the fiscal year ended Dember 31, 2011 versus December 31, 2010
RevenuesRevenues for the years ended December 31, 2012(drfidwere as follows:

Year ended
December 31
2011 2010 Change
($ in thousands)
Collaboration revenue —
$667 $ $667 10C%

Revenue for the year ended December 31, 2011 sedday $0.7 million from the year ended Decembe810. The increase was due to our
receipt of funds under our collaboration agreemetit Solasia to further the research and developmkdarinaparsin. We recognize the
research and development funding revenue relabinigi$ collaboration agreement in equal monthly amt® over the estimated period of
performance of 75 months commencing March 2011.
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Research and Development ExpenResearch and development expenses during the eredesl December 31, 2011 and 2010 were as
follows:

Year ended
December 31,
2011 2010 Change
($ in thousands)
Research and developme $57,08: $12,91( $44,17: 3472%

Research and development expenses for the yead wbember 31, 2011 increased by $44.2 million ftbenyear ended December 31, 2010
The increase was primarily due to a one-time $iilkon non-cash expense related to our channehpeship arrangement with Intrexon,
including our associated license of Intrexon tedbgw along with increased clinical costs of $1million, of which $10.5 million related to

the Phase 3 palifosfamide study, $3.4 million edab DNA based therapeutics projects and $0.3amitelated to other clinical trials,
increased preclinical costs of $2.8 million, inced manufacturing activity of $3.9 million to repigh drug supplies and further develop
palifosfamide, increased salary and employee-rledsts of $5.3 million resulting from additionaddcount and other costs of $0.3 million.

Exclusive of the one-time $17.5 million non-caslpexse related to our channel partnership arrangemgnintrexon, we expect our research
and development expenses to increase, as compapeidit periods, as we continue our pivotal Phastu@y of palifosfamide and other studies
for palifosfamide, DNA therapeutics, indibulin addrinaparsin.

General and Administrative Expenségneral and administrative expenses during thesyaradted December 31, 2011 and 2010 were as
follows:

Year ended
December 31
2011 2010 Change
(% in thousands)
General and administratiy $14,98¢ $11,63¢ $3,34¢ 29%

General and administrative expenses for the yedgdkBDecember 31, 2011 increased by $3.3 milliomftioe year ended December 31, 2010.
The increase was primarily due to increased cangulees of $2.1 million and increased salary amgleyee-related costs of $1.6 million,
offset by certain cost reductions of ($0.4) millidme increased general and administrative activdg related to increased support for clinical
studies.

We expect our general and administrative expemsiggtease moderately to support increased aciivityinical studies.

Other Income (ExpensePther income (expense) during the years endeébier 31, 2011 and 2010 were as follows:

Year ended
December 31,
2011 2010 Change

(% in thousands)

Other income, ne $ 3¢ $ 76~ $ (726 -95%
Change in fair value of warrants -
7,58 (8,889 $16,47: 185%
Total $7,62- $(8,124) $15,74¢

The increase in other income (expense) from the gieded December 31, 2011 compared to the yeadddeleember 31, 2010 was due
primarily to the change in the fair value of liatyilclassified warrants, which
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yielded a gain of $7,583 thousand in 2011 as coetptr a loss of $8,889 thousand in 2010. The chamligbility-classified warrants is
attributable to the decrease in our stock priceretese in remaining term and a decrease in vtyatddditional changes are attributable to
increased state tax refunds and decreased intateston invested funds.

Liquidity and Capital Resources

As of December 31, 2012, we had approximately $#@8li8on in cash and cash equivalents, compare®il@.7 million in cash and cash
equivalents as of December 31, 2011. We anticithatieour cash resources will be sufficient to fand operations into the second half of 2(
As a result, our independent registered public aeting firm has expressed a substantial doubt atxuability to continue as a going concern
in their report on our financial statements. Thautes from the Company’s PICASSO 3 pivotal triafinst-line STS are expected in the last
week of March 2013. The Company has various diutimd non-dilutive funding alternatives if the désare positive. If the results are
negative, alternative cost-cutting efficiencies jglanned in an attempt to extend our cash resoaxémng as possible, though there are no
assurances that such efforts, if necessary, wautg#lized. In addition, changes may occur thatldvoansume our existing capital prior to the
second half of 2013, including expansion of thepscof, and/or slower than expected progress ofresgarch and development efforts and
changes in governmental regulation. Actual costg utiamately vary from our current expectations,igéhcould materially impact our use of
capital and our forecast of the period of time tigto which our financial resources will be adequatsupport our operations. We have
estimated the sufficiency of our cash resourcesdaspart on the trial design for our PICASSO Bopal trial in firstline STS and our adapti
Phase 3 trial in first-line SCLC for IV palifosfad@ and our current timing expectations for the lteaf the PICASSO 3 pivotal trial and
enrollment in our adaptive Phase 3 trial in fileelSCLC for 1V palifosfamide, which may change dzhsn the progression of enrollment. We
also assumed responsibility for the advancemetwofproduct candidates in the clinic under our Gtgi\greement with Intrexon, and we
expect that the costs associated with these articadd product candidates will increase the levfebur overall research and development
expenses significantly going forward. Although éanecasts for expenses and the sufficiency of apital resources takes into account our
plans to develop the Intrexon products, we assutegdlopment responsibility for these products aruday 6, 2011, and the actual costs
associated therewith may be significantly in exadssrecasted amounts.

Although all human clinical trials are expensivel aifficult to design and implement, we believettiae to complexity, costs associated with
clinical trials for synthetic biology products ageeater than the corresponding costs associatdcliiical trials for small molecule candidates.
In addition to increased research and developnusiscwe have added, and will continue to add, ¢tmat to support our exclusive channel
partnership endeavors, which will add to our gelremd administrative expenses going forward.

In addition to these factors, our actual cash reguénts may vary materially from our current exageohs for a number of other factors that
may include, but are not limited to, changes inftduis and direction of our development prograrosetitive and technical advances, costs
associated with the development of our product icktels, our ability to secure partnering arrangesjemnd costs of filing, prosecuting,
defending and enforcing our intellectual propeigits. If we exhaust our capital reserves morelduithan anticipated, regardless of the
reason, and we are unable to obtain additionah€iimy on terms acceptable to us or at all, we lvélunable to proceed with development of
some or all of our product candidates on expedtedlines and will be forced to prioritize amongrthe

We expect that we will need additional financingstgport our long-term plans for clinical trialsdamew product development. We expect to
finance our cash needs through the sale of eqedyrgies, strategic collaborations and/or deldriitings, or through other sources that may b
dilutive to existing stockholders. There can beassurance that we will be able to obtain fundilogrfiany of these sources or, if obtained, whe
the terms of such funding(s) may be, or that angwarhthat we are able to obtain will be adequatsufmport our working capital requirements
until we achieve profitable operations. We haveaoent committed sources of additional capitakcdely, capital markets have experienci
period of instability that may severely hinder ability to raise capital within the time periodseded or on terms we consider acceptable, if a
all. If we are
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unable to raise additional funds when needed, wenmoabe able to continue development and reguylapproval of our products, or we could
be required to delay, scale back or eliminate soradl our research and development programs.

Recent Financing Transactions
January 2012 Public Offering

On January 20, 2012, we entered into an undengrdgreement with J. P. Morgan Securities LLC, psagentative of the several underwriters
named therein, relating to the issuance and sa#¢560,000 shares of our common stock. The prid¢kegublic in the offering was $5.20 per
share, and the underwriters agreed to purchasshtres from us pursuant to the underwriting agreémtea purchase price of $4.888 per st
Under the terms of the underwriting agreement, lse granted the underwriters an option, exercis&sl80 days, to purchase up to an
additional 1,447,500 shares of common stock atrehase price of $4.888 per share. The offeringmade pursuant to our effective
registration statement on Form S-3 (Registrati@e®tent No. 333-177793) previously filed with tHeCS and a prospectus supplement
thereunder. The underwriters purchased the 9,66G08res on January 25, 2012 and purchased aioadti#64,401 shares on January 31,
2012 pursuant to the partial exercise of their@ptbd purchase additional shares, resulting ingsuing a total of 10,114,401 shares. The net
proceeds from the offering were approximately $4#8illlon after deducting underwriting discounts agtimated offering expenses payable
us.

Cash Increases and (Decreases)

The following table summarizes our net increasen@kese) in cash and cash equivalents for the yeaiesd December 31, 2012, 2011 and 201
and the period from September 9, 2003 (date opiize) through December 31, 2012:

Period from

Year ended December 31 September 9, 200

(date of inception)

through
2012 2011 2010 December 31, 201
($ in thousands)
Net cash provided by (used il
Operating activitie! $(78,837) $(38,83%) $(19,699) $ (221,641
Investing activities (1,559 (1,15€) (18€) (4,62%)
Financing activitie: 48,98¢ 84,31 31,43: 299,57:
Net increase (decrease) in cash and cash equis $(31,407 $ 44,321 $ 11,55: $ 73,30¢

Net cash used in operating activities was $78.8anifor the year ended December 31, 2012 compar&38.8 million for the year end:
December 31, 2011. The $40.0 million increase westd an increase in prepaid expenses and othemt@assets attributable to a related part
prepayment (see Note 7 to the financial statem&akted Party Transactions), as well as an ineriathe net loss from operations, caused b
increased research and development activitiesydxag non-cash expenses of the change in fair valwarrants, stock-based compensation,
and in process research and development. Net sashim operating activities was $38.8 million foe tyear ended December 31, 2011
compared to $19.7 million for the year ended Decan®i, 2010. The $19.1 million increase was prilpatie to an increase in the net loss
from operations, caused by increased researcharelgbment activities relating to the palifosfamjdeotal trial.

Net cash used in investing activities was $1.6iamlfor the year ended December 31, 2012 compar&d.2 million for the year ende
December 31, 2011. The increase was due to the builof additional space in our Boston and Newkyaffices including leasehold
improvements and furniture and fixtures along vsitfitware additions.

Net cash provided by financing activities was $48ilion for the year ended December 31, 2012 caexbéo $84.3 million for the year end
December 31, 2011 and $31.4 million for the yeateeinhDecember 31, 2010.
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The change is primarily attributable to a $49.2lionil financing that occurred during the year enBedember 31, 2012 versus a $71.2 million
financing and warrant exercises of $12.3 millioattbccurred during the year ended December 31,.20%re was also a $32.8 million
financing during the year ended December 31, 2010.

Operating capital and capital expenditure requiremets

We anticipate that losses will continue for theek®eable future. At December 31, 2012, our accuetitieficit was approximately $283.7
million. Our actual cash requirements may vary mallg from those planned because of a number cbfa including:

» Changes in the focus, direction and pace of oueldgvwent program:
e Competitive and technical advanc

» Costs associated with the development of our prioclredidates

»  Our ability to secure partnering arrangeme

» Costs of filing, prosecuting, defending and enfiogcany patent claims and any other intellectuaperty rights, or other
developments, an

»  Other matters identified under Par—Item 1A.“Risk Factor”.
Working capital as of December 31, 2012 was $61illom consisting of $80.3 million in current assend $18.9 million in current liabilities.
Working capital as of December 31, 2011 was $924llfom consisting of $106.1 million in current &ts and $13.4 million in current
liabilities.
Contractual obligations

The following table summarizes our outstandinggstions as of December 31, 2012 and the effecetbbBgations are expected to have on
our liquidity and cash flows in future periods:

Less thar More than
2-3 4-5
(% in thousands) Total 1 year years years 5 years
Operating leases $ 5,56 $ 1,20( $ 2,44¢ $1,49¢ $ 424
Royalty and license fet 1,40(C 27¢ 55C 55C 25
Contract milestone paymer 25,16: 17,57¢ 7,27¢ 304 —
Total $32,12¢ $19,05¢ $10,27- $2,35:2 $  44c¢

Our commitments for operating leases relate tdethse for our corporate headquarters in New YodwNork, our operations center in
Boston, Massachusetts and our office in Germantdhin, which was closed on July 16, 2012. Our comreitts for royalty and license fees
relate to our patent agreement with Baxter HeatthGorporation and our royalty agreements with Bewt Research Institute and Baxter
Healthcare Corporation requiring minimum royaltymeents. The contract milestone payments relateitd®C®O agreements with PPD
Development, L.P., Pharmaceutical Research Asssiktc., and Novella Clinical, Inc. The timingtbé remaining contract milestone
payments are dependent upon factors that are beygrzbntrol, including our ability to recruit patits, the outcome of future clinical trials .
any requirements imposed on our clinical trialgdgulatory agencies. However, for the purpose efahove table, we have assumed that the
payment of the milestones will occur within fiveaye of December 31, 2012 (see Note 8 to the fi@hstatements, Commitments and
Contingencies).

Critical Accounting Policies and Significant Estimdes

Our management’s discussion and analysis of oanéial condition and results of operations is bagezh our financial statements, which
have been prepared in accordance with accountingiples generally accepted in
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the United States. The preparation of these firgdistatements requires us to make estimates anthpens that affect the reported amounts
of assets and liabilities and the disclosure otiogent assets and liabilities at the date of tharfcial statements as well as the reported
expenses during the reporting periods. We evalmatestimates and judgments on an ongoing bastsaAesults may differ materially from
these estimates under different assumptions orittonst

We believe the following are our more significastimates and judgments used in the preparationofimancial statements:
* Clinical trial expenses
» Fair value measurements of stock based compensattbwarrants; an
* Income taxes

Clinical Trial Expenses

Clinical trial expenses include expenses associattdCROs. The invoicing from CROs for servicesdered can lag several months. We
accrue the cost of services rendered in connewatitnCRO activities based on our estimate of simagement, monitoring costs, and project
management costs. We maintain regular communicatithour CROs to gauge the reasonableness ofstuma&tes. Differences between
actual clinical trial expenses and estimated dhihidal expenses recorded have not been materibhee adjusted for in the period in which
they become known.

Fair Value Measurements of Stock Based Compensatiand Warrants

Accounting standards define fair value, establiffamework for measuring fair value under generattgepted accounting principles and
enhance disclosures about fair value measurenfeaitsvalue is defined as the exchange price thatidvioe received for an asset or paid to
transfer a liability (an exit price) in the prinaipor most advantageous market for the assetlalitigin an orderly transaction between market
participants on the measurement date. Valuatidmigoes used to measure fair value must maximeese of observable inputs and minin
the use of unobservable inputs. The standard desca fair value hierarchy based on three leveilspits, of which the first two are conside
observable and the last unobservable, that magbe to measure fair value which are the following:

* Level 7—Quoted prices in active markets for identical assetiabilities.

* Level 2—Inputs other than Level 1 that are obsdejadither directly or indirectly, such as quotettes for similar assets or
liabilities; quoted prices in markets that are active; or other inputs that are observable ortmanorroborated by observable
market data for substantially the full term of tssets or liabilities

» Level 3—Unobservable inputs that are supportedttdy br no market activity and that are signifitam the fair value of the assets
or liabilities.

We make certain assumptions in order to value apdrese our shareased compensation awards and liability classifiedants. In connectic
with valuing stock options and liability classifiedrrants we use the Black-Scholes model and thential model, respectively, which require
us to estimate certain subjective assumptions kEgeassumptions we make are: the expected vojadilibur stock; the expected term of the
award; and the expected forfeiture rate relatexhtve based awards. In connection with our resttistock programs, we make assumptions
principally related to the forfeiture rate. The k&sumptions used to estimate fair value for ouramés include current and expected stock
prices, volatility, dividends, forward yield curvaad discount rates.

We review our valuation assumptions periodicallg,aas a result, we may change our valuation assanspised to value share-based awards
granted in future periods and warrants. Such ctanggy lead to a significant change in the experesessognize in connection with share-
based payments and warrants.
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Income Taxes

In preparing our financial statements, we estinoateincome tax liability in each of the jurisdiati®in which we operate by estimating our
actual current tax expense together with assessingorary differences resulting from differing tr@ant of items for tax and financial
reporting purposes. These differences result inrded tax assets and liabilities, which, priortte tonsideration for the need for a valuation
allowance, are included on the balance sheet. fRignt management judgment is required in assesbimgealizability of our deferred tax
assets. In performing this assessment, we consigiether it is more likely than not that some portar all of the deferred tax assets will not be
realized. The ultimate realization of deferred aagets is dependent upon the generation of fuaMedke income during the periods in which
those temporary differences become deductible.dkimg this determination, under the applicablerial accounting standards, we are
allowed to consider the scheduled reversal of dedetax liabilities, projected future taxable ina@mand the effects of tax planning strategies.
Our estimates of future taxable income include, mgnother items, our estimates of future incomediaductions related to the exercise of stoc
options. In the event that actual results diffenfrour estimates, we adjust our estimates in fyter®ds and we may need to establish a
valuation allowance, which could materially impaat financial position and results of operations.

We account for uncertain tax positions using a ‘erldtely-than-not” threshold for recognizing andob/ing uncertain tax positions. The
evaluation of uncertain tax positions is basedamtadis that include, but are not limited to, chanigetax law, the measurement of tax positions
taken or expected to be taken in tax returns, fileeteve settlement of matters subject to audity @eidit activity and changes in facts or
circumstances related to a tax position. We evaluatertain tax positions on an annual basis ajustithe level of the liability to reflect any
subsequent changes in the relevant facts surrogitidénuncertain positions. Our liabilities for urteén tax positions can be relieved only if the
contingency becomes legally extinguished througfreeipayment to the taxing authority or the expirabf the statute of limitations, the
recognition of the benefits associated with thetimsmeet the “more-likely-than-not” threshold thie liability becomes effectively settled
through the examination process. We consider nsabedne effectively settled once the taxing autiidras completed all of its required or
expected examination procedures, including all ajspgnd administrative reviews; we have no plarepfmeal or litigate any aspect of the tax
position; and we believe that it is highly unlikehat the taxing authority would examine or re-ei@the related tax position. We also accrue
for potential interest and penalties, related teeaognized tax benefits in income tax expense.

Recent Accounting Pronouncements

In January 2011, we adopted Accounting Standardiatép or ASU No. 2010-06improving Disclosures About Fair Value Measurengnt
which requires additional disclosure about the am®of and reasons for significant transfers in amdof Level 1 and Level 2 fair value
measurements. In addition, effective for interind amnual periods beginning after December 15, 20i€ standard further requires an entit
present disaggregated information about activityerel 3 fair value measurements on a gross hadlsgr than as one net amount. As this
accounting standard only requires enhanced disepthe adoption of this newly issued accountimgdard did not impact our financial
position or results of operations.

In May 2011, the Financial Accounting Standardsrépar FASB, issued ASU No. 2011-04F&ir Value Measurement (Topic 820):
Amendments to Achieve Common Fair Value MeasureaneinDisclosure Requirements in U.S. GAAP and IF". This newly issued
accounting standard clarifies the application afain existing fair value measurement guidanceexmhnds the disclosures for fair value
measurements that are estimated using significzotiservable (Level 3) inputs. This ASU is effectbrea prospective basis for annual and
interim reporting periods beginning on or after Bber 15, 2011, which for us is January 1, 2012. ddoption of this standard did not have :
material impact on our financial position or resuf operations.

In June 2011, the FASB issued ASU No. 2011@&mnprehensive Income (Topic 220) Presentation ofiigehensive IncomeThis newly
issued accounting standard (1) eliminates the ptigresent the components of other compreheinsieene as part of the statement of
changes in stockholders’ equity;
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(2) requires the consecutive presentation of theestent of net income and other comprehensive iacamd (3) requires an entity to present
reclassification adjustments on the face of tharfoial statements from other comprehensive incenmet income. The amendments in this
ASU do not change the items that must be repont@dhier comprehensive income or when an item afratbmprehensive income must be
reclassified to net income nor do the amendmeigstfiow earnings per share is calculated or ptedeifhis ASU is required to be applied
retrospectively and is effective for fiscal yeansl anterim periods within those years beginningiaBlecember 15, 2011. As this accounting
standard only requires enhanced disclosure, thetiaoof this standard did not impact our finangiakition or results of operations.

In December 2011, the FASB issued Accounting Statsddpdate, or ASU, No. 2011-Bhlance Sheet (Topic 210): Disclosures About
Offsetting Assets and Liabilitieghich requires an entity to disclose informatiowatoffsetting and related arrangements to enatseswof its
financial statements to understand the effect ad¢harrangements on its financial position. Thidatg is effective for periods beginning after
January 1, 2013. The adoption of this standardneillhave an impact on our financial position @utes of operations.

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

ltem 7A. Quantitative and Qualitative Disclosureshéut Market Risk

Our exposure to market risk is limited to our cade goals of our investment policy are preservatibcapital, fulfillment of liquidity needs
and fiduciary control of cash and investments. e aeek to maximize income from our investmentsouit assuming significant risk. To
achieve our goals, we maintain our cash in intdsearing cash accounts. As all of our investmergsash deposits in a global bank, it is
subject to minimal interest rate risk.

Effect of Currency Exchange Rates and Exchange R&isk Managemen

We conduct clinical studies outside of the Unit¢att&s primarily in Western Europe. These businpssations are not material at this time,
therefore any currency fluctuations will not havmaterial impact on our financial position, resafperations or cash flows.

Item 8. Financial Statements and Supplementary D

The information required by this Item 8 is contaimn pages F-1 through F-45 of this annual repoff@rm 10K and is incorporated herein
reference.

Item 9. Changes in and Disagreements with Accourteaon Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedure
Evaluation of Disclosure Controls and Procedure

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial Officer, we h:
evaluated the effectiveness of our disclosure otmtind procedures, as such term is defined under BBa-15(e) or 15d-15(e) promulgated
under the Exchange Act, as of December 31, 201edBan that evaluation, our Chief Executive Offied Chief Financial Officer have
concluded that as of such date, our disclosureraisrdnd procedures were effective.

Managemen's Report on Internal Control over Financial Repdrtg

Our management is responsible for establishingnaaidtaining adequate internal control over finaha@orting for us. Internal control over
financial reporting (as defined in Rule 13a-15¢fitee Exchange Act) is a
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process to provide reasonable assurance regaringltability of our financial reporting for extel purposes in accordance with accounting
principles generally accepted in the United Stafesmerica. Internal control over financial repagdiincludes maintaining records that in
reasonable detail accurately and fairly reflecttoamsactions; providing reasonable assurancdrtdrasactions are recorded as necessary for
preparation of our financial statements; providiegsonable assurance that receipts and expendifucempany assets are made in accordan
with management authorization; and providing reabtsassurance that unauthorized acquisition, udesposition of company assets that
could have a material effect on our financial steats would be prevented or detected on a timedisbBecause of its inherent limitations,
internal control over financial reporting is notended to provide absolute assurance that a nesstait of our financial statements would be
prevented or detected.

Management conducted an evaluation of the effentisg, as of December 31, 2012, of our internalrobater financial reporting based on -
framework ininternal Control—Integrated Frameworgsued by the Committee of Sponsoring Organizatidribe Treadway Commission.
Based on this evaluation, management concludedthranternal control over financial reporting weffective as of December 31, 2012.

McGladrey LLP, an independent registered publimaating firm, has issued an attestation reportumirternal control over financial
reporting as of December 31, 2012. That reporidgided in this annual report on Form 10-K.

Changes in Internal Controls over Financial Repont

There were no changes in our internal control éwancial reporting during the quarter ended Decendi, 2012 that have materially affect
or are reasonably likely to materially affect, aternal control over financial reporting.

Item 9B. Other Information
None.

57



Table of Contents

PART lIl
Item 10. Directors, Executive Officers and CorpoeaGovernance

Information in response to this Item is incorpodaberein by reference from the information in oeficitive proxy statement to be filed
pursuant to Regulation 14A within 120 days after ¢éind of the fiscal year covered by this annuabntepn Form 10-K under the sections
entitledProposals—Election of Directors, Executive Officéndormation Regarding the Board of Directors a@drporate Governancand
Stock Ownership

Item 11. Executive Compensatic

Information in response to this Item is incorpodaberein by reference from the information in oeficitive proxy statement to be filed
pursuant to Regulation 14A within 120 days after ¢ind of the fiscal year covered by this annuabntegn Form 10K under the section entitli
Executive Compensatic.

Item 12. Security Ownership of Certain BeneficiaMders and Management and Related Stockholder Mat
Securities Authorized for Issuance under Equity Cpensation Plan:

Our Amended and Restated 2003 Stock Option Platfiec2003 Plan, and our 2012 Stock Option Plath@2012 Plan, are our only equity
compensation plans approved by our stockholdems fallowing table sets forth certain informationad®ecember 31, 2012 with respect to
the 2003 and 2012 Plans:

Number of Securities
Remaining Available for

Future Issuance Under

Number of Securities tc Equity Compensation
be Issued Upon Exercis Weighted-Average Plans (Excluding
Exercise Price of Securities Reflected in
of Outstanding Options Outstanding Options Column (A))
Plan Category (A) (B) ©)
Equity compensation plans approved by
stockholders:
2003 Stock Option Pla 5,608,85! $ 4.02 —
2012 Stock Option Pla 2,293,98I $ 4.34 1,706,02
Total: 7,902,83! $ 4.12 1,706,02
Equity compensation plans not approved b
stockholders:
— $ — —
Total: — $ = =

Additional information in response to this Itemirisorporated herein by reference from the infororatn our definitive proxy statement to be
filed pursuant to Regulation 14A within 120 dayteathe end of the fiscal year covered by this ahneport on Form 10-K under the section
entitledStock Ownership

Item 13. Certain Relationships and Related Transaos, and Director Independenc

Information in response to this Item is incorpodaberein by reference from the information in oeficitive proxy statement to be filed
pursuant to Regulation 14A within 120 days after ¢éind of the fiscal year covered by this annuabntegn Form 10K under the section entitli
Certain Relationships and Related Transactions lafisrmation Regarding the Board of Directors andr@arate Governance

Item 14. Principal Accountant Fees and Servic

Information in response to this Item is incorpodaterein by reference from the information in oefinitive proxy statement to be filed
pursuant to Regulation 14A within 120 days after ¢éind of the fiscal year covered by this annuabntegn Form 10K under the section entitli
Independent Registered Public Accounting Firm FaresOther Matter:.
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PA RT 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 file¢his Item 15, are as follows:

Page

Balance Sheets as of December 31, 2012 and 2011 F-3
Statements of Operations for the Years Ended Deeer3fh, 2012, 2011, and 2010, and for the Perioa f8eptember 9, 2003

(date of inception) through December 31, 2 F-4
Statements of Changes in Preferred Stock and Sttaddts’ Equity (Deficit) for the Period from Septber 9, 2003 (date of

inception) through December 31, 2C F-5-10
Statements of Cash Flows for the Years Ended Deeerilh, 2012, 2011, and 2010, and for the Perimah f6eptember 9, 2003

(date of inception) through December 31, 2 F-11
Notes to Financial Statemer F-12

(2) Financial Statement Schedules:
Schedules are omitted because they are not aplgljaabare not required, or because the informatdncluded in the financial

statements and notes thereto.
(3) Exhibits:

The exhibits which are filed or furnished with théport or which are incorporated herein by refeecare set forth in the Exhibit Index
beginning on page A-1, which is incorporated helsimeference.
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SIGNATURES

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

ZIOPHARM ONCOLOGY, INC.
Date: March 18, 2013 By: _/s/ Jonathan Lewi
Jonathan Lewi
Chief Executive Office
(Principal Executive Officer

Date: March 18, 2013 By: /s/Jason A. Amell
Jason A. Amellc
Executive Vice President,
Chief Financial Officer and Treasut
(Principal Financial and Accounting Office

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bblptine following persons on behalf of 1
registrant and in the capacities and on the datéisated.

Signature Title Date

/s/ Jonathan Lewis Director and Chief Executive Officer (Principal Ex¢ive  March 18, 2013
Jonathan Lewi Officer)

/sl Jason A. Amello Executive Vice President, March 18, 2013
Jason A. Amello Chief Financial Officer and Treasurer

(Principal Accounting and Financial Office

/s/ Murray Brennan Director March 18, 2013
Murray Brennar

/sl James Cannon Director March 18, 2013
James Canna

/sl Wyche Fowler, Jr. Director March 18, 2013
Wyche Fowler, Jr

/s/ Randal J. Kirk Director March 18, 2013
Randal J. Kirk

/sl Timothy Mclnerney Director March 18, 2013

Timothy Mclnerney

/s/ Michael Weiser Director March 18, 2013
Michael Weisel
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ZIOPHARM Oncology, Inc(a development stage enterprise)
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Statements of Cash Flows for the Years Ended Deeerilh, 2012, 2011, and 2010, and for the Perima f6eptember 9, 2003
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

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

We have audited the accompanying balance shegi©&HARM Oncology, Inc. (a development stage conypas of December 31, 2012 ¢
2011, and the related statements of operationsgesain preferred stock and stockholders’ equigfi¢it), and cash flows for each of the three
years in the period ended December 31, 2012 anttiégperiod from September 9, 2003 (date of inoaptihrough December 31, 2012. )

also have audited ZIOPHARM Oncology, Inc.’s intdre@antrol over financial reporting as of Decemb#r 2012, based on criteria established
in Internal Control—Integrated Framewoigsued by the Committee of Sponsoring Organizatidrise Treadway Commission. ZIOPHARM
Oncology, Inc.$ management is responsible for these financigraents, for maintaining effective internal conwekr financial reporting, a
for its assessment of the effectiveness of intezoatrol over financial reporting included in thecampanying management report on internal
control over financial reporting. Our responsigilis to express an opinion on these financial statés and an opinion on the Company’s
internal control over financial reporting basedoam audits. The financial statements for the pefioth September 9, 2003 (date of inception)
to December 31, 2009 were audited by other aud#ogdsour opinion, insofar as it relates to cumutimounts included for such periods, is
based solely on the reports of such other auditors.

We conducted our audits in accordance with thedstalts of the Public Company Accounting OversighafBioUnited States). Those standard:s
require that we plan and perform the audits toinbtasonable assurance about whether the finastei@ments are free of material
misstatement and whether effective internal cordvelr financial reporting was maintained in all exal respects. Our audits of the financial
statements included examining, on a test basideace supporting the amounts and disclosures ifirthecial statements, assessing the
accounting principles used and significant estimatade by management, and evaluating the ovemalhdial statement presentation. Our a

of internal control over financial reporting inckri obtaining an understanding of internal contu@rdinancial reporting, assessing the risk

a material weakness exists, and testing and evaduihie design and operating effectiveness of ivalecontrol based on the assessed risk. Our
audits also included performing such other proceslass we considered necessary in the circumstaneebelieve that our audits provide a
reasonable basis for our opinions.

A company'’s internal control over financial repodiis a process designed to provide reasonableamesuregarding the reliability of financial
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyesatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures thppertain to the maintenance of records that, in
reasonable detail, accurately and fairly refleettiansactions and dispositions of the assetseofdmpany(b) provide reasonable assurance
that transactions are recorded as necessary tatg@aparation of financial statements in accor@anwith generally accepted accounting
principles, and that receipts and expenditureb®tbmpany are being made only in accordance witioaizations of management and
directors of the company; aifd) provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, ,use
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, based on our audits and the repidrtke other auditors, the financial statemenfsrred to above present fairly, in all material
respects, the financial position of ZIOPHARM Onaptoinc. as of December 31, 2012 and 2011, andethdts of its operations and its cash
flows for each of the three years in the
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period ended December 31, 2012 and from SeptemI2803 (date of inception) through December 31 22@1 conformity with accounting
principles generally accepted in the United StafeSmerica. Also in our opinion, ZIOPHARM Oncologyic. maintained, in all material
respects, effective internal control over financegorting as of December 31, 2012, based on erigstablished internal Control—
Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway Commission.

The accompanying financial statements have begraprd assuming that the Company will continue @silag concern. As discussed in No
to the annual financial statements, the Companyritasred recurring losses from operations whidkas substantial doubt about its ability to
continue as a going concern. Management'’s plarsgard to these matters are also described in Ntuig¢he financial statements. The
financial statements do not include any adjustm#rasmight result from the outcome of this undetta

/s/ McGladrey LLP

Boston, Massachusetts
March 18, 2013
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ZIOPHARM Oncology, Inc. (a development stage enterprise)
BALANCE SHEETS
(in thousands, except share and per share data)

2012
ASSETS
Current asset:
Cash and cash equivalel $ 73,30¢
Receivable: 58
Prepaid expenses and other current a: 6,917
Total current asse 80,27¢
Property and equipment, r 1,994
Deposits 13z
Other non current asse 1,001
Total asset $ 83,40¢
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 1,50¢
Accrued expense 16,51¢
Deferred reveni—current portior 80C
Deferred rer—current portior 39
Total current liabilities 18,86+
Deferred revenu 2,73¢
Deferred ren 40C
Warrant liabilities 12,96:
Total liabilities 34,95¢
Commitments and contingencies (note
Stockholder' equity:
Common stock, $0.001 par value; 250,000,000 stearéwrized; 83,236,840 and 69,206,044
shares issued and outstanding at December 31,8@12011, respective 83
Preferred stock, $0.001 par value; 30,000,000 shauthorized and no shares issued and
outstanding —
Additional paic-in capita—common stocl 325,17
Additional paic-in capita—warrants issue 6,90¢
Deficit accumulated during the development si (283,729
Total stockholder equity 48,44
Total liabilities and stockholde’ equity $ 83,40

The accompanying notes are an integral part oetfirancial statements.
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December 31

December 31

2011

$ 104,71
79

1,31
106,10!

1,141
91
771

$ 108,10t

$ 1,72
10,82:
80C

15

13,36:
3,53
18C
19,42¢
36,50!

69

246,51¢
12,61:
(187,59)
71,60;

$ 108,10t
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ZIOPHARM Oncology, Inc. (a development stage enterprise)

STATEMENTS OF OPERATIONS

(in thousands, except share and per share data)

Revenue

Operating expense
Research and developmt
General and administrati

Total operating expens:
Loss from operation

Other income, ne
Change in fair value of warrar
Net loss
Basic and diluted net loss per sh

Weighted average common shares outstanding used
compute basic and diluted net loss per s

For the Year Ended December 31

2012
$ 80C

83,44¢
19,52
102,96
(102,169
(13

6,05(

$ (96139
$ (129

78,546,11

2011
$ 667
57,08:
14,98¢
72,06,
(71,400
39
7,58:
s (63779
$  (0.99

66,003,78

2010

12,91(
11,63¢

24 54¢
(24,549)

765

(8,889

$ (32670
$  (0.70)

46,003,99

The accompanying notes are an integral part oktfimancial statements.
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Period from
September 9, 200
(date of inception)

through
December 31, 201

$ 1,46

212,34
88,31¢

300,66:
(299,19¢)
4,701

10,77:

$ (283,729
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Stockholders’ contribution,
September 9, 20C

Net loss

Balance at December 31, 2C

Issuance of common sto

Issuance of common stock for
services

Fair value of options/warrants isst
for nonemployee service

Net loss

Balance at December 31, 2C

ZIOPHARM Oncology, Inc. (a development stage enterprise)

STATEMENTS OF CHANGES IN PREFERRED STOCK

For the Period September 9, 2003 (date of inceptipmo December 31, 2012
(in thousands, except share and per share data)

AND STOCKHOLDERS’ EQUITY (DEFICIT)

Preferred

Stock and Warrants

Stockholder' s Equity (Deficit)

Warrants to

Deficit
Accumulated

Additional
Purchase .
Series A idhi Additional During the T(?\talld ,
Series A Preferred Eal '-ml id-i Developmen Stockholders
Preferred Stock Stock Common Stock apital Paid-in .
Common Capital Equity/
Shares Amount Warrants Shares Amount Stock Warrants Stage (Deficit)
— $ — $ — 250,48 $ — $ 50C $ — $ — $ 50(
— — — — — — — (160 (160
— — — 250,48 — 50C — (160) 34C
— — — 2,254,38 2 4,49¢ — — 4,50(
— — — 256,74 1 43¢ — — 43¢
— — — — — 13 251 — 264
— — — — — — — (5,68) (5,687)
— — — 2,761,62 3 5,44¢ 251 (5,84%) (144)

The accompanying notes are an integral part oetfirancial 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 inceptipmo December 31, 2012
(in thousands, except share and per share data)

Convertible Preferred

Stock and Warrants Stockholder' s Equity (Deficit)

Warrants to

Purchase Acc?ﬁnﬁjlléted
Series A Additional
Convertible Additional Total
Series A Paid-in DInglrLg mgn Stockholders
Convertible Preferred Capital Paid-in P
Preferred Stock Stock Common Stock Common Capital Equity/
Shares Amount Warrants Shares Amount Stock Warrants Stage (Deficit)

Issuance of Series A convertible preferred st

(net of expenses of $1,340 and warrant ¢

of $1,683) 4,197,941 15,077 — — — — — — 15,07:
Fair value of warrants to purchase Series A

convertible preferred stoc — — 1,682 — — — — — 1,68:
Issuance of common stock to EasyWeb

Stockholders — — — 189,92 — — — — —
Conversion of Series A convertible preferred

stock @ $0.001 into $0.001 common stock

on September 13, 2005 at an exchange ratio

of .500974 (4,197,94i) (15,079 (1,687  4,197,82 4 15,07: 1,687 — —
Issuance of common stock for optic — — — 98,62 — 4 — — 4
Fair value of options/warrants issued for

nonemployee servict — — — — — 54 45 — 99
Net loss — — — — — — — (9,517) (9,517)
Balance at December 31, 2C — — — 7,247,99; 7 20,58( 1,97¢ (15,369 7,202

The accompanying notes are an integral part oktfirancial statements.
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Issuance of common stock in private
placement, net of expenses $2,’

Issuance of warran

Issuance of common stock for services
renderec

Stocl-based compensation for employ:

Issuance of common stock due to exer
of stock options

Issuance of common stock due to exer
of stock warrant

Net loss

Balance at December 31, 2C

Issuance of common stock in private
placement, net of expenses $1,'

Issuance of warran

Stocl-based compensation for employ:

Stock-based compensation for non-
employee

Issuance of common stock for stock
options

Issuance of restricted sto

Net Loss

Balance at December 31, 2C

ZIOPHARM Oncology, Inc. (a development stage enterprise)

STATEMENTS OF CHANGES IN PREFERRED STOCK
AND STOCKHOLDERS' EQUITY (DEFICIT) (Cont.)
For the Period September 9, 2003 (date of inceptipmo December 31, 2012
(in thousands, except share and per share data)

Preferred
Stock and Warrants

Stockholder's Equity (Deficit)

Warrants to

Deficit
Accumulated

Additional
Purchase Additional Total
Series A Paid-i During the Stockholders’
Series A Preferred Cal '_ml id-i Developmen
Preferred Stock Stock Common Stock apital Paid-in .
Common Capital Equity/
Share: Amount Warrants Shares Amount Stock Warrants Stage (Deficit)

— — — 7,991,25! 8 21,18( — — 21,18¢
— — — — — — 13,09: — 13,09:
— — — 25,00( — 10€ — — 10¢€
— — — — — 2,77i — — 2,771
— — — 5,84t — 25 — — 25
— — — 2,80¢ — — — — —
— — — — — — — (17,857 (17,85))
— — — 15,272,89 15 44,66¢ 15,07: (33,22) 26,53
— — — 5,910,04! 6 23,530 — — 23,53¢
— — — — — — 5,43: — 5,43:
— — — — — 1,31¢ — — 1,31¢
— — — — — 12C — — 12C
— — — 46,01¢ — 36 — — 36
— — — 70,00( — — — — —
—_ _ — — — — — (26,609 (26,609)
— — — 21,298,96 21 69,67+ 20,50« (59,829 30,37(

The accompanying notes are an integral part oetfirancial statements.
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ZIOPHARM Oncology, Inc. (a development stage enterprise)

STATEMENTS OF CHANGES IN PREFERRED STOCK
AND STOCKHOLDERS' EQUITY (DEFICIT) (Cont.)
For the Period September 9, 2003 (date of inceptipmo December 31, 2012
(in thousands, except share and per share data)

Preferred
Stock and Warrants Stockholder's Equity (Deficit)
Warrants Deficit
Pur::%ase Additional B Accumulated
Series A Additional Total
; I ing the Stockholders’
Series A Preferred Paid-in DDurllng t
Preferred Stock Stock Common Stock Capital Paid-in evelopmen
Common Capital Equity/
Shares Amount Warrants Shares Amount Stock Warrants Stage (Deficit)

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

stock — — — (25,000 — — — — —
Other — — — — — 1 — (1) —
Net loss — — — — — — — (25,23) (25,23))
Balance at December 31, 2C — — — 21,860,46 22 71,27¢ 20,50« (85,067) 6,73¢
Cummulative effect of a change in

accounting principle January 1, 20C

reclassification of warrants to warrg

liabilities — — — — — — (1,63¢) 1,56¢ (72
Stocl-based compensatic — — — — — 2,181 — — 2,181
Forfeiture of unvested restricted comm

stock — — — (69,500 — — — — —
Issuance of common stock and warran

a private placement, net of expenses

$465 — — — 2,772,33 3 38t 4,201 — 4,59t
Issuance of common stock and warran

a registered direct offering, net of

commission and expenses of $2,8C

and warrants of $22,8¢ — — — 15,484,00 s 22,32: — — 22,33¢
Exercise of warrants to purchase common

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

common stocl — — — (103,82) — (380) — — (380)
Net loss — — — — — — — (7,649 (7,649
Balance at December 31, 2C — — — 41,583,52 42 96,13: 23,07: (91,149 28,10«

The accompanying notes are an integral part oetfirancial statements.
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Stock-based compensation

Issuance of common stock in a
registered direct offering, net of
commission and expenses of $2,:

Exercise of warrants to purchase
common stocl

Exercise of employee stock optic

Issuance of restricted common st

Repurchase of shares of restricted
common stocl

Cancelled restricted stor

Expired warrant:

Net loss

Balance at December 31, 2C

Stocl-based compensatic

Issuance of common stock in a
securities offering, net of
commission and expenses of $.

Issuance of common stock in a
collaboration agreement net of
commission and expenses of §

Exercise of warrants to purchase
common stocl

Exercise of employee stock optic

Exercise of no-employee stock optior

Issuance of restricted common st

Repurchase of shares of restricted
common stocl

Cancelled restricted stor

Expired warrant:

Net loss

Balance at December 31, 2C

ZIOPHARM Oncology, Inc. (a development stage enterprise)

STATEMENTS OF CHANGES IN PREFERRED STOCK

AND STOCKHOLDERS' EQUITY (DEFICIT) (Cont.)
For the Period September 9, 2003 (date of inceptipmo December 31, 2012
(in thousands, except share and per share data)

Preferred
Stock and Warrants

Stockholder's Equity (Deficit)

Warrants to

Deficit
Accumulated

Purchase Additional Additional Total
Series A Paid-i itiona During the Stockholders’
Series A Preferred Cal '-ml Paid-i Developmen
Preferred Stock Stock Common Stock apital aic-in .
Common Capital Equity/
Shares Amount Warrants Shares Amount Stock Warrants Stage (Deficit)

— — — — — 3,631 — — 3,631
— — — 7,000,001 7 32,79: — — 32,80«
— — — 39,22¢ — 36( (239 — 121
— — — 196,16 — 22t — — 22t
— — — 115,00( — — — — —
— — — (416,109 (1) (1,667%) — — (1,66¢)
— — — (51,25() — — — — —
— — — — — 45 (45) — —
— — — — — — — (32,670 (32,670
— — — 48,466,56 48 131,53( 22,78¢ (123,819 30,55
— — — — — 2,75¢ — — 2,75¢
— — — 11,040,00 11 59,79¢ — — 59,80¢
— — — 6,063,16 6 28,85 — — 28,85¢
— — — 2,377,57 2 21,76¢ (9,067) — 12,70:
— — — 479,66t 1 98( — — 981
— — — 6,90« — — — — —
— — — 848,40t 1 (2) — — —
— — — (59,55¢) — (279) — — (279)
— — — (16,667 — — — — —
— — — — — 1,111 (1,117 — —
— — — — — — — (63,779 (63,779
— — — 69,206,04 6¢ 246,51¢ 12,61: (187,59:) 71,60:

The accompanying notes are an integral part oetfirancial statements.
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Stock-based compensation

ZIOPHARM Oncology, Inc. (a development stage enterprise)

STATEMENTS OF CHANGES IN PREFERRED STOCK
AND STOCKHOLDERS' EQUITY (DEFICIT) (Cont.)
For the Period September 9, 2003 (date of inceptipmo December 31, 2012
(in thousands, except share and per share data)

Issuance of common stock in a registered

direct offering, net of commission a
expenses of $3,42

Exercise of warrants to purchase comr
stock

Exercise of employee stock optic

Issuance of restricted common st

Repurchase of shares of restricted
common stocl

Cancelled restricted stor

Expired warrant:

Issuance of common stock in a
collaboration agreeme

Net Loss

Balance at December 31, 2C

Preferred
Stock and Warrants Stockholder' s Equity (Deficit)
Warrants to Deficit
Additional Accumulated
Pur(_:hase Additional Total
) Series A Paid-in During the Stockholders’
Series A Preferred Capital Paid-in Developmen
Preferred Stock Stock Common Stock Common Capital Equity/
Shares Amount Warrants Shares Amount Stock Warrants Stage (Deficit)
— — — — — 4,88( — — 4,88(
— — — 10,114,40 11 49,15¢ — — 49,17(
— — — 259,66( — 1,011 (269) — 74z
— — — 8,30( — 30 — — 30
— — — 258,03: — — — — —
— — — (123,15 — (54€) — — (54€)
— — — (123,37() — — — — —
— — — — — 5,43: (5,437) — —
— — — 3,636,92 3 18,69: — — 18,69¢
(96,137) (96,137)
= $ — $ = 83,236,84 $ 83 $ 32517 $  6,90¢ $ (283,72) $ 48,44*

The accompanying notes are an integral part oetfirancial statements.
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ZIOPHARM Oncology, Inc. (a development stage enterprise)

STATEMENTS OF CASH FLOWS

Cash flows from operating activitie
Net loss

Adjustments to reconcile net loss to net cash irsegerating activities

Depreciation and amortizatic
Stocl-based compensatic
Change in fair value of warrar
Loss on disposal of fixed ass

(in thousands)

Common stock issued in exchange fc-process research and developn

Change in operating assets and liabilit
(Increase) decrease

Collaboration receivabl

Prepaid expenses and other current a:

Other noncurrent asse

Deposits
Increase (decrease)

Accounts payabl

Accrued expense

Deferred revenu

Deferred ren

Net cash used in operating activit

Cash flows from investing activitie
Purchases of property and equipm
Proceeds from sale of property and equipn
Net cash used in investing activit
Cash flows from financing activitie
Stockholder' capital contributior
Proceeds from exercise of stock opti
Payments to employees for repurchase of restrazigamon stocl
Proceeds from exercise of warra
Proceeds from issuance of common stock and waynaet
Proceeds from issuance of preferred stock
Net cash provided by financing activiti
Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe

Supplementary disclosure of cash flow information
Cash paid for intere:

Cash paid for income tax

Supplementary disclosure of noncash investing andhancing activities:

Warrants issued to placement agents and inve
Preferred stock conversion to common st

Exercise of equil-classified warrants to common sha
Exercise of liabilit-classified warrants to common sha

For the Year Ended
December 31,

Period from
September 9, 200

(date of inception)
through

2012 2011 2010 December 31, 201
$(96,13:) $(63,779) $(32,67() $ (283,72)
65€ 26¢ 18¢ 2,57¢
4,88( 2,75¢ 3,631 20,18:
(6,050 (7,58%) 8,88¢ (10,772
48 — — 57
18,69: 17,45; — 36,15:
21 (79 — (58)
(5,599 (889) (70) (6,912
(230) (407) (122) (1,009
(43 (4) (42) (139
(216) 69€ (75€) 1,50¢
5,69t 8,28: 1,27 16,51¢
(800) 4,33: — 3,53:
244 10¢ (24) 43¢
(78,83:) (38,839 (19,699 (221,640
(1,559 (1,156 (186) (4,626
= = = 1
(1,555 (1,156) (186) (4,625
— — — 50C
30 98¢ 22¢ 1,37:
(546) (274 (1,66¢) (2,867)
33C 12,39¢ 72 13,07¢
49,17( 71,207 32,80: 270,72
= = = 16,76(
48,98 84,31 31,43 299,57
(31,407 44,32: 11,55: 73,30¢
104,71 60,39: 48,83¢ —
$ 73,30¢ $104,71: $ 60,39: $ 73,30¢
$ — $ — $ — $ —
$ — $ — $ — $ —
$ — $ — $ — $ 47,27¢
$ — $ — $ — $ 16,76(
$  26¢ $ 9,067 $  23¢ $ 9,32¢
$ 41z $ 302 $ 48 $ 352

The accompanying notes are an integral part oktfimancial statements.
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ZIOPHARM Oncology, Inc. (a development stage entengse)
NOTES TO FINANCIAL STATEMENTS

1. Organization

ZIOPHARM Oncology, Inc., which we refer to as “ZIBRRM” or the “Company”, is a biopharmaceutical caamy that seeks to acquire,
develop and commercialize, on its own or with ott@nmercial partners, products for the treatmemigibrtant unmet medical needs in
cancer.

The Company'’s operations to date have consistedgpily of raising capital and conducting reseanstl development. Accordingly, the
Company is considered to be in the developmenesaa@ecember 31, 2012. The Company’s fiscal yeds en December 31.

The Company has operated at a loss since its inceipt2003 and had no significant revenues. Then@any anticipates that losses will
continue for the foreseeable future. At December2B12, the Company’s accumulated deficit was apprately $283.7 million. The
Company currently believes that its existing casources at December 31, 2012, will be sufficieriind its operations into the second hal
2013. These factors raise substantial doubt abeuCompany’s ability to continue as a going concéhe Company has a variety of ongoing
clinical trials, the outcomes of which will have iampact on managements’ plans to improve liquiditye Company has various dilutive and
non-dilutive funding alternatives if the resulte sositive and if the results are negative, altivaaost-cutting efficiencies are planned in an
attempt to extend the Company’s cash resourcemgsals possible. There is no assurance that anydising or any cost-cutting alternative
would be realized. In addition, changes may odeat would consume the Company’s existing capitialrgo the second half of 2013,
including expansion of the scope of, and/or slothan expected progress of, the Company’s reseatid@elopment efforts and changes in
governmental regulation. Actual costs may ultimatelry from the Company’s current expectations,ciféould materially impact the
Company'’s use of capital and the Company’s foreatte period of time through which the Companfjhancial resources will be adequat
support the Company’s operations. The Company lsasaasumed responsibility for the advancemenwvofgroduct candidates in the clinic
under its exclusive channel partnership with Intreflote 2 and the Company expects that the costiased with these and additional prot
candidates will increase the level of its overafigarch and development expenses significanthgdomvard. Although the Company’s
forecasts for expenses and the sufficiency ofdfstal resources takes into account its plans teldg the Intrexon products, the Company
assumed development responsibility for these prisdut January 6, 2011, and the actual costs assddlaerewith may be significantly in
excess of forecasted amounts. In addition to afmsters, the Company’s actual cash requirementsvagymaterially from the Company’s
current expectations for a number of other fadtioas may include, but are not limited to, changethe focus and direction of its research and
development programs, competitive and technicahades, costs associated with the development @@ dhepany’s product candidates, its
ability to secure partnering arrangements, andsaufstiling, prosecuting, defending and enforcihng Company’s intellectual property rights. If
the Company exhausts its capital reserves morélguitan anticipated, regardless of the reason th@dCompany is unable to obtain
additional financing on terms acceptable to ittoalh the Company will be unable to proceed widvelopment of some or all of our product
candidates on expected timelines and will be fotogatioritize among them. Moreover, if the Compdais to advance one or more of its
current product candidates to later-stage clirtigals, successfully commercialize one or moreg®product candidates, or acquire hew produc
candidates for development, the Company may hdfieuiy attracting investors that might otherwise a source of additional financing.

In the current economic environment, the Companged for additional capital and limited capitaloeses may force it to accept financing
terms that could be significantly more dilutiveeixisting stockholders than if the
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ZIOPHARM Oncology, Inc. (a development stage entengse)
NOTES TO FINANCIAL STATEMENTS

1. Organization (Continued)

Company were raising capital when the capital mankere more stable. To the extent that the Compaisgs additional capital by issuing
equity securities, its stockholders may experiatitgion. In addition, the Company could grant figtunvestors rights superior to those of its
existing stockholders. If the Company raises addéi funds through collaborations and licensingrgements, it could be necessary to
relinquish some rights to its technologies, prodizcididates or products, or grant licenses on tématsare not favorable to the Company. If it
raises additional funds by incurring debt, the Camypcould incur significant interest expense ambbee subject to covenants in the related
transaction documentation that could affect themaam which the Company conducts its business.

2. Financings

On January 20, 2012, the Company entered into daramiting agreement with J. P. Morgan Securitie€|as representative of the several
underwriters named therein, relating to the isseard sale of 9,650,000 shares of our common sidekprice to the public in the offering
was $5.20 per share, and the underwriters agregdrthase the shares from the Company pursuahé tortderwriting agreement at a purchas
price of $4.888 per share. Under the terms of tigenwriting agreement, the Company also granteditiderwriters an option, exercisable for
30 days, to purchase up to an additional 1,447sb@@es of common stock at a purchase price of 848Bshare. The offering was made
pursuant to the Company’s effective registrati@teshent on Form S-3 (Registration Statement No-133393) previously filed with the SE
and a prospectus supplement thereunder. The urnitasypurchased the 9,650,000 shares on Janua®023,and purchased an additional
464,401 shares on January 31, 2012 pursuant fuettial exercise of their option to purchase addai shares, resulting in our issuing a total
of 10,114,401 shares. The net proceeds from tlegioff were approximately $49.2 million after dedligtunderwriting discounts and estime
offering expenses payable by the Company.

On February 3, 2011, the Company entered into demwriting agreement with Barclays Capital Inc.Barclays, relating to the issuance and
sale of 9,600,000 shares of the Company’s comnaok $t a public offering. The price to the publicthe offering was $5.75 per share, and
Barclays, as the sole underwriter for the offerigyeed to purchase the shares from the Compasyanirto the underwriting agreement at a
purchase price of $5.425 per share. Under the tefriie underwriting agreement, the Company alsotgd Barclays an option, exercisable
for 30 days, to purchase up to an additional 1@Rshares of the Company’s common stock at a peecprice of $5.425 per share. On
February 8, 2011, the transactions contemplatetidyinderwriting agreement were completed. In cotime with the closing, Barclays
exercised in full its option to purchase the addisl 1,440,000 shares, resulting in the Companyrigsa total of 11,040,000 shares at the
closing. The net proceeds from the offering wengragmately $59.8 million after deducting undeniri discounts and offering expenses.

On January 6, 2011, and in conjunction with the Gany’s execution and delivery of the Channel Agreetwith Intrexon Corporation, or
Intrexon, the Company entered into a Stock PurcAgseement and Registration Rights Agreement witrekon. On January 12, 2011, and
pursuant to that Stock Purchase Agreement, Intrpxochased 2,426,235 shares of the Company’s constook in a private placement for a
total purchase price of $11,645,928, or $4.80 pares The Company simultaneously issued to Intrexoadditional 3,636,926 shares of its
common stock for a cash purchase price equal t8@t@01 par value of such shares, which price veasngd paid in partial consideration for
the execution and delivery of the Channel AgreemEnis resulted in a non-cash expense of approeim&l7.5 million for the in process
research and development. Under the terms of thekRurchase Agreement, the Company agreed totednrexon an additional 3,636,926
shares of its common stock under certain conditigots dosing of the first patient in a ZIOPHARM-doeted Phase 2 clinical trial in the
Unites States, or similar study as the parties agage in a country other than the United States,pbduct candidate that is created, produ
developed or identified directly or indirectly bg during
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ZIOPHARM Oncology, Inc. (a development stage entengse)
NOTES TO FINANCIAL STATEMENTS

2. Financings (Continued)

the term of the Channel Agreement and that, subjecértain exceptions, involves DNA administeredhimans for expression of anti-cancer
effectors for the purpose of treatment or prophiglat cancer. These shares were issued on NovemBe12 (See Note 11 to the financial
statements, Preferred Stock and Stockholders’ fquand when issued, the purchase price for suareshwas equal to the $0.001 par value o
such shares, which price was deemed paid in padiadideration for the execution and delivery & @hannel Agreement, in accordance with
the terms of the Stock Purchase Agreement. Pursoidiné Registration Rights Agreement, the Compgeasg/filed a registration statement with
the SEC registering the resale of the shares thdtave issued or may issue to Intrexon under thekSturchase Agreement.

Also under the Stock Purchase Agreement, if regdesy the Company and subject to certain conditigastrictions and limitations, Intrexon
has agreed to purchase the Company'’s securitis@ninction with “qualified” securities offeringthat are conducted by the Company while
the Channel Agreement remains in effect. In corjonavith a qualified offering, Intrexon has comtad to purchase up to 19.99% of the
securities offered and sold therein (exclusiventifeixon’s purchase) if requested to do so by tha@my. Intrexon will not be obligated to
purchase securities in a “qualified” securitieffening unless the Company is then in substantiahgliance with its obligations under the
Channel Agreement and, with respect to a “qudlifieffering that is completed following January8)12, the Company confirms its intent
that 40% of the offering’s net proceeds shall hagen spent, or in the next year will be spenthey@ompany under the Channel Agreement.
In the case of a “qualified” offering that is cqreted after January 6, 2013, Intrexon’s purchasernsitment will be further limited to an
amount equal to one-half of the proceeds sperd betspent by the Company under the Channel Agreeiimérexon’s aggregate purchase
commitment for all future qualified offerings ispyzed at $50.0 million. The Company and Intrexorssgently amended the Stock Purchase
Agreement to clarify that gross proceeds from tile ef Company securities to Intrexon in a qualifiéfering will apply against Intrexon’s
$50.0 million purchase commitment regardless ofttiwielntrexon participates voluntarily or at thguest of the Company. As a result of
Intrexon’s purchase of securities in our Februd@ry2public offering, the remaining maximum amouhindrexon’s equity purchase
commitment is approximately $29.0 million.

On May 27, 2010, the Company entered into an undlémgy agreement with Jefferies & Company, Ince(tRepresentative”) relating to the
issuance and sale of 7,000,000 shares of the Caorispsmmmon stock, par value $0.001 per share. Térésentative, on behalf of itself and
JMP Securities LLC, as underwriters for the offgripurchased 7,000,000 shares from the Companyanirto the underwriting agreement
and offered the shares to the public at a pricB5dd0, and to certain dealers at that price lesmaession not in excess of $0.18 per share of
common stock. The net proceeds to the Company tfharoffering were $32.8 million, after deductingderwriting discounts, commissions
and other offering expenses of $2.2 million. Thiekifig was completed on June 2, 2010. Under thes@f the underwriting agreement, the
Company granted the Representative an option, isadle for 30 days, to purchase up to an additidf@30,000 shares of common stock to
cover over-allotments, if any. The overallotmenpiesd on July 2, 2010, without being exercised.

On December 4, 2009, the Company entered into darwamiting agreement in which JMP Securities LL@ &odman & Renshaw, LLC
agreed to serve as co-lead managers (togethétJtiterwriters”) in connection with a public offegrand sale by the Company of 15,484,000
units at a price to the public of $3.10 per unitdooss proceeds of $48.0 million. The Company $2i@ million in commissions and offering
expenses and expects to use the remaining netgqueoé $45.2 million for general corporate purposésch include ongoing research and
development activities. Each unit sold in the affgrconsisted of one share of our common stockaamidivestor warrant to purchase 0.5 of a
share of common stock. The shares of common stotthreestor warrants were immediately separable. dbsing of the transaction occurred
on December 9, 2009.
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ZIOPHARM Oncology, Inc. (a development stage entengse)
NOTES TO FINANCIAL STATEMENTS

2. Financings (Continued)

In connection with a 2009 underwritten public offfey, the Company issued warrants to purchase aregatg of 8,206,520 shares of common
stock (including the investor warrants and 464,&20rants issued to the Underwriters). The investanrants are exercisable immediately and
the underwriter warrants exercisable six montherafte date of issuance. The warrants have anisggidce of $4.02 per share and have a
year term. The fair value of the warrants was estih at $22.9 million using a Ble-Scholes model with the following assumptions: etpé
volatility of 105%, risk free interest rate of 2%4expected life of five years and no dividends.

The Company assessed whether the warrants requeioersting as derivatives. The Company determinatthie warrants were not indexed to
the Company’s own stock in accordance with Findrigounting Standards Board, or FASB, Accountirtgn8ards Codification, or ASC,
Topic 815,Derivatives and HedgingAs such, the Company has concluded the warrdthtsod meet the scope exception for determining
whether the instruments require accounting as devies and should be classified as liabilities (dete 9 to the financial statements,
Warrants).

On September 9, 2009, the Company entered intowaides purchase agreement with certain invegiarsuant to which it sold a total of
2,772,337 units (the “2009 Private Placement”) haait consisting of one share of common stockamgrrant to purchase one share of
common stock for a purchase price of $1.825 per Whee closing of the transaction occurred on Saptr 15, 2009. In connection with the
2009 Private Placement, the Company raised appedglyn$5.1 million in gross proceeds. After pay$#h5 thousand in placement agent fee:
and offering expenses, the net proceeds were $liérm

In connection with a 2009 private placement, thenGany issued warrants to purchase an aggregat®1,254 shares of common stock
(including 138,617 warrants issued to the placeragents) which are exercisable immediately. Theamis have an exercise price of $2.0¢
share and have a five year term. The fair valub@fvarrants was estimated at $4.2 million usiijeek-Scholes model with the following
assumptions: expected volatility of 105%, risk fieerest rate of 2.41%, expected life of five yeand no dividends. The fair value of the
warrants was recorded in the equity section obtilance sheet.

The Company assessed whether the warrants req@oering as derivatives. The Company determinatttie warrants were indexed to the
Company’s own stock in accordance with FASB ASCig@&15,Derivatives and HedgingAs such, the Company has concluded the warrant
meet the scope exception for determining whetheirtstruments require accounting as derivativesshiodild be classified in stockholders’
equity.

In connection with the 2009 Private PlacementGbenpany entered into a registration rights agreéméh each of the investors. The
registration rights agreement requires that the (@ file a “resale” registration statement covgrtl of the shares issued in the 2009 Privat
Placement and the shares issuable upon exercibe wfarrants issued in the 2009 Private Placererth the maximum number of shares abls
to be registered pursuant to applicable SecutiesExchange Commission (“SEC”) regulations, witBindays of the closing of the 2009
Private Placement. The Company filed the registnastatement with the SEC on September 28, 2008 . 333-162160). Under the terms
of the registration rights agreement, the Compargbligated to maintain the effectiveness of tleséte” registration statement until all
securities therein are sold or are otherwise casolepursuant to Rule 144, without any restrictiof cash penalty at the rate of 1% of the
purchase price per month, capped at a maximumf dfthe purchase price (or $506 thousand), willrlggered for any filing or
effectiveness failures or if, at any time after simnths following the closing of the 2009 Privatad@ment, the Company ceases to be curre
periodic reports with the SEC.

F-15



Table of Contents

ZIOPHARM Oncology, Inc. (a development stage entengse)
NOTES TO FINANCIAL STATEMENTS

2. Financings (Continued)

In December 2006, the FASB issued an accountinglatd, which addresses an issuer’s accountingtpstration payment arrangements. The
accounting standard specifies that the contingbligation to make future payments or otherwisedfanconsideration under a registration
payment arrangement, whether issued as a sepgratneent or included as a provision of a finanicistrument or other agreement, should be
separately recognized and measured in accordaticd&-®EB guidance in Accounting for Contingencieseaccounting standard further
clarifies that a financial instrument subject teegistration payment arrangement should be accddatén accordance with US GAAP without
regard to the contingent obligation to transfersideration pursuant to the registration paymerarayement. The Company applied the
recognition and measurement provisions of the atoy standard to the registration rights assodiatith the registration rights agreement.
result, the Company believes that the contingeligation to make future payments is not probablg as such has recorded no liability
associated with these registration rights.

On February 23, 2007, pursuant to subscriptioneagents between the Company and certain institteomhother accredited investors, the
Company completed the sale of an aggregate of ®93Ghares of the Company’s common stock at & pifi€5.225 per share in a private
placement (the “2007 Offering”). In addition to sieeshares sold in the 2007 Offering, the Compasty iabued to each investor a five-year
warrant to purchase, at an exercise price of $gerSshare, an additional number of shares of constank equal to 20 percent of the shares
purchased by such investor in the 2007 Offerindhénaggregate, these warrants entitle investgositchase an additional 1,182,015 shares o
common stock. The Company estimated the fair vafubese warrants at $4.7 million using the Blackd®es model, using an assumed risk-
free rate of 4.71% and an expected life of 5 yeartility of 93%, and a dividend yield of 0%. Thatal gross proceeds resulting from the -
Offering was approximately $30.9 million, beforeddeting selling commissions and expenses.

The Company assessed whether the warrants requeioersting as derivatives. The Company determinatthie warrants were indexed to the
Company’s own stock in accordance with ASC Topig,&lerivatives and HedgingAs such, the Company has concluded the warrae&t m
the scope exception for determining whether theunsents require accounting as derivatives andldhmeiclassified in stockholders’ equity.

The Company engaged Paramount BioCapital, IncréfRaunt”), Oppenheimer & Co. Inc., and Griffin Sgtas, Inc. (together, the “2007
Placement Agents”) as placement agents in conmewtiih the 2007 Offering. In consideration for theérvices, the Company paid the 2007
Placement Agents aggregate cash commissions ofillién (of which $1.0 million was paid to Paranmipsee Note 7 to the financial
statements, Related Party Transactions) and igsyedr warrants to the 2007 Placement Agents anddksignees to purchase an aggrege
156,058 shares of the Compasigommon stock at an exercise price of $5.75 pamestin connection with the 2007 Offering, the Campalsc
made cash payments of $222 thousand and issuearSvgerants to purchase 21,244 shares of the Coyigpemmmon stock, at an exercise
price of $5.75 per share, to a financial consulpamsuant to the non-circumvention provision ofiampagency agreement. The Company
estimated the fair value of these 177,302 warran$y09 thousand using the Black-Scholes modeigusn assumed risk-free rate of 4.71%
and an expected life of 5 years, volatility of 93&d a dividend yield of 0%.

The Company assessed whether the warrants req@oerging as derivatives. The Company determinetttie warrants were indexed to the
Company’s own stock in accordance with ASC Topig,&erivatives and HedgingAs such, the Company has concluded the warraaét m
the scope exception for determining whether th&linsents require accounting as derivatives andldhmeiclassified in stockholders’ equity.

Pursuant to the 2007 Offering, the Company agreers¢ its best efforts to (i) file a registratidatement covering the resale of the shares sol
in the 2007 Offering and the common stock issuaplen exercise of the
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investor warrants and placement agent warrantedssuthe 2007 Offering within 45 days followingetblosing date of the 2007 Offering, and
(ii) use reasonable commercial efforts to causedbestration statement to be effective within Ha@'s after such final closing date.

With respect to each investor in the 2007 Offerthg, Company also agreed to use reasonable conaiheffoirts to cause the registration
statement to remain effective until the earliestijothe date on which the investor may sell altted shares and shares issuable upon exercise
the warrants then held by the investor pursuattigaRule 144 of the Securities Act of 1933 without reb volume restrictions; and (i) su
time as all of the securities held by the investud registered under the registration statemere haen sold pursuant to a registration
statement, or in a transaction exempt from thesteggion and prospectus delivery requirements @&acurities Act of 1933 under Section 4(1
thereof so that all transfer restrictions and retsée legends are removed upon the consummaticuci sale. The 2007 Placement Agents
have been afforded equivalent registration rigkttha investors in the 2007 Offering with respedhi shares issuable upon exercise of the
placement agent warrants. Effective January 1, 20@7/Company adopted a new accounting standarchwaguires that instruments subjec
registration payments are accounted for withouarggo the contingent obligation to make registragpayments. As a result, the Company ha
determined that no contingent loss exists basathdristory of timely annual, quarterly and regasion filings. The Company intends to
continue the timely compliance with all SEC filingguirements, which will keep the Company currerat the shares registered. On March 1,
2007, the Company filed a registration statemerff@m S-3 with the Securities and Exchange Comuonisdihe registration statement was
declared effective on March 26, 2007, rendering#isale of the shares issued in the 2007 Offeggistered under the Securities Exchange

of 1933 and no penalty was recorded.

On May 3, 2006, pursuant to subscription agreemémtsCompany and certain institutional and otlveredited investors, the Company
completed the sale of an aggregate of 7,991,25@slwh the Company’s common stock at a price dd&per share in a private placement (the
“2006 Offering”). In addition to the shares, then@many also issued to each investor a five-yearamato purchase, at an exercise price of
$5.56 per share, an additional number of sharesmmon stock equal to 30 percent of the sharepeed by such investor in the 2006
Offering. In the aggregate, these Warrants erititlestors to purchase an additional 2,397,392 shareommon stock. The Company
estimated the fair value of these warrants at $8l6n using the Black-Scholes model, using aruassd risk-free rate of 5.01% and an
expected life of 5 years, volatility of 100%, andiaidend yield of 0%. The total gross proceedsiitesy from the 2006 Offering was
approximately $37 million, before deducting sellegmmissions and expenses.

The Company assessed whether the warrants reqeioarging as derivatives. The Company determinatitiie warrants were both

(1) indexed to the Company’s own stock and (2)sifeesl in stockholders’ equity in accordance witB@ Topic 815Perivatives and

Hedging. As such, the Company has concluded the warraeét the scope exception for determining whetheirtsieuments require
accounting as derivatives and should be classifistiockholders’ equity.

The Company engaged Paramount BioCapital, IncGuiftin Securities, Inc. (together, the “2006 Plamnt Agents”) as co-placement agents
in connection with the 2006 Offering. In consid@matfor their services, the Company paid the 20@@&&ment Agents and certain selected
dealers engaged by the 2006 Placement Agents amdi#signees aggregate cash commissions of $#i6mfof which $1.7 million was paid
to Paramount; see Note 7 to the financial statespn&slated Party Transactions) and issued 7-yeaamta to the 2006 Placement Agents and
their designees to purchase an aggregate of 798i#18s of the Company’s common stock (10 perdehiecshares sold in the 2006 Offering)
at an exercise price of $5.09 per share. The Coynestimated the fair value of these warrants & $8llion using the Black-Scholes model,
using an assumed
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risk-free rate of 5.01% and an expected life ok@rg, volatility of 100% and a dividend yield of 0%e Company made reimbursements of
$100 thousand to the 2006 Placement Agents for éxpienses incurred in connection with the 200&@fg.

Pursuant to the 2006 Offering, the Company agreers¢ its best efforts to (i) file a registratidatement covering the resale of the shares
issued in the 2006 Offering and the common stoskable upon exercise of the warrants issued i2@06é Offering (including the placement
agent warrants) within 30 days following the clasduate of the 2006 Offering, and (ii) use its remdde commercial efforts to cause the
registration statement to be effective within 12@<lafter such final closing date.

With respect to each investor in the 2006 Offerthg, Company also agreed to use its reasonable earrahefforts to cause the registration
statement to remain effective until the earliestijothe date on which the investor may sell altted shares issued in the 2006 Offering and
shares issuable upon exercise of the warrantshiblenby the investor pursuant to then-Rule 14sefSecurities Act of 1933 without regard to
volume restrictions; and (ii) such time as alllvé securities held by the investor and registerettuthe registration statement have been solc
pursuant to a registration statement, or in a &retisn exempt from the registration and prospedalivery requirements of the Securities Ac
1933 under Section 4(1) thereof so that all transtrictions and restrictive legends are remaysoh the consummation of such sale. The
2006 Placement Agents have been afforded equivedgidtration rights as the investors in the 208@1hg with respect to the shares issuable
upon exercise of the placement agent warrants.afferissued in the 2006 Offering are classifiedqasty. On May 19, 2006, the Company
filed a registration statement on Form S-3 with $eeurities and Exchange Commission. The registratiatement was declared effective on
May 30, 2006, rendering the resale of the shasgdin the 2006 Offering registered under the @#Es Exchange Act of 1933 and no
penalties were recorded.

On August, 3, 2005, the Company entered into aredment and Plan of Merger dated as of August 3 20@ “Merger Agreement”) with
EasyWeb, Inc., a Delaware corporation (“EasyWedig ZIO Acquisition Corp., a Delaware corporatiow avholly-owned subsidiary of
EasyWeb (“ZIO Acquisition”). EasyWeb was a compdmgt was incorporated in September 1998 and haulibgbe business of designing,
marketing, selling and maintaining customized amdplate turnkey sites on the Internet that aredaoy third parties. At the time of the
Merger (as defined below), however, EasyWeb hadpavating business and had limited assets anditiiedi Pursuant to the Merger
Agreement, ZIO Acquisition merged with and into ABARM, with ZIOPHARM remaining as the surviving cpamy and a wholly-owned
subsidiary of EasyWeb (the “Mergerih connection with the Merger, which was effectageof September 13, 2005, ZIO Acquisition ceas
exist and the surviving company changed its cotganame to ZIOPHARM, Inc. Based upon an Exchang®Ras defined in the Merger
Agreement, in exchange for all of their sharesagfial stock in ZIOPHARM, the ZIOPHARM stockholdeeceived a number of shares of
common stock of EasyWeb such that, upon completidhe Merger, the then-current ZIOPHARM stockhatdieeld approximately 96.8% of
the outstanding shares of common stock of EasyWebfally-diluted basis. Upon completion of the der, EasyWeb ceased all of its
remaining operations and adopted and continuedeimg@nhting the business plan of ZIOPHARM. Furtheeaive upon the Merger, the then
current officers and directors of EasyWeb resigaed, the then current officers and directors of PHARM were appointed officers and
directors of EasyWeb. In conjunction with the MetgdOPHARM made payments of approximately $425,@0D0ertain affiliates of EasyWeb
in the third quarter of 2005. Subsequently, on Sapier 14, 2005, ZIOPHARM merged into EasyWeb, aaslyi/eb changed its name to
ZIOPHARM Oncology, Inc.

Although EasyWeb was the legal acquirer in thesaation, ZIOPHARM became the registrant with theusities and Exchange Commission.
Under generally accepted accounting principlestridmesaction was
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accounted for as a reverse acquisition, wherebyPHBRM was considered the acquirer of EasyWeb faaricial reporting purposes because
ZIOPHARM'’s stockholders controlled more than 50%ta post-transaction combined entity, the managéared the board were that of
ZIOPHARM after the transaction, EasyWeb had no afieg activity and limited assets and liabilitiesad the transaction date, and the
continuing operations of the entity are those @®ZHARM.

Accordingly, the equity of EasyWeb was adjustedeftect a recapitalization of the stock and theigyqof ZIOPHARM was adjusted to reflect
a financing transaction with the proceeds equéi¢met asset value of EasyWeb immediately pridihéoMerger. The historical financial
statements of ZIOPHARM became the historical finalnstatements of the Company. The historical dtotders’ equity was retroactively
restated to adjust for the exchange of shares potsa the Merger Agreement. All share and peresivdormation included in the
accompanying financial statements and notes gfeeteb the exchange, except as otherwise stated.

On June 6, 2005, the Company completed an offétireg“2005 Offering”) of Series A Convertible Prafsd Stock (“Series A Preferred
Stock”). The Company issued 4,197,946 shares &1$4r gross proceeds of approximately $18.1 millim connection with the 2005
Offering, the Company compensated Paramount, pleceagent for the 2005 Offering, or its affiliafes its services through the payment of
(a) cash commissions equal to 7% of the gross posciom the sale of the shares of Series A Pefe3tock, and (b) placement warrants to
acquire 419,794 shares of Series A Preferred Jthek'Series A Stock Warrants'@xercisable for a period of 7 years from the clgsiate at
per-share exercise price equal to 110% of the meceshare sold in the 2005 Offering. These comionissare also payable on additional sales
by the Company of securities (other than in a pubffering) to investors introduced to the CompagyParamount during the twelve

(12) month period subsequent to the final closifithe Offering. The Company also paid Paramourgxgense allowance of $50 thousand to
reimburse Paramount for its out-of-pocket expen&kss, for a period of 36 months from the final €ileg, Paramount has the right of first
refusal to act as the placement agent for any fgrisale of the Company’s securities. On Septembge2005, the Series A Preferred Stock was
converted to 4,197,946 of the company’s commorkstoastly, the Company has agreed to indemnify fRatant against certain liabilities,
including liabilities under the Securities Act (d¢ete 7 to the financial statements, Related PEr@ysactions).

The Company valued the Series A Stock Warrantgusia Black-Scholes model and recorded a char§é .@fmillion against additional paid-
in capital. The Company has estimated the fairevalusuch warrants using the Black-Scholes modéhguan assumed risk-free rate of 3.93%
and expected life of 7 years, volatility of 134%latividend yield of 0%. The net proceeds from tB82 Offering were used for research and
development, licensing fees and expenses, anddiking capital and general corporate purposes.

3. Summary of Significant Accounting Policies
Basis of Presentatiol

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 confoymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfenetttae reported amounts of assets and liakslgied the disclosure of contingent assets
and liabilities at the date of the financial stadens
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and the reported amounts of revenues and expeuseg the reporting period. Although the Companyularly assesses these estimates, a
results could differ from those estimates. Charngestimates are recorded in the period in whidy thecome known.
The Company’s most significant estimates and judgsesed in the preparation of our financial statets are:

e Clinical trial expenses

e Fair value measurements for stock based compensatid warrants; ar

* Income taxes

Subsequent Event

The Company evaluated all events and transacti@otcurred after the balance sheet date thrdwegtdte of this filing. During this period,
the Company did not identify any material eventd tequire accounting or disclosure in these fir@rstatements.

Cash and Cash Equivalents

Cash equivalents consist primarily of demand deasiounts and deposits in short-term U.S. treasumyey market mutual funds. Cash
equivalents are stated at cost, which approxinfaiesharket 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 accounts in commeraig{d) which may, at times, exceed federally inslinails. The Company has not
experienced any losses in such accounts. The Confqedieves it is not exposed to any significantireésk on cash and cash equivalents.

Property and Equipmen

Property and equipment are recorded at cost. Exjpees for maintenance and repairs are chargegperse while the costs of significant
improvements are capitalized. Depreciation is ptediusing the straight-line method over the follugvestimated useful lives of the related
assets, which is between three and five years. Ugtmement or sale, the cost of the assets dispokand the related accumulated deprecie
are eliminated from the balance sheets and retgig or losses are reflected in the statemeraperfations.

Restricted Casl
Other non-current assets include cash of $691 #rmulithat is restricted as collateral for the Comgfsafacility leases.

Long-Lived Assets

In accordance with FASB accounting standards, thmgany reviews the carrying values of its longdiassets for possible impairment
whenever events or changes in circumstances irdibat the carrying amounts of the assets mayaodédoverable. Any long-lived assets helc
for disposal are reported at the lower of theiryiag amounts or fair values less costs to sell.
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Warrants

The Company applies the accounting standard whichiges guidance in assessing whether an equityebsancial instrument is indexed to
an entity’s own stock for purposes of determinirttetiher a financial instrument should be treatea derivative. In applying the methodology
the Company concluded that certain warrants isbygtie Company have terms that do not meet theriaito be considered indexed to the
Company'’s own stock and therefore are classifidéhhdities in the Company’s balance sheet. Th#ility classified warrants are subject to re
measurement at each balance sheet date and amyedhdair value is recognized as a component beBincome, net in the accompanying
Statement of Operations. Fair value is measuradjube binomial valuation model. In December 2@h&,Company switched from the Black-
Scholes valuation model to the binomial valuatioodel as it provides a better evaluation of the if@rket value of the Company’s liability-
classified warrants.

Fair Value Measurements

The Company accounts for fair value measuremerits éhancial assets and liabilities and non-ficiahassets and non-financial liabilities,
except those that are recognized or disclosedeifiitiancial statements at fair value on a recurbagis. The accounting standard defines fair
value, establishes a framework for measuring faine under generally accepted accounting princigtesenhances disclosures about fair v
measurements. Fair value is defined as the exchaigethat would be received for an asset or frtdansfer a liability (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 to measure fairevialust maximize the use of observable inputs andnize the use of unobservable

inputs. The standard describes a fair value hibyabased on three levels of inputs, of which th& two are considered observable and the la
unobservable, that may be used to measure faie walhich are the following:

» Level 7—Quoted prices in active markets for identical assetiabilities.

» Level 2—Inputs other than Level 1 that are obsdejaither directly or indirectly, such as quotettes for similar assets or
liabilities; quoted prices in markets that are active; or other inputs that are observable ortmanorroborated by observable
market data for substantially the full term of tssets or liabilities

» Level 3—Unobservable inputs that are supportedttdy br no market activity and that are signifitamthe fair value of the assets
or liabilities.
Assets and liabilities measured at fair value oacarrring basis as of December 31, 2012 and 204 asafollows:

(% in thousands Fair Value Measurements at Reporting Date U
Quoted Prices in
Active Markets fo

Identical Significant Othe Significant
Balance as of Assets/Liabilities Observable Inpu Unobservable Inpu
Description December 31, 20: _(tevell) __(Level?) _(Level3)
Cash equivalents $ 72,002 $ 72,002 $ — $ =
Warrant liability $ 12,96 $ - $ 1296 $ -
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(% in thousands Fair Value Measurements at Reporting Date U
Quoted Prices in
Active Markets fo

Identical Significant Othe Significant
Balance as of Assets/Liabilities Observable Inpu Unobservable Inpu
Description December 31, 20: (Level 1) (Level 2) (Level 3)
Cash equivalents $ 103,73¢ $ 103,73¢ $ — $ —
Warrant liability $ 19,42¢ $ — $ 19,42¢ $ —

The cash equivalents represent deposits in a s&rartU.S. treasury money market mutual fund. Theravds were valued using a binomial
valuation model. See Note 9 to the financial statets) Warrants, for additional disclosure on theaton methodology and significant
assumptions.

Revenue Recoghnitio

The Company receives revenue from a collaboratipeeament (see Note 4 to the financial statemermalidrations and Alliances).
Collaboration arrangements typically include paytadar one or more of the following: non-refundahlgfront license fees, funding of
research and development efforts, milestone payiespecified objectives are achieved and/or pisliaring or royalties on product sales.
Arrangements containing multiple elements are didithto separate units of accounting if certaitecia are met, including whether the
delivered element has stand-alone value to thaloodhtive partner. The consideration receivedas #illocated among the separate units base
on their respective fair values and the applicadenue recognition criteria are applied to eacthefseparate units.

Revenue from non-refundable, upfront research aveéldpment fees is reported as research and deweldpevenue and is recognized on a
straight-line basis over the contracted or estichatriod of performance, which is typically the dipment term. Research and development
funding is earned over the period of effort.

Milestone payments are recognized as researchamdabhment revenue upon achievement of the milesbaty if (1) the milestone paymen
non-refundable, (2) substantive effort is involne@chieving the milestone and (3) the amount efrtlilestone is reasonable in relation to the
effort expended or the risk associated with achmem of the milestone. If any of these conditioresrzot met, the milestone payment is
deferred and recognized as revenue over the estimammaining period of performance under the cohtta the Company completes its
performance obligations.

Research and Development Co

Research and development expenditures are chargkd statement of operations as incurred. Sudis @odude proprietary research and
development activities, purchased research anda@went, and expenses associated with researctieargbpment contracts, whether
performed by the Company or contracted with indelpanthird parties.

Income Taxes

Income taxes are accounted for under the liahitigthod. Deferred tax assets and liabilities aregeized for the estimated future tax
consequences of temporary differences betweernrthedal statement carrying amounts and their respetax bases. Deferred tax assets anc
liabilities are measured using enacted tax ratpecird to
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apply to taxable income in the year in which thegerary differences are expected to be recoversettled. The Company evaluates the
realizability of our deferred tax assets and eshbt a valuation allowance when it is more likblgn not that all or a portion of deferred tax
assets will not be realized.

The Company accounts for uncertain tax positiomsgus “more-likely-than-not” threshold for recogimg and resolving uncertain tax
positions. The evaluation of uncertain tax posgigbased on factors including, but not limitedcteanges in tax law, the measurement of tax
positions taken or expected to be taken in taxmsiuhe effective settlement of matters subjeeiLidit, new audit activity and changes in facts
or circumstances related to a tax position. The @om evaluates this tax position on an annual b@kis Company also accrues for potential
interest and penalties, related to unrecognizedégefits in income tax expense (see Note 10 tdithacial statements, Income Taxes).

Accounting for Stocl-Based Compensation

Stock-based compensation cost is measured atdne dpite, based on the estimated fair value chbaad, and is recognized as expense over
the employee’s requisite service period. Stock-ti@&sepensation expense is based on the numberasfiawltimately expected to vest and is
therefore reduced for an estimate of the awardsatleaexpected to be forfeited prior to vestingn§istent with prior years, the Company uses
the Black-Scholes option pricing model which regsiestimates of the expected term option holddrsetain their options before exercising
them and the estimated volatility of the Comparmgmmon stock price over the expected term.

The Company recognizes the full impact of its sHzeed employee payment plans in the statemewisevétions for each of the years ended
December 31, 2012, 2011, and 2010 and did notategitany such costs on the balance sheets. The@&ugmecognized $3.1 million, $2.1
million, and $1.3 million of compensation expenskated to vesting of employee stock options dutliregyears ended December 31, 2012,
2011, and 2010, respectively. In the years endestbber 31, 2012, 2011, and 2010, the Company rezedyfi1.7 million, $635 thousand, ¢
$2.4 million of compensation expense, respectiveated to vesting of restricted stock (see N@¢olthe financial statements, Stock Option
Plan). In the years ended December 31, 2012, 201112010, the Company recognized $4.9 million, $2ilBon, and $3.6 million of
compensation expense, respectively, related tangest employee and director awards. In the yealedrDecember 31, 2010, the Company
recognized $27 thousand of compensation expersedeaio non-employee milestone awards. The follgwdtble presents share-based
compensation expense included in the Company’'e&&its of Operations:

Year ended December 31

(in thousands 2012 2011 2010
Research and development $1,917 $ 89C $ 69C
General and administrati 2,96 1,86¢ 2,947
Share based employee compensation expense befc 4,88( 2,75¢ 3,63
Income tax benefi — — —
Net share based employee compensation exj $ 4,88( $2,75¢ $ 3,63

Prior to the adoption of the current accountingndéads in 2006, the Company previously accountedtick-based awards to employees usin
the intrinsic value method and had elected thdakisce-only alternative. All stock-based awardadoemployees were accounted for at their
fair value. The Company had recorded the fair valueach stock option issued to non-employees t&srdaed at the date of grant using the
Black-Scholes option pricing model.
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The following table illustrates the effect on netd and earnings per share if the Company hadealplé fair value recognition provisions of
current accounting standards to stock-based avitamuisSeptember 9, 2003 (date of inception) to Ddwemn31, 2005:

September 9, 200:
(date of inception) tc

(in thousands, except per share d¢ December 31, 2005
Net loss:

As reportec $ (15,369
Stocl-based compensation expense included in reportddss 802
Stoclk-based compensation expense under th-value based methc (1,75¢)
Pro forma net los $ (16,319
Basic and diluted net loss per sh:

As reportec $ (3.79)
Pro forma $ (3.99)

The fair value of each stock option is estimatethatdate of grant using the Black-Scholes optidcing model. The estimated weighted-
average fair value of stock options granted to eyges in 2012, 2011, and 2010 was approximatey6$$4.04, and $3.26 per share,
respectively. Assumptions regarding volatility, egfed term, dividend yield and risk-free interesérare required for the Bla@eholes mode
The volatility assumption is based on the Compahigtorical experience. The risk-free interest iateased on a U.S. treasury note with a
maturity similar to the option award’s expectee.liThe expected life represents the average pefitiche that options granted are expected to
be outstanding. The Company calculated volatilging the simplified method described in SEC Staf€dunting Bulletin, or SAB, No. 107
and No. 110. The assumptions for volatility, expddife, dividend yield and risk-free interest rate presented in the table below:

2012 2011 2010
Weighted average risk-free interest rate 0.79- 1.13% 1.09- 2.69% 1.13- 2.75%
Expected life in year 6 6 5
Expected volatility 83.36- 83.53% 83.26- 87.29% 89.2- 90.6%
Expected dividend yiel 0 0 0

Net Loss Per Shar

Basic net loss per share is computed by dividirtdass by the weighted average number of commoreshautstanding for the period. The
Company'’s potential dilutive shares, which includgstanding common stock options, unvested resttistock and warrants, have not been
included in the computation of diluted net loss gleare for any of the periods presented as thé resuld be antidilutive. Such potential
common shares at December 31, 2012, 2011, and&lEist of the following:

December 31

2012 2011 2010
Stock options 7,147,30: 5,138,48! 4,566,93!
Unvested restricted stos 733,73¢ 950,90t 348,75:
Warrants 11,197,45 13,117,26 15,912,14
19,078,49 19,206,65 20,827,83
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3. Summary of Significant Accounting Policies (@ntinued)

New Accounting Pronouncemen

In January 2011, the Company adopted Accountingdaials Update, or ASU, No. 2010-08mproving Disclosures About Fair Value
Measuremen” which requires additional disclosure about the am®of and reasons for significant transfers in auidof Level 1 and Level 2
fair value measurements. In addition, effectiveifiderim and annual periods beginning after Decambe 2010, this standard further requires
an entity to present disaggregated information tbotivity in Level 3 fair value measurements ogress basis, rather than as one net amoun
As this accounting standard only requires enhadégtlosure, the adoption of this newly issued antiog standard did not impact our
financial position or results of operations.

In May 2011, the Financial Accounting Standardsrpar FASB, issued ASU No. 2011-04F-&ir Value Measurement (Topic 820):
Amendments to Achieve Common Fair Value MeasureanenDisclosure Requirements in U.S. GAAP and IF’. This newly issued
accounting standard clarifies the application ofaia existing fair value measurement guidanceexphnds the disclosures for fair value
measurements that are estimated using significaotiservable (Level 3) inputs. This ASU is effectbrea prospective basis for annual and
interim reporting periods beginning on or after Beber 15, 2011, which for us is January 1, 2012. ddoption of this standard did not have :
material impact on our financial position or resudf operations.

In June 2011, the FASB issued ASU No. 2011@&mprehensive Income (Topic 220) Presentation ofi@ehensive IncomeThis newly
issued accounting standard (1) eliminates the optigresent the components of other compreheisieene as part of the statement of
changes in stockholders’ equity; (2) requires thiesecutive presentation of the statement of netnmgcand other comprehensive income; and
(3) requires an entity to present reclassificatidjustments on the face of the financial statemfeats other comprehensive income to net
income. The amendments in this ASU do not changééims that must be reported in other compreherisaome or when an item of other
comprehensive income must be reclassified to menime nor do the amendments affect how earningshaee is calculated or presented. This
ASU is required to be applied retrospectively andffective for fiscal years and interim periodshivi those years beginning after

December 15, 2011. As this accounting standard r@ajyires enhanced disclosure, the adoption ofthisdard did not impact our financial
position or results of operations.

In December 2011, the FASB issued ASU No. 201Bdatance Sheet (Topic 210): Disclosures About QffgpAssets and Liabilitieahich
require an entity to disclose information abouseffing and related arrangements to enable uséssfofancial statements to understand the
effect of those arrangements on its financial pasitThis update is effective for periods beginnadtgr January 1, 2013. The adoption of this
standard will not have an impact on our financiipon or results of operations.

4. Collaborations and Alliances
On March 7, 2011, the Company entered into a Lieem&l Collaboration Agreement with Solasia Pharnia,kor Solasia.

Pursuant to the License and Collaboration AgreenteatCompany granted Solasia an exclusive licemdevelop and commercialize
darinaparsin in both IV and oral forms and reladeghnic arsenic molecules, in all indications fantan use in a pan- Asian/Pacific territory
comprised of Japan, China, Hong Kong, Macau, RépobKorea, Taiwan, Singapore, Australia, New Zeal, Malaysia, Indonesia,
Philippines and Thailand.

As consideration for the license, the Company rezkan upfront payment of $5 million to be usedesiely for further clinical development
of darinaparsin outside of the pan-Asian/Pacifictizry, and will be entitled to receive additioqmyments of up to $32.5 million in
development-based milestones and up to $53.5 milfio
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salesbased milestones. The Company will also be entitte@ceive double digit royalty payments from S@ébased upon net sales of licer
products in the applicable territories, once conuiadized, and a percentage of sublicense reverersrgted by Solasia.

The upfront payment for research and developmenttifig is earned over the period of effort. The Campcurrently estimates this period to
be 75 months, which could be adjusted in the future

Under the License and Collaboration AgreementQbmpany provides Solasia with drug product to cendlinical trials. These transfers are
accounted for as a reduction of research and dewaot costs and an increase in collaboration rabée.

The License and Collaboration Agreement providas 8vlasia will be responsible for the developnaemtt commercialization of darinaparsin
in the pan-Asian/Pacific territory.

5. Property and Equipment, net
Property and equipment, net consist of the follawin

December 31

(in thousands 2012 2011
Office and computer equipment $ 1,55 $ 1,021
Software 85¢€ 39¢
Leasehold improvemen 1,35 89C
Manufacturing equipmer 152 15€
3,91¢ 2,46¢€
Less accumulated depreciati (1,929 (1,329
Property and equipment, r $ 1,99/ $ 1,141

Depreciation and amortization charged to the Statgraf Operations for the years ended Decembe2(®l2, 2011, 2010 and from
September 9, 2003 (date of inception) to DecembeR@12 (in thousands) was: $658, $268, $188, &kird, respectively.

6. Accrued Expenses
Accrued expenses consist of the following:

December 31

(in thousands 2012 2011

Professional services $ 83t $ 1,131
Clinical consulting service 9,62¢ 6,91:
Preclinical service 411 1,09z
Manufacturing service 3,217 767
Accrued vacatiol 452 307
Other consulting service 90:< 347
Payroll taxes and benefi 58t 263
Severanct 474 —

Employee compensatic 11 —

Accrued expense $16,51¢ $10,82:
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7. Related Party Transactions

During 2005, the Company engaged Paramount tot asgilacing shares of Series A Preferred Stoch dpest efforts” basis. Lindsay A.
Rosenwald, M.D. is Chairman and Chief Executivac@ff of Paramount. Dr. Rosenwald is also a managiember of Horizon BioMedical
Ventures, LLC, or Horizon. On December 30, 2004tittm authorized the distribution of 2,428,911(8&¥6 pre-Merger) shares of the
Company’s common stock (such shares, the “Horizistributed Shares”), in equal installments of 1,256 (2,424,188 pre-Merger) shares of
common stock to Mibars, LLC, or Mibars, and to Rosenwald and his designees, which we refer tbea4lesignated Shares”. The
disposition of the Designated Shares will be sulifecertain restrictions as agreed to among DeeRwald and Dr. Rosenwald’s designees.
Among other things, under certain circumstances$ostt in pledge agreements between Dr. Rosenwalddchés designees, Dr. Rosenwald has
the right to re-acquire the Designated Shares fi@naesignees. As a result of those rights, DreRasld may be deemed to be an affiliate of
the Company.

In connection with the December 22, 2004 Optionekgnent with Southern Research Institute, or SRIQbmpany entered into a Finders
Agreement, dated December 23, 2004, with Paranjuustiant to which the Company has agreed to comapeRaramount, for services in
connection with the Company’s introduction to SRbuugh the payment of (a) a cash fee of $60 thaliaad (b) warrants to purchase 62,621
(125,000 pre-Merger) shares of the Company’s comstack at a price equal to $4.75 ($2.38 pre-Merger)share. The Company has
estimated the fair value of such warrants usinglaek-Scholes model, using an assumed risk-freeea3.93%, and expected life of 7 years,
volatility of 134% and dividend yield of 0%. In Dember 2004, the Company expensed the $60 thoubahdias payable to Paramount and
recognized compensation expense in the amount5ff 8fusand for the issuance of the warrants. Thaseants expired on December 23,
2011.

In connection with the Series A Preferred Stocke@iffy, the Company and Paramount entered intotaodimction Agreement in January 2005,
pursuant to which the Company had agreed to conapearamount for its services in connection with®@ffering through the payment of
(a) cash commissions equal to 7% of the gross posciom the sale of the shares of Series A Pexfeé3tock, and (b) placement warrants to
acquire a number of shares of Series A PreferreckStqual to 10% of the number of shares of SétiPseferred Stock issued in the Offering,
exercisable for a period of 7 years from the Clgddate at a per Share exercise price equal to 1dfG#e price per Share sold in the Offering.
These commissions are also payable on additioted by the Company of securities (other than inlaip offering) to investors introduced to
the Company by Paramount during the twelve (12)ttnperiod subsequent to the final closing of thée@g. The Company also agreed to
pay to Paramount a non-accountable expense all@nafr®50 thousand to reimburse Paramount for itobpocket expenses. Also, for a
period of 36 months from the final Closing, Paramtchas the right of first refusal to act as thecptaent agent for the private sale of the
Company’s securities. Lastly, the Company has abt@édemnify Paramount against certain liabiitincluding liabilities under the
Securities Act.

In connection with the 2006 Offering, on May 3, BDthe Company paid Paramount a cash commissiaal &mid% of the gross proceeds from
the sale of the Shares sold by Paramount in thé @0f&ring, resulting in a cash payment of appraatiely $1.7 million. In addition, the
Company issued Year warrants to the 2006 Placement Agents anddkesignees to purchase an aggregate of 799,12€ss(1® percent of tl
Shares sold in the Offering) of the Company’s comrmsimck, of which 532,750 were issued to Paramatah exercise price of $5.09 per
share.

On December 18, 2006 the Company paid Paramouwsgtasettiement of $180 thousand in exchange f@nRaunt's agreement to terminate
certain of its rights under the 2005 and 2004 ageegs. This amount was expensed in the year endedrber 31, 2006.
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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 addition, Michael Weisecuarent member of the Board of Directors of the @any, and David M. Tanen, who wa
member of the Board of Directors of the Companyrenall-time employees of Paramount from July 189®ugh November 2006, and July
1996 through August 2004, respectively. Mr. JohmoXrour former Treasurer, was also a full-time Rearant employee.

In connection with the 2007 Offering, on FebruaBy 2007, the Company paid Paramount cash commgssiguial to 6% of the gross proceeds
from the sale of the shares sold by Paramounteir2@®7 Offering, resulting in a cash payment ofrapipately $1.0 million. In addition, the
Company issued 5-year warrants to the placememtagethe 2007 Offering and their designees telpase an aggregate of 177,302 shares
(3% of the shares sold in the 2007 Offering) of @mmpany’s common stock at an exercise price afSper share, of which 97,536 were
issued to Paramount.

During the year ended December 31, 2008, there merelated party transactions.

Mr. Timothy Mclnerney, who is a member of the BoafDirectors of the Company, has been a PartnBhaarbank Capital Securities, Inc.
since June 2007. In connection with the 2009 Reivdacement, on September 15, 2009, the CompadyRpeerbank Capital Securities, Inc.
cash commissions equal to 3.325% of the gross pdsciEom the sale of the shares sold by Riverbapktal Securities, Inc. in the 2009
Private Placement, resulting in a payment of apprately $168 thousand. In addition, the Companyads5-year warrants to the placement
agents in the 2009 Private Placement and theigdess to purchase an aggregate of 138,617 shattes Gbmpany’s common stock (5% of
the shares sold in the September 2009 Offeringh @xercise price of $2.04 per share, of which&58ere issued to Riverbank Capital
Securities, Inc.

On January 6, 2011, the Company entered into atu&ive Channel Partner Agreement, or Channel Agezgmvith Intrexon Corporation, or
Intrexon (see Note 8 to the financial statementsn@itments and Contingencies, for additional disate relating to the Channel Agreement).
Our director, Randall J. Kirk, is the CEO, a digectand the largest stockholder of Intrexon. Dutimg year ended December 31, 2012, the
Company paid Intrexon approximately $11.4 milliohwhich $6.5 million was for services already imad and the remaining $4.9 million
was for services expected to be incurred withiearyThis amount has been included as part of tep@enses and other current assets on tl
accompanying balance sheet as of December 31, Z86@2Company does not owe any amounts to Intreixatnhave not already been accrued
for as of December 31, 2012.

On January 25, 2012, Intrexon purchased 1,923 0afes of common stock in the Company’s public affg{see Note 2 to the financial
statements, Financings).

On November 7, 2012, the Company issued 3,636 8&&s of common stock to Intrexon (see Note 1hedihancial statements, Preferred
Stock and Stockholders’ Equity).

8. Commitments and Contingencies

Operating Leases

Prior to December 31, 2011, the Company enteredantoperating lease in New York, NY, consisting @51 square feet of office space. In
accordance with this agreement, the Company enietea letter of credit in the amount of $388 thand, naming the Company’s landlord as
beneficiary. In January 2012, the Company amenldedetse agreement, adding 1,008 square feetio¢ afpace. As of December 31, 2012,
the Company occupies 7,259 square feet of spadevnYork, NY, and maintains a $388 thousand laifaredit. The
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collateral for the letter of credit is recordecbiiner non-current assets on the balance sheetlaceinber 31, 2012. The lease for office space
in New York, NY expires in October 2018.

Prior to December 31, 2011, the Company entereds@parate operating lease agreements for vangiaees in a building in Boston, MA. That
space consisted of 5,249 square feet on the lirst, 18,538 square feet on the second floor, aB8%square feet on the third floor. As of
December 31, 2011, the Company had paid a totB86fthousand to its landlord for security depdsitshese agreements. In June 2012, the
Company re-negotiated a master lease for the éiston office space, added 9,800 square feetficea$pace on the fourth floor, surrenderec
4,113 square feet from the second floor, and irm@red all floorslease agreements under the same master agreeméirigei August 201¢
The Company provided an additional $41 thousandriggadeposit for the additional space on the fodibor. As of December 31, 2012, the
Company occupies 26,433 square feet of space Bo#ton, MA office and has paid a total of $127utbend for security deposits, which are
recorded in other non-current assets on the balsimeet.

In April 2011, the Company entered into an operptéase for office space in Germantown, MD, coirgistf 2,227 square feet. As
December 31, 2011, the Company recorded the $&#mousecurity deposit in other non-current asseth@balance sheet. The lease expires
in March 2014. On July 16, 2012, the Germantowniidad office was closed.

Future minimum lease payments under operating $e@sef December 31, 2012 are as follows (in thulsa

2013 $1,20(
2014 1,20¢
2015 1,23¢
2016 997
2017 501
2018 and late 424
Total future minimum lease paymel $5,567

Total rent expense was approximately $1.1 mill®é4 7 thousand, $398 thousand, and $4.2 millionthferyears ended December 31, 2012,
2011, 2010 and from September 9, 2003 (date optim® to December 31, 2012, respectively.

The Company records rent expense on a straighbéises over the term of the lease. Accordingly,Gboenpany has recorded a liability for

deferred rent at December 31, 2012 and 2011 of $#3%and ($39 thousand current and $400 thousegdterm) and $195 thousand ($15
thousand current and $180 thousand long-term)entsely, which is recorded in deferred rent onltilaéance sheet.

License Agreements

Patent and Technology License Agreer—The University of Texas M. D. Anderson Cancer &anrtd the Texas A&M University System.

On August 24, 2004, the Company entered into anpated technology license agreement with The Bo&Rlegents of the University of Tex
System, acting on behalf of The University of TekasD. Anderson Cancer Center and the Texas A&MvErsity System, which the
Company refers to, collectively, as the Licensors.
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Under this agreement, the Company was granted @dansexe, worldwide license to rights (includinghig to U.S. and foreign patent and pa
applications and related improvements and know-Howjhe manufacture and commercialization of thasses of organic arsenicals (water-
and lipid-based) for human and animal use. Thesa&svater-based organic arsenicals includes daainsin.

As patrtial consideration for the license rightsaitd, the Company made an upfront payment in 208425 thousand and granted the
Licensors 250,487 shares of the Company’s comnamk stn addition, the Company issued options tepase an additional 50,222 shares
outside the 2003 Stock Option Plan for $0.002 peresfollowing the successful completion of ceriginical milestones, which vested with
respect to 12,555 shares upon the filing of andtigation New Drug application, or IND, for darirapin in 2005 and vested with respect to
another 25,111 shares upon the completion of dasfitige last patient for both Phase 1 clinicall$ria 2007. The Company recorded $120
thousand of stock based compensation expensedétatee vesting in 2007. The remaining 12,556 esharill vest upon enroliment of the first
patient in a multi-center pivotal clinical triaki.a human clinical trial intended to provide thbstantial evidence of efficacy necessary to
support the filing of an approvable New Drug Apption, or NDA. In addition, the Licensors are datitto receive certain milestone payme
including $100 thousand that was paid in 2005 ubpercommencement of Phase 1 clinical trial and $860sand that was paid in 2006 upon
the dosing of the first patient in the Registrgmtissored Phase 2 clinical trial for darinaparsime Tompany may be required to make
additional payments upon achievement of certaierathilestones in varying amounts which on a cunuddtasis could total up to an
additional $4.5 million. In addition, the Licensa@e entitled to receive single digit percentagealty payments on sales from a licensed
product and will also be entitled to receive a jporof any fees that the Company may receive frgmssible sublicense under certain
circumstances. In addition, the Company also gad_icensors $100 thousand in 2006 and 2007 toumirstientific research with the
Company obtaining exclusive right to all resultintgllectual property rights. The sponsored redeagreements governing this research and
any related extensions expired in February 200B wit payments being made subsequent to that date.

The license agreement also contains other provasiastomary and common in similar agreements witigrindustry, such as the right to
sublicense the Company rights under the agreeremtever, if the Company sublicenses its rightsmieahe commencement of a pivotal
study i.e. a human clinical trial intended to pa®/the substantial evidence of efficacy necessasypport the filing of an approvable NDA,
Licensors will be entitled to receive a share @f payments received by the Company in exchangiéosublicense (subject to certain
exceptions). The term of the license agreemenhdsgtantil the expiration of all claims under paseand patent applications associated witt
licensed technology, subject to earlier terminatiothe event of defaults by the Company or theeh&ors under the license agreement, or i
Company becomes bankrupt or insolvent. No milegameler the license agreement were reached or sageluring the years ended
December 31, 2010, 2011 or 2012.

License Agreement with DEITec, Inc.

On October 15, 2004, the Company entered intoem$ie agreement with DEKK-Tec, Inc., pursuant tacwiiti was granted an exclusive,
worldwide license for palifosfamide. As part of thigning of license agreement with DEKK-Tec, thar(any expensed an upfront $50
thousand payment to DEKK-Tec in 2004.

In consideration for the license rights, DEKK-Tscentitled to receive payments upon achieving tendlestones in varying amounts which
on a cumulative basis may total $4.0 million. Gf Hggregate milestone payments, most will be ablditagainst future royalty payments as
referenced below. The Company expensed a $100ahdunilestone payment upon achieving Phase 2 milestduring the year ended
December 31, 2006.
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Additionally, in 2004 the Company issued DEKK-Tecaption to purchase 27,616 shares of the Compargrhmon stock for $0.02 per she
Upon the execution of the license agreement, 6sB@4es vested and were subsequently exercise@mal the remaining options will vest
upon certain milestone events, culminating wittafiRDA approval of the first NDA submitted by the@pany (or by its sublicensee) for
palifosfamide. DEKK-Tec is entitled to receive dindigit percentage royalty payments on the sdl@alifosfamide should it be approved for
commercial sale. On March 16, 2010, the Companges@d a $100 thousand milestone payment upon egeivJnited States Patent for
palifosfamide. There were no payments made dur@@®2in December 2010, the Company expensed athd08and milestone payment and
vested 6,904 stock options upon achieving Phasie3tanes. These options were subsequently exdrzis2011. The Company’obligation ti
pay royalties will terminate on a country-by-coyrbiasis upon the expiration of all valid claimspatents in such country covering licensed
product, subject to earlier termination in the evafrdefaults by the parties under the licenseement. No milestones under the license
agreement have been reached or expensed since 2010.

License Agreement with Southern Research Ins

On December 22, 2004, the Company entered intopdioi©Agreement with the Southern Research Instjtot SRI, pursuant to which the
Company was granted an exclusive option to obtaiex@lusive license to SRI's interest in certaireliectual property, including exclusive
rights related to certain isophosphoramide musdaalogs.

Also on December 22, 2004, the Company enterediifResearch Agreement with SRI pursuant to whiefbmpany agreed to spend a sum
not to exceed $200 thousand between the executithe @greement and December 21, 2006, includib@bathousand payment that was made
simultaneously with the execution of the agreemenftind research and development work by SRI éfigeld of isophosphoramide mustard
analogs. The option agreement was exercised omu&gbi3, 2007. Under the license agreement entetedipon exercise of the option, the
Company is required to remit minimum annual royalyments of $25 thousand until the first comméade of a licensed product. These
payments were made for the years ended Decemb2038, 2009, 2010, 2011 and 2012. The Company reagduired to make payments
upon achievement of certain milestones in varyimgants which on a cumulative basis could totalaw$#75,000. In addition, SRI will be
entitled to receive single digit percentage roypltyments on the sales of a licensed product ircaoptry until all licensed patents rights in
that country which are utilized in the product haxgired. No milestones under the license agreemerd reached or expensed since the
agreement’s inception.

License Agreement with Baxter Healthcare Corpora

On November 3, 2006, the Company entered into iaitleé Asset Purchase Agreement for indibulin anidcense Agreement to proprietary
nanosuspension technology with affiliates of Bakterlthcare S.A. The purchase included the enti@tibulin intellectual property portfolio as
well as existing drug substance and capsule inviestolrhe terms of the Asset Purchase Agreemehitdad an upfront cash payment of
approximately $1.1 million and an additional $1B6usand payment for existing inventory, both ofahhivere expensed in 2006. In additio
the upfront costs, the Asset Purchase Agreemeludes additional diligence and milestone paymdms dould amount to approximately $8
million in the aggregate and royalties on net safgroducts covered by a valid claim of a patentthe life of the patent on a country-by-
country basis. The Company expensed a $625 thousaestone payment upon the successful U.S. INDiggton for indibulin in 2007. The
License Agreement requires payment of a $15 thaliaanual patent and license prosecution/mainteni@ectarough the expiration of the last
of the licensed patents which is expected to expig025, and
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single digit royalties on net sales of licenseddpicis covered by a valid claim of a patent forlifgeof the patent on a country-lmeuntry basis
The term of the license agreement extends untiéMpération of the last to expire of the patentgezing the licensed products, subject to ea
termination in the event of defaults by the partieder the license agreement.

In October 2009, the Baxter License Agreement wasnaled to allow the Company to manufacture indibiNio milestones under the license
agreement were reached or expensed during the gredesl December 31, 2010 or 2011. During the yeded December 31, 2012, a milesl
of $250 thousand was reached and expensed.

Exclusive Channel Partner Agreement with Intrexamp@ration

On January 6, 2011, we entered into an Exclusiven@él Partner Agreement, or the Channel Agreeméttit,Intrexon that governs ahanne
partnering” arrangement in which we use Intrexda&hnology directed towards vivo expression of effectors in connection with the
development of ZIN-CTI-001 and ZIN-ATI-001 and gealty to research, develop and commercialize prtgjuic each case in which DNA is
administered to humans for expression of anti-caeffectors for the purpose of treatment or propkid of cancer, which we collectively refer
to as the Cancer Program. The Channel Agreemaatilesttes committees comprised of representatives ahd Intrexon that govern activities
related to the Cancer Program in the areas of grefgablishment, chemistry, manufacturing andretsitclinical and regulatory matters,
commercialization efforts and intellectual property

The Channel Agreement grants us a worldwide licémsese patents and other intellectual propertywéxon in connection with the research,
development, use, importing, manufacture, sale offied for sale of products involving DNA administel to humans for expression of anti-
cancer effectors for the purpose of treatment oplpylaxis of cancer, which we collectively refera® the ZIOPHARM Products. Such license
is exclusive with respect to any clinical developmeelling, offering for sale or other commerdation of ZIOPHARM Products, and
otherwise is non-exclusive. Subject to limited gtans, we may not sublicense the rights descritsiéftbut Intrexon’s written consent.

Under the Channel Agreement, and subject to cegtaieptions, we are responsible for, among othieg#hthe performance of the Cancer
Program, including development, commercializatind aertain aspects of manufacturing of ZIOPHARMdRi@s. Intrexon is responsible for
the costs of establishing manufacturing capalslisied facilities for the bulk manufacture of produgeveloped under the Cancer Program,
certain other aspects of manufacturing and costlisobvery-stage research with respect to plationprovements and costs of filing,
prosecution and maintenance of Intrexon’s patents.

Subject to certain expense allocations and otHeetsf provided in the Channel Agreement, we wijl pparexon on a quarterly basis 50% of
profits derived in that quarter from the sale cDPHARM Products, calculated on a ZIOPHARM ProductBlOPHARM Product basis. We
have likewise agreed to pay Intrexon on a quartealis 50% of revenue obtained in that quarter faasublicensor in the event of a
sublicensing arrangement. In addition, in part@isideration for each party’s execution and dejivdrthe Channel Agreement, we entered
into a Stock Purchase Agreement with Intrexon. ($e 2 to the financial statements, Financings)

Following the first 24 months of the agreementidrdbn may terminate the Channel Agreement if wigtdaiise diligent efforts to develop and
commercialize ZIOPHARM Products or if we elect tmpursue the development of a Cancer Programifahby Intrexon that is aSuperiot
Therapy” as defined in the Channel Agreement. Addlowing the first 24 months of the agreement, way voluntarily terminate the Channel
Agreement upon 90 days written notice to Intrexon.
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Upon termination of the Channel Agreement, we naytioue to develop and commercialize any ZIOPHARMNdRct that, at the time of
termination:

* is being commercialized by u
» has received regulatory approv
e is a subject of an application for regulatory appidhat is pending before the applicable regulatarthority; or

e is the subject of at least an ongoing Phase Zcaliniiial (in the case of a termination by Intrexdre to an uncured breach or a
voluntary termination by us), or an ongoing Phasériical trial in the field (in the case of a tamation by us due to an uncured
breach or a termination by Intrexon following arcansented assignment by us or our election noaitsug development of a
Superior Therapy’

Our obligation to pay 50% of net profits or revemigscribed above with respect to these “retaineddycts will survive termination of the
Channel Agreement.

Collaboration Agreement with 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 development and commercializatfooncology therapeutics by ZIOPHARM. Under theesgnent the Company has agreed t
pay Harmon Hill $20 thousand per month for the ottireg services and has further agreed to pay HarHi (a) $500 thousand upon the first
patient dosing of the Specified Drug in a pivotallt which trial uses a dosing Regime introducgddarmon Hill; and (b) provided that the
Specified Drug receives regulatory approval from BDA, the European Medicines Agency or anotheuleggry agency for the marketing of
the Specified Drug, a 1% royalty of the Companyes sales will be awarded to Harmon Hill. If the Sified Drug is sublicensed to a third
party, the agreement entitles Harmon Hill to 1% &t royalties or other payments received fronulalisense. Subject to renewal or
extension by the parties, the term of the agreenvastfor a one year period that expired April 8)20Following such expiration, the parties
continued to operate under the terms of the agretamel, during 2010, the agreement was formallgreded through April 8, 2011 and again
through April 8, 2012. The agreement was extentesligh November 8, 2012 and has now expired. Thepaoy expensed $240 thousand
during the years ended December 31, 2010 and 2@d &xpensed $200 thousand during the year endeghiter 31, 2012 for consulting
services per the aforementioned agreement. Notmiles under the collaboration agreement were réamhexpensed during the years ended
December 31, 2010, 2011 or 2012.

Collaboration Agreement with Solasia Pharma K.K.
On March 7, 2011, the Company entered into a Lieem&l Collaboration Agreement with Solasia Pharnia,kor Solasia.

Pursuant to the License and Collaboration AgreenteatCompany granted Solasia an exclusive licemdevelop and commercialize
darinaparsin in both IV and oral forms and relaigghnic arsenic molecules, in all indications fantan use in a pan- Asian/Pacific territory
comprised of Japan, China, Hong Kong, Macau, RépobKorea, Taiwan, Singapore, Australia, New Zeal, Malaysia, Indonesia,
Philippines and Thailand.

As consideration for the license, the Company kexban upfront payment of $5.0 million to be usedusively for further clinical
development of darinaparsin outside of the pan+#Biacific territory, and will be
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entitled to receive additional payments of up t@.$3million in development-based milestones antbub3.5 million in sales-based
milestones. The Company will also be entitled weiee double digit royalty payments from Solasiadzhupon net sales of licensed produc
the applicable territories, once commercialized} ampercentage of sublicense revenues generatsSdlagia.

The upfront payment for research and developmenttifig is earned over the period of effort. The Campcurrently estimates this period to
be 75 months, which could be adjusted in the future

Under the License and Collaboration AgreementQbmpany provides Solasia with drug product to cendlinical trials. These transfers are
accounted for as a reduction of research and dewaot costs and an increase in collaboration rabéee.

The agreement provides that Solasia will be resptanfor the development and commercialization afitaparsin in the pan-Asian/Pacific
territory.

CRO Services Agreement with PPD Development, L. P.

The Company is party to a Master Clinical Rese@uianization Services Agreement with PPD DevelogmierP., or PPD, dated January 29,
2010, a related work order dated June 25, 201Gaethted work order dated April 8, 2011 under WHdPD provides clinical research
organization, or CRO, services in support of thenBany’s clinical trials. PPD is entitled to cumittatpayments of up to $23.0 million under
these arrangements, which is payable by the Comipargrying amounts upon PPD achieving specifiel@sbbnes. During the year ended
December 31, 2010, the Company expensed $1.8 millimn contract execution and $1.1 million upotiirdaal study commencement of
enrollment in North America. During the year endstember 31, 2011, additional milestones relatembtomencing enrollment in Europe,
Latin America and Asia along with enrollment basgitestones were met and the Company recorded anegag $4.0 million expense. Duri
the year ended December 31, 2012, additional eneolt-based and contract modification milestonegewmset and expensed totaling $3.8
million.

CRO Services Agreement with Pharmaceutical Rese®sshciates, Inc.

On December 13, 2011, we entered into a Masteid@liResearch Organization Services Agreement Rlitarmaceutical Research Associe
Inc., or PRA, under which PRA provides CRO servicesupport of our clinical trials. PRA is entitléal cumulative payments of up to $19.7
million under these arrangements, which is payhplas in varying amounts upon PRA achieving spedifnilestones. During the year ended
December 31, 2012, we expensed $7.3 million uperatthievement of various letter of intent and dnmreht-based milestones.

CRO Services Agreement with Novella Clinical, Inc.

On December 4, 2008, we entered into a Master@lirResearch Organization Services Agreement withelNa Clinical, Inc., or Novella,
under which PRA provides CRO services in suppodusfclinical trials. The work order for the newésl being conducted by Novella was
signed on November 2, 2012. Novella is entitledumulative payments of up to $789 thousand undesetarrangements, which is payable by
us in varying amounts upon Novella achieving spedimilestones. During the year ended Decembe2@®12,we expensed $256 thousand
upon the achievement of various milestones.
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The Company has issued both warrants that are atmbéor as liabilities and warrants that are aoted for as equity instruments.

The Company follows accounting standards that pieguidance in assessing whether an equity-issnaddal instrument is indexed to an
entity’s own stock for purposes of determining wiegta financial instrument should be treated asrvative and classified as a liability.
Accounting standards require that liability claesifwarrants be recorded at their fair value ahdaxancial reporting period and the resulting
gain or loss be recorded as other income (expémsie¢ Statements of Operations. Fair value is omealsusing the binomial valuation model.

In May 2005, the Company issued 419,786 warranpdacement agents for services performed in cormmeutith the 2005 Offering, 11,083 of
which were subsequently exercised. The remainirgg743 warrants were originally valued at $1.6 milli Subject to certain exceptions, these
warrants provide for anti-dilution protection shd@lommon stock or common stock equivalents be suiesdly issued at a price less than the
exercise price of the warrants then in effect, Whi@s initially $4.75 per share. This provision wi@ggered in 2006 when stock was sold at
$4.63 per share in the 2006 Offering. Accordinghg warrants were re-priced at $4.69. The provisias triggered a second time with 2009
Private Placement when stock was sold at $1.825hmee and the warrants were subsequently re-paicg4.25. The provision was triggered
again with the Company’s December 2009 public offewhen stock was sold at $3.10 per share and/éineants were subsequently re-priced
at $3.93. Using a Black-Scholes model, the warraet® valued at $72 thousand on January 1, 2008n wte accounting standard was
adopted. The reclassification attributed to adeptibthe standard had the following cumulative efffen the Balance Sheets:

(in thousands Liabilities Stockholder Equity
Deficit Accumulated
During the Developme

Warrants Warrants Stage

— $20,50- $ (85,06.)

As reported on December 31, 2008

»

Re-classification 72 (1,639 1,56¢
Balance on January 1, 20 $ 72 $18,86¢ $ (83,495

The following Black-Scholes pricing assumptions evased at January 1, 2009:

January 1, 200¢

Risk-free interest rate 1.55%
Expected life in year 3.4z
Expected volatility 102%
Expected dividend yiel 0

Also, in connection with the December 2009 pubffering, the Company issued warrants to purchasaggmnegate of 8,206,520 shares of
common stock (including the investor warrants aéd,820 warrants issued to the Underwriters). Thestor warrants are exercisable
immediately and the underwriter warrants exercisabt months after the date of issuance. The wertaawve an exercise price of $4.02 per
share and have a five year term. The fair valub®fvarrants was estimated at $22.9 million usiBjeak-Scholes model with 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 reqa@oerging as derivatives. The Company determinatttie warrants were not indexed to
the Company'’s own stock in accordance with accagrdtandards codification
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Topic 815,Derivatives and HedgingAs such, the Company has concluded the warrdthtsad meet the scope exception for determining
whether the instruments require accounting as dévies and should be classified in liabilities.

On December 31, 2010, the liability-classified wats were valued at $27.3 million using a Blacke$e$ valuation model. The increase in the
fair value of the warrant liabilities of $8.9 mdl for the year ended December 31, 2010 was ceettit®ther income, net in the Statements of
Operations.

In December 2011, the Company changed from usBigek-Scholes pricing model to estimate the valihe liability-classified warrants to
Binomial/Monte Carlo pricing model. Accordingly, @ecember 31, 2011, the liability-classified watsawere valued at $19.4 million using
the Binomial/Monte Carlo valuation model. The dasein the fair value of the warrant liabilities®f.6 million for the year ended
December 31, 2011 was charged to Other incomenrieé Statements of Operations. Additionally, $®iBion of the decrease resulted from
the exercise of warrants.

On December 31, 2012, the liability-classified waats were valued at $13.0 million using a BinorMalhte Carlo valuation model. The
decrease in the fair value of the warrant lialgtitdof $6.1 million for the year ended December2B12 was charged to Other income, net in th
Statements of Operations.

The following pricing assumptions were used inBigomial/Monte Carlo valuation model at Decembey Z112 and 2011 and the Black-
Scholes valuation model at December 31, 2010:

December 31, 201 December 31, 201 December 31, 201
Risk-free interest rate 0.25% 0.05- 0.35% 0.42- 1.48%
Expected life in year 1.94 0.42-2.92 1.42-3.92
Expected volatility 70% 64 - 80% 75-116%
Expected dividend yiel 0 0 0

Warrants accounted for as equity instruments irethé following issuances:

During 2004, the Company issued warrants to puehass21 shares of the Company’s common stockranftaunt as compensation for
services rendered in connection with our entenirtg &n option agreement with Southern Researchutestin connection with the warrants
issued, the Company recorded a charge of $251dhdus general and administrative expense. The @oynpas estimated the fair value of
such options using the Black-Scholes model, usmgssumed risk-free rate of 3.93%, and expectedfif7 years, volatility of 134% and
dividend yield of 0%.

In 2005, the Company issued performance warrargsiichase 50,000 shares of the Company’s commok &ioservices to be rendered to its
investor relations consultant as compensationoimection with the warrant issuance, 12,500 shaegs exercisable immediately and the
Company recorded a charge of $45 thousand to gemetadministrative expense in the year ended mbee 31, 2005. The Company has
estimated the fair value of such options usingBlaek-Scholes model, using an assumed risk-fraeabt.39%, an expected life of 5 years,
volatility of 109%, and dividend yield of 0%. Themaining 37,500 warrants were cancelled in the gaded December 31, 2006 due to
performance objectives not being obtained at tipération of agreement.

In connection with the 2006 Offering completed oay\8, 2006, the Company issued warrants to purch&84,392 shares of common stock
to investors and 799,126 warrants to purchase caonstozk to the 2006
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Placement Agents and their designees. The Comsimyated the fair value of the warrants at $9.6iomland $3.5 million, respectively, usi
the Black-Scholes model, using an assumed riskrfieeof 5.01% and an expected life of 5 and 7g/aaniatility of 100% and a dividend yield
of 0%.

On February 23, 2007, as part of the 2007 Offeting,Company issued warrants to purchase 1,182}@dres of common stock to investors
and 177,302 warrants to purchase common stocletplttement agents in connection with the Compa2Q¥ private placement, their
designees and a previously-engaged financial ctamgulThe Company estimated the fair value of therants at $4.7 million 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%.

In connection with its 2009 private placement, @wnpany issued warrants to purchase an aggregat81i,954 shares of common stock
(including 138,617 warrants issued to the placeragents) which were exercisable immediately. Theamis have an exercise price of $2.04
per share and have a five year term. The fair vafuke warrants was estimated at $4,207 thousaimg) @ Black-Scholes model with the
following assumptions: expected volatility of 1056k free interest rate of 2.41%, expected liféiwé years and no dividends. The fair value
of the warrants was recorded in the equity sedfahe balance sheet. In October 2009, 136,986axfe warrants were exercised.

During 2010, no new warrants were issued. Howeé&B05 warrants were exercised for 39,225 sharesrafnon stock. Of these warrants,
70,738 were equity-classified and 24,767 were litgktlassified. Additionally, 12,500 equity-clafisid warrants expired without being
exercised.

During 2011, no new warrants were issued. Howe&1,6,968 warrants were exercised for 2,377,57desha common stock. Of these
warrants, 2,351,417 were equity-classified and3%bwere liability-classified. Additionally, 277,0Zquity-classified warrants expired
without being exercised.

During 2012, no new warrants were issued. Howed&3,914 warrants were exercised for 259,660 stidresmmon stock. Of these warrants,
186,297 were equity-classified and 373,617 wetglitg-classified. Additionally, 1,359,317 equityassified warrants and 579 liability-
classified warrants expired without being exercised

The following is a summary of warrants outstandasgpf December 31, 2012.

Number o Exercise
Warrants Issued in Connection Wit Price Expiration Date
706,70t Placement warrants for services perforr $ 5.0¢ May 3, 201z
2,399,73! Investor warrant $ 2.04 September 15, 201
40,29¢ Placement warrants for services perforr $ 2.04 September 15, 201
7,726,001 Investor warrant $ 4.02 December 9, 201
324,70 Underwriter warrants for services perforn $ 4.0Z December 9, 201
11,197,45
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There is no provision for income taxes becausé&thrapany has incurred operating losses since irmeplihe reported amount of income tax
expense for the years differs from the amountwhatlid result from applying domestic federal statytiax rates to pretax losses primarily
because of the changes in the valuation allowaBigmificant components of the Compasifleferred tax assets at December 31, 2012 anc
are as follows:

December 31

(in thousands 2012 2011
Net operating loss carryforwar $ 42,71¢ $ 18,28
Star-up and organizational cos 44,26: 40,045
Research and development credit carryforw. 18,38¢ 8,88t
Stock compensatia 991 70z
Capitalized acquisition cos 13,27( 6,40(
Deferred revenu 1,38¢ —
Depreciatior 331 17C
Other 99¢ 30¢€
122,34 74,79
Less valuation allowanc (122,34) (74,799
Net deferred tax asse $ — $ —

Deferred income taxes reflect the net tax effettemporary differences between the carrying amotfiassets and liabilities for financial
reporting purposes and the amounts used for in¢armpurposes. At December 31, 2012, the Compangdgiegate net operating loss
carryforwards for federal tax purposes of approxetya$111.5 million available to offset future fedetaxable income to the extent permitted
under the Internal Revenue Code of 1986, as amepndd®dC, expiring in varying amounts through 208dditionally, the Company has
approximately $20.0 million of research and develept credits at December 31, 2012, expiring in m@namounts through 2031, which may
be available to reduce future taxes. The researdldavelopment credit expired at the end of Decer@bg2011, as a result, the Company
cannot recognize a benefit for the year ended Dbeefil, 2012 related to the credits generated hliftpd research expenditures, or QRE’s,
paid or incurred after December 31, 2011. The treds reinstated in January 2013; a resulting lifoefthe credit will be recorded in the fil
quarter of 2013.

Under the IRC Section 382, certain substantial gharin the Company’s ownership may limit the amaimtet operating loss carryforwards
that can be utilized in any one year to offsetifeitiaxable income. The net operating loss carrydods for the year ended December 31, 2012
includes approximately $4.1 million resulting fraxrcess tax deductions from stock options. PursiwafSC 740, the deferred tax asset
relating to excess tax benefits generated fromoéses of stock options was not recognized for fof@rstatement purposes.

Section 382 of the IRC provides limits to whichaporation that has undergone a change in ownefakigefined) can utilize any net
operating loss, or NOL, and general business tagiccarryforwards it may have. The Company comioiesd an analysis to determine
whether Section 382 could limit the use of its giimwards in this manner. After completing the as#, it was determined an ownership
change had occurred in February 2007. As a resthichange, the Company’s NOL's and generalrmss tax credits from February 23,
2007 and prior would be completely limited unde€IBection 382. The deferred tax assets relatedio's\Nand general business credits have
been reduced by $11.2 million and $636 thousarspeetively, as a result of the change. The lossgsba further limited under Section 382
the analysis has not been updated through 2012.
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The Company has provided a valuation allowancéhferfull amount of these net deferred tax assitse st is more likely than not that these
future benefits will not be realized. However, theleferred tax assets may be available to offsetduncome tax liabilities and expenses. The
valuation allowance increased by $47.6 million @ity due to net operating loss carryforwards,tstarand organizational costs, and the
increase in research and development credits.

A reconciliation of income tax expense/(benefitjha statutory federal income tax rate and incaames as reflected in the financial statement
is as follows:

Year ended December 31

(in thousands 2012 2011 2010

Federal income tax at statutory rates 34.(% 34.(% 34.(%
State income tax, net of federal tax ber 4.€% 6.C% 4.2%
Research and development cre 9.7% 11.1% 0.C%
Stock compensatic (1.0% (0.5% (0.1)%
Uncertain tax position adjustme 0.C% 0.C% (15.9%
Change in warrant valt 2.1% 3.7% (9.9%
Federal R&D tax grar 0.C% 0.C% 0.8%
Other 0.C% 0.C% 1.5%
Increase in valuation allowan (49.9% (54.9% (15.9%
Effective tax rate 0.C% 0.C% 0.C%

The Company adopted ASC740, “Accounting for Underfaax Positions” on January 1, 2007. ASC740 dkesithe accounting for uncertainty
in income taxes recognized in an enterprise’s fifdrstatements in accordance with FASB StatementlR9, “Accounting for Income Taxes.”
ASC 740 prescribes a recognition threshold and orea®ent of a tax position taken or expected takert in a tax return. The Company did
not establish any additional reserves for uncettairiabilities upon adoption of ASC 740. A summaf the company’s adjustments to its
uncertain tax positions in the years ended Dece®bge?012, 2011, and 2010 are as follows:

(in thousands

Balance at December 31, 20 $23¢
Increase/Decrease for tax positions related tatineent yea —
Increase/Decrease for tax positions related ta years 37

Decreases for settlements with applicable taxinpaities —

Decreases for lapses of statute of limitati —
Balance at December 31, 20 27t

Increase/Decrease for tax positions related tatinent yea —

Increase/Decrease for tax positions related ta gears —

Decreases for settlements with applicable taxingaities

Decreases for lapses of statute of limitati —
Balance at December 31, 20 $27E

Increase/Decrease for tax positions related tatinent yea —

Increase/Decrease for tax positions related ta gears

Decreases for settlements with applicable taxingaities

Decreases for lapses of statute of limitati —
Balance at December 31, 20 $27E
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The Company has not recognized any interest analfiEsin the statement of operations becauseeo€thmpanys net operating losses and
credits that are available to be carried forwartheWnecessary, the Company will account for intexed penalties related to uncertain tax
positions as part of its provision for federal @tate income taxes. The Company does not expeantlents of unrecognized benefits will

change significantly within the next twelve months.

The Company is currently open to audit under theugt of limitations by the Internal Revenue Sexand state jurisdictions for the years
ended December 31, 1999 through 2012.

11. Preferred Stock and Stockholders’ Equity

On April 26, 2006, the date of the Compaghnual stockholders meeting that year, the sbhhtefs approved the adoption of an Amendec
Restated Certificate of Incorporation pursuant hicly the Company has 280,000,000 shares of audtbdapital stock, of which 250,000,000
shares are designated as common stock (par vdlQ& fer share), and 30,000,000 shares are desigmafmeferred stock (par value $.001 pe
share), which the Company refers to as the Pref&teck.

Common Stock
In September 2003, the Company issued 1,001,948sbécommon stock at $0.50 per share for grossaeds of $500 thousand.

In January 2004, the Company issued 9,017,538 slodimmon stock at $0.50 per share for grossgeas 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 1-for-4 basis.

On June 6, 2005, the Company completed the 200&ri@df (see Note 2 to the financial statements,riimags). As a result of the Merger, all
shares of the Series A Preferred Stock were autoatitconverted into the number of shares of commsimck that the holders of Series A
Preferred Stock would have received if their shafeSeries A Preferred Stock had been converteddommon stock immediately prior to the
Merger.

On May 3, 2006, pursuant to subscription agreentagtiseen the Company and certain institutional@her accredited investors, the
Company completed the sale of an aggregate of 296Xkhares of the Company’s common stock at & pfi$4.63 per share in the 2006
Offering. The total gross proceeds resulting from 2006 Offering was approximately $37 million, drefdeducting selling commissions and
expenses.

On February 23, 2007, pursuant to subscriptioneagents between the Company and certain institutaomhother accredited investors, the
Company completed the sale of an aggregate of B83&hares of the Company’s common stock at & pfi§5.225 per share in a private
placement. The total gross proceeds resulting fl@®007 Offering was approximately $30.9 millibefore deducting selling commissions
and expenses.

On September 15, 2009, pursuant to subscripticeengents between the Company and certain instialtaomd other accredited investors, the
Company completed the sale of an aggregate of B37Zhares of the Company’s common stock at & pfi&1.825 per share in a private
placement. The total gross proceeds resulting fl@rSeptember 2009 Offering was approximately #§lllon, before deducting selling
commissions and expenses (see Note 2 to the fmlestatements, Financings).
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On December 9, 2009, pursuant to underwriting ageze between the Company and certain brokers, tinep@ny completed the sale of an
aggregate of 15,484,000 shares of the Company’snmnstock at a price of $3.10 per share in a pgipicement. The total gross proceeds
resulting from the 2009 public offering was approately $48.0 million, before deducting selling coissions and expenses (see Note 2 to th
financial statements, Financings).

On June 2, 2010, pursuant to underwriting agreetnemieen the Company and certain brokers, the Coynpampleted the sale of an
aggregate of 7,000,000 shares of the Company’s amnstock at a price of $5.00 per share in a pudffering. The total gross proceeds
resulting from the 2010 public offering were approately $35.0 million, before deducting selling amissions and expenses (see Note 2 t
financial statements, Financings).

On January 6, 2011, and in conjunction with the @any’s execution and delivery of a Channel Agredmmbie Company entered into a Stock
Purchase Agreement and Registration Rights Agreer@enJanuary 12, 2011, and pursuant to that Stackhase Agreement, the Company
sold 2,426,235 shares of the Compamyommon stock in a private placement for a tatatipase price of $11.6 million, or $4.80 per shdfe
Company simultaneously issued an additional 3,&®%ghares of its common stock for a cash purchase @gual to the $0.001 par value of
such shares, which price was deemed paid in padiaideration for the execution and delivery & @hannel Agreement (see Note 2,
Financings).

On February 3, 2011, pursuant to underwriting ageye between the Company and certain brokers, ¢inep@ny completed the sale of an
aggregate of 11,040,000 shares of the Company’snmmstock at a price of $5.75 per share in a putffering. The total gross proceeds
resulting from the 2011 public offering were appnoately $63.5 million, before deducting selling amissions and expenses (see Note 2 t
financial statements, Financings).

On January 20, 2012, pursuant to an underwritimgeagent between the Company and J. P. Morgan 8esuWtLC, as representative of the
several underwriters named therein, the Companyptziad the sale of an aggregate 10,114,401 shhtike €@ompany’s common stock at a
price of $5.20 per share in a public offering. Thil gross proceeds resulting from the 2012 pudffiering were approximately $52.6 million,
before deducting selling commissions and expersasote 2 to the financial statements, Financings)

On November 7, 2012, the Company issued 3,636 8&&s of our common stock, which we refer to asvliestone Shares, to Intrexon un
the terms of its Stock Purchase Agreement witrekan dated January 6, 2011. Under the terms dbtihek Purchase Agreement with
Intrexon, the Company agreed to issue the Miles&mres under certain conditions upon dosing ofitsigpatient in a ZIOPHARM-
conducted Phase 2 clinical trial in the Unites &tabr similar study as the parties may agreecwuatry other than the United States, of a
product candidate that is created, produced, dpedlor identified directly or indirectly by us dogi the term of the Channel Agreement and
that, subject to certain exceptions, involves DN#naistered to humans for expression of anti-caeéfecctors for the purpose of treatment or
prophylaxis of cancer. On October 24, 2012, the @amy initiated dosing in a Phase 2 study of ZIN-A0IL for unresectable Stage Il or IV
melanoma, triggering the issuance of the MilestBhares.

As of December 31, 2012, the Company had 83,236B4fes of common stock issued and outstandingnaistiares of Preferred Stock iss!
and outstanding.

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

The Company’s Board of Directors are authorizedesignate any series of Preferred Stock, to fixadetdrmine the variations in relative
rights, preferences, privileges and restrictionbetsreen and among such series.

12. Stock Option Plan

The Company adopted the 2003 Stock Option Platheo2003 Plan, in 2003, under which the Compartiallyi reserved for the issuance of
1,252,436 shares of its common stock. The 2003 wéanapproved by the Company’s stockholders on mbee 21, 2004. On June 23,
2010, June 4, 2009, April 25, 2007 and April 260@xhe dates of the Company’s annual stockholteestings during such years, the
Company’s stockholders approved amendments tod@2 Plan increasing the total shares reserved03)00, 2,000,000, 2,000,000 and
750,000 shares, respectively, for a total of 988@,shares. Upon approval of the 2012 Equity IngerRlan, no additional stock awards may
be granted under the 2003 Plan.

The Company adopted the 2012 Equity Incentive Rlathe 2012 Plan, in May 2012, under which the @any initially reserved for the
issuance of 4,000,000 shares of its common stdo&.ZD12 Plan was approved by the Company’s stodkh®bn June 20, 2012.

As of December 31, 2012, the Company had outstgrafitions issued to its employees to purchase 62®4,408 shares of the Company’s
common stock, to its directors to purchase up @@ shares of the Compasyommon stock, as well as options to consultant®nnectior
with services rendered to purchase up to 250 slvdithe Company’s common stock.

Stock options to employees generally vest rataby three years and have contractual terms of éansy Stock options to directors generally
vest ratably over two or three years and have aotutal terms of ten years. Stock options are vals@uh the Black-Scholes option pricing
model and compensation is recognized based onfairaralue over the period of vesting on a straigte basis. The Company has also
reserved an aggregate of 45,823 additional sharéssuance under options granted outside of tB8 Block Option Plan. The options were
granted to The University of Texas M. D. Andersan€er Center and DEKK-Tec, Inc. (see Note 8 tditt@cial statements, Commitments
and Contingencies). During the year ended Dece®ibe2007, the Company recorded a $120 thousank steupensation expense in
connection with the Company achieving a predetegthislevelopment milestone, which triggered the mgsdf 25,111 of the options granted
outside of the 2003 Stock Option Plan. The 25, ]idtioas were exercised on August 13, 2007. Prociedsthis exercise amounted to $50
thousand and the intrinsic value of these optiansumted to $104 thousand. During 2010, the Compacyrded an expense of $27 thousand
when 6,904 DEKK-Tec stock options vested upon adhiePhase 3 milestones.

Proceeds from the 2012, 2011, and 2010 exercisearaed to $30 thousand, $980 thousand, and $22&nd, respectively. The intrinsic
value of these options amounted to $11 thousand,rtlion and $880 thousand for years ended Deegrh, 2012, 2011 and 2010,
respectively.
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12. Stock Option Plan (Continued)
Transactions under the Plan for the years endingeieer 31, 2012, 2011, and 2010 were as follows:

Weighted- Weighted-
Average Exercist Average
Number of Contractual Aggregate

(in thousands, except share and per share ¢ Shares Price Term (Years) Intrinsic Value
Outstanding, December 31, 2009 3,534,68! $ 2.82

Grantec 1,293,00! 4.5t

Exercisec (196,16 1.1¢

Cancellec (64,589 4.3¢€

Outstanding, December 31, 20 4,566,93! 2.82

Grantec 1,894,301 5.65

Exercisec (479,66¢) 2.04

Cancellec (843,08)) 5.01

Outstanding, December 31, 20 5,138,48! 4.0¢

Grantec 2,309,65I 4.3¢€

Exercisec (8,300 3.61

Cancellec (292,53) 5.7C

Outstanding, December 31, 20 7,147,30: $ 4.11 7.2¢€ $ 3,97:
Vested and unvested expected to vest at Decemb2032 7,096,12! $ 3.5¢€ 5.2¢ $ 3,94+
Options exercisable, December 31, 2 3,683,78! $ 3.5€ 5.2¢ $ 3,97:
Options exercisable, December 31, 2 2,911,18 $ 3.21 5.5z $ 4,23:
Options available for future gra 1,706,02

At December 31, 2012, total unrecognized compemsaists related to non-vested stock options audsig amounted to $9.9 million. The
cost is expected to be recognized over a weightedage period of 1.73 years.

Restricted Stoc

In March and April 2010, the Company issued 90,800 25,000 shares of restricted stock to its nopl@yee directors, respectively, all of
which vested in their entirety on the one year aensiary of the grant date. In December 2009, thmg2my issued 347,500 shares of restrictec
stock to employees and 45,000 shares of restrittagk to its non-employee directors, which vestdhbly in annual installments over three
and two years, respectively, commencing on thedingiversary of the grant date. In September 20@9Company issued 828,000 shares of
restricted stock to employees and 180,000 sharesstifcted stock to its board of directors, allxdfich vested in their entireties on the one "
anniversary of the grant date. In December 20@8Qbmpany issued 396,500 shares of restricted stoetployees and 90,000 shares of
restricted stock to its board of directors, allrdfich vested in December 2009. Also, in January82@te Company issued 100,000 shares of
restricted stock to one employee which vested haaer a three-year period. In 2007, the Compasyéd 70,000 shares of restricted stock t
several employees which vested in December 2008n®the years ended December 31, 2012, 2011 ab@, #1.7 million, $635 thousand
and $2.4 million of compensation expense was raezednrespectively.
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12. Stock Option Plan (Continued)

In July and December 2012, the Company repurchb8gd0 and 107,413 shares at $6.06 and $4.19 per,skspectively, to cover payroll
taxes. In January and December 2011, the Compauyateased 15,190 shares and 44,369 shares até##%181.41 per share, respectively, to
cover payroll taxes. In January, September and idbee 2010, the Company repurchased 15,283 sha&@g,1® shares and 51,116 shares at
$3.10, $3.95 and $4.66 per share, respectivelyoter payroll taxes. In December 2009, the Compeapyrchased 103,823 shares of vested
restricted stock from employees at $3.66 per stacever payroll taxes. A summary of the statusa@i-vested restricted stock as of
December 31, 2012, 2011 and 2010 is as follows:

Weighted-Average

Number of Share: Grant Date Fair Value
Non-vested, December 31, 2009 1,467,16 $ 2.3(C
Grantec 115,00( 5.1t
Vested (1,182,16) 2.1¢
Cancellec (51,250 4.4
Non-vested, Decemb 31, 201C 348,75: 2.3(
Grantec 848,40t 4.57
Vested (229,58¢) 3.5¢€
Cancellec (16,667 2.88
Non-vested, December 31, 20 950,90t 4.3¢4
Grantec 258,03: 4.3¢
Vested (351,829 4.32
Cancellec (123,370 4.3¢
Non-vested, December 31, 20 733,73¢ $ 4.37

As of December 31, 2012, there was $2.8 milliototd! unrecognized stock-based compensation expetated to non-vested restricted stock
arrangements. The expense is expected to be reenpover a weighted-average period of 1.53 years.

13. Employee Benefit Plan

The Company sponsors a qualified 401(k) Retirerféam under which employees are allowed to conteilzettain percentages of their pay, uy
to the maximum allowed under Section 401(k) of tRe&. The Company may make contributions to thenpt its discretion. The Company
contributed approximately $266 thousand, $38 thodisand $21 thousand to this plan during the yeaded December 31, 2012, 2011, and
2010, respectively.
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14. Selected Quarterly Information (Unaudited)
(in thousands, except per share amount)

First Second Third Fourth
Year Ended December 31, 201 Quarter Quarter Quarter Quarter
Revenue $ 20C $ 20C $ 20C $ 20C
Total operating expens 18,83 23,16¢ 21,927 39,04
Loss from operation (18,637 (22,96¢) (21,729 (38,847
Change in fair value of warrar (5,81)) (650 3,94¢ 8,56¢
Net (loss) (24,470 (23,619 (17,829 (30,229
Loss per share, basic and dilu $ (0.39 $ (0.30 $ (0.2 $ (0.3%)

First Second Third Fourth
Year Ended December 31, 201 Quarter Quarter Quarter Quarter
Revenue $ 67 $ 20C $ 20C $ 20C
Total operating expens 27,99: 13,04¢ 14,40¢ 16,611
Loss from operation (27,926 (12,849 (14,209 (16,417
Change in fair value of warrar (11,080 2,11¢ 13,38¢ 3,16(
Net (loss) (39,009 (20,729 (802) (13,249
Loss per share, basic and dilu $ (0.6%) $ (0.1¢) $ (0.0]) $ (0.19
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Agreement and Plan of Merger among the Registfarnérly “EasyWeb, Inc.”), ZIO Acquisition Corp. dn
ZIOPHARM, Inc., dated August 3, 2005 (incorporabsdreference to Exhibit 10.1 to the Registrant'snk &K, SEC File
No. 00(-32353, filed August 9, 2005

Amended and Restated Certificate of Incorporatzsjled with the Delaware Secretary of State onil&6, 2006
(incorporated by reference to Exhibit 3.1 to thgiBeant’'s Current Report on Form 8-K, SEC File RB80-32353, filed
April 26, 2006).

Certificate of Merger dated September 13, 200%¢ire} to the merger of ZIO Acquisition Corp. withdainto
ZIOPHARM, Inc. (incorporated by reference to Exhibil to the Registrant’s Form 8-K, SEC File NoO£B2353, filed
September 19, 200t

Certificate of Ownership of the Registrant (formgefEasyWeb, Inc.”)dated as of September 14, 2005, relating the m
of ZIOPHARM, Inc. with and into the Registrant, actthnging the Registrant’s corporate name from Bty Inc. to
ZIOPHARM Oncology, Inc. (incorporated by referenoeexhibit 3.2 to the Registrant’s Form 8-K, SEGMlo. 000-
32353, filed September 19, 200

Bylaws, as amended to date (incorporated by referémExhibit 3.3 to the Registrant’s Form 8-K, SEi@ No. 000-
32353, filed September 19, 200

Specimen common stock certificate (incorporateddfgrence to Exhibit 4.1 to the Registrant’'s Regigin Statement on
Form SE-2, SEC File No. 33-129020, filed October 14, 200!

Form of Warrant issued to placement agents in attiorewith ZIOPHARM, Inc. 2005 private placememidorporated
by reference to Exhibit 4.2 to the Registrant’s iRegtion Statement on Form SB-2, SEC File No. 339020, filed
October 14, 2005

Schedule identifying holders of Warrants in therfdiled as Exhibit 4.2 to this Report (incorporatgdreference to
Exhibit 4.3 to the Registra's Registration Statement on Form-2, SEC File No. 33-129020, filed October 14, 200:

Warrant for the Purchase of Shares of common statéd December 23, 2004 (incorporated by referemEshibit 4.4
to the Registra’s Registration Statement on Form-2, SEC File No. 33-129020, filed October 14, 200"

Option for the Purchase of common stock dated @ctdb, 2004 and issued to DEKK-Tec, Inc. (incorpeday
reference to Exhibit 4.5 to the Registrant’s Annaport on Form 10-KSB, SEC File No. 000-3235&diMarch 20,
2006).

Form of Option for the Purchase of Shares of comsiook dated August 30, 2004 and issued to Theddsity of Texas
M. D. Anderson Cancer Center (incorporated by exfee to Exhibit 4.6 to the Registrant’s Annual Répa Form 10-
KSB, SEC File No. 0€-32353, filed March 20, 200€

Schedule identifying material terms of Optionstfog Purchase of Shares of common stock in the fibechas Exhibit 4.1
to this Report. (incorporated by reference to EiHity to the Registrant’'s Annual Report on FormKI®B, SEC File No.
00(-32353, filed March 20, 2006

Form of common stock Purchase Warrant issued tepiant agents in connection with the Registrari@2orivate
placement (incorporated by reference to Exhibittd.the Registrant’'s Current Report on Form 8-KCSHle No. 000-
32353, filed May 3, 2006

Form of Warrant to Purchase Common Stock issuéuvistors in connection the Registrant’s Septerabé® private
placement (incorporated by reference to Exhibittd.the Registrant's Current Report on Form 8-KdiSeptember 15,
2009).

A-1



Table of Contents

Exhibit No.

412

4.13

4.14

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9
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Form of Warrant to Purchase Common Stock issu@tbimement agents in connection with the Registsa®é&ptember
2009 private placement (incorporated by referendexhibit 4.2 to the Registrant’s Current Reportramm 8-K filed
September 15, 200¢

Form of Warrant to Purchase Common Stock issué@uvstors in connection with the Registrant’s Deben2009 public
offering (incorporated by reference to Exhibit tolthe Registra’s Current Report on Forn-K filed December 8, 2009

Form of Warrant to Purchase Common Stock issue@ahderwriters in connection with the Registrant’cBraber 2009
public offering (incorporated by reference to Exthibl to the Registrant’s Current Report on Fori led December 8,
2009).

ZIOPHARM Oncology, Inc. Amended and Restated 20@gISIncentive Plan (incorporated by referencexbibit 10.1 tc
the Registrar's Annual Report on Form -K filed March 1, 2011)

Form of Incentive Stock Option Agreement grantedarrthe Registrant’'s 2003 Stock Option Plan (inocaped by
reference to Exhibit 10.7 to the Registrant’s AdriReport on Form 10-KSB, SEC File No. 000-3235@diMarch 20,
2006).

Form of Employee Non-Qualified Stock Option Agreaingranted under the Registrant’s 2003 Stock Opf@iam
(incorporated by reference to Exhibit 10.8 to tlegRtrant’s Annual Report on Form 10-KSB, SEC Nite 000-32353,
filed March 20, 2006)

Form of Director Non-Qualified Stock Option Agreemgranted under the Registrant’s 2003 Stock Oilam
(incorporated by reference to Exhibit 10.9 to thegRtrant’s Annual Report on Form 10-KSB, SEC Nite 000-32353,
filed March 20, 2006)

Form of Restricted Stock Agreement granted undeRégistrant’s 2003 Stock Option Plan (incorpordtgdeference to
Exhibit 10.1 to the Registre’s Current Report on Forn-K filed December 18, 2007

ZIOPHARM Oncology, Inc. 2012 Equity Incentive Plancorporated by reference to Exhibit 10.1 to tlegRtrant’s
Current Report on Forrr-K filed June 26, 2012

Form of Restricted Stock Agreement Granted UndeZl©PHARM Oncology, Inc. 2012 Equity Incentive Pla
(incorporated by reference to Exhibit 10.2 to tlegRtran’s Current Report on Forn-K filed June 26, 2012

Form of Option Agreement Granted Under the ZIOPHARNKtology, Inc. 2012 Equity Incentive Plan (incaigted by
reference to Exhibit 10.3 to the Regist’s Current Report on Forn-K filed June 26, 2012

Employment Agreement dated as of January 8, 20Gtybetween the Registrant and Dr. Jonathan L@wgsrporated
by reference to Exhibit 10.6 to the Regist’'s Annual Report on Form -KSB filed February 21, 2008

Extension of Employment Agreement dated as of Déeer28, 2010 by and between the Registrant andddathan
Lewis (incorporated by reference to Exhibit 10.1he Registrar’'s Current Report on Forn-K filed December 28, 2010

Extension of Employment Agreement dated as of J3Rja2013 by and between the Registrant and Drathan Lewis
(incorporated by reference to Exhibit 10.1 to tlegRtran’s Current Report on Forn-K filed January 8, 2013

Employment Agreement dated July 8, 2011 by and éetwZIOPHARM Oncology, Inc. and Hagop Youssoufidi,
MSc (incorporated by reference to Exhibit 10.1he Registrar's Current Report on-K filed July 15, 2011)
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Amendment No. 1 to Employment Agreement dated 8uB011 by and between the Company and Hagop Yuofiaap
M.D., M.Sc. (incorporated by reference to Exhilit1l to the Compar's Current Report on Forn-K filed April 3, 2012).

Employment Agreement effective September 6, 201ara/between ZIOPHARM Oncology, Inc. and CaesBelbel
(incorporated by reference to Exhibit 10.1 to tlegRtran’s Current Report on Forn-K filed September 6, 2011

Employment Agreement dated May 8, 2012 by and batvilee Company and Jason A. Amello (incorporatecefgrence
to Exhibit 10.1 to the Registré's Current Report on Forn-K filed May 10, 2012)

Patent and Technology License Agreement dated A&y2004, among ZIOPHARM, Inc. (predecessor & th
Registrant), the Board of Regents of the Universityfexas System on behalf of the University of d&#.D. Anderson
Cancer Center and the Texas A&M University Systaroofporated by reference to Exhibit 10.5 to thgiB®ant’'s
Registration Statement on Form-2, SEC File No. 33-129020, filed October 14, 2005).

License Agreement dated October 15, 2004, betwd®@RHARM, Inc. (predecessor to the Registrant) aiKR-Tec, Inc
(incorporated by reference to Exhibit 10.6 to tlegRtrant’s Registration Statement on Form SB-Z; Eite No. 333-
129020, filed October 14, 2005).

Asset Purchase Agreement dated November 3, 20@@dbamong Baxter Healthcare S.A., Baxter Internatidnc.,
Baxter Oncology GmbH and the Registrant (incorpetdty reference to Exhibit 10.1 to the Registra@tmrterly Report
on Form 1-QSB, SEC File No. 0(-33038, filed November 13, 2006).

License Agreement dated November 3, 2006 by andhgrBaxter Healthcare S.A., Baxter Internationat, bind the
Registrant (incorporated by reference to ExhibifLl1i® the Registrant’s Quarterly Report on FormQ®B, SEC File No.
001-33038, filed November 13, 2006).

Amendment to License Agreement dated Septembe&t@®9 by and among Baxter Healthcare S.A., Baxtermational,
Inc. and the Registrant (incorporated by refera@ndexhibit 10.16 to the Registrant’s Annual RepmrtForm 10-K filed
March 17, 2010)

Exclusive Channel Partner Agreement by and betweeRegistrant and Intrexon Corporation dated a&ofiary 6, 2011
(incorporated by reference to Exhibit 10.1 to tlegRtran’s Current Report on Forn-K filed January 12, 2011).

First Amendment to Exclusive Channel Partner Agrerstndated September 13, 2011 by and between thstReg and
Intrexon Corporation (incorporated by referenc&xaibit 10.1 to the Registrant’s Quarterly Repartkorm 10-Q filed
May 3, 2012

Form of subscription agreement between the ZIOPHARI and the investors in the Registrant’s 200&ape placement
(incorporated by reference to Exhibit 10.7 to tlegRtrant’s Registration Statement on Form SB-Z; &ite No. 333-
129020, filed October 14, 200!

Form of Subscription Agreement by and between thgi®rant and investors in the Registrant’s 2006ape placement
(incorporated by reference to Exhibit 10.1 to tlegRtrant’s Current Report on Form 8-K, SEC File Big0-32353, filed
May 3, 2006)

Form of Securities Purchase Agreement dated Septe2009 by and between the Registrant and ioxeBt the
Registrant’s September 2009 private placement (parated by reference to Exhibit 10.1 to the Regigts Current
Report on Form-K filed September 15, 200¢

Form of Registration Rights Agreement dated Sep&rib2009 by and between the Registrant and iokest the
Registrant’s September 2009 private placement {parated by reference to Exhibit 10.2 to the Reagrgts Current
Report on Form-K filed September 15, 200¢
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Engagement Letter dated August 7, 2009 by and leetwlee Registrant and Rodman & Renshaw, LLC (inm@ated by
reference to Exhibit 10.21 to the Regist’s Annual Report on Form -K filed March 1, 2011)

Stock Purchase Agreement by and between the Ragfistnd Intrexon Corporation dated as of Janua®@®] (incorporated
by reference to Exhibit 10.2 to the Regist’s Current Report on Forn-K filed January 12, 2011

Amendment Stock Purchase Agreement by and betvieeRegistrant and Intrexon Corporation dated &ebfuary 1, 2011
(incorporated by reference to Exhibit 10.1 to tlegRtran’s Current Report on Forn-K filed February 7, 2011

Registration Rights Agreement dated January 121 d§land between the Registrant and Intrexon Catjmor (incorporated
by reference to Exhibit 10.24 to the Regist's Annual Report on Form -K filed March 1, 2011)

Form of Indemnity Agreement for directors and exeeuofficers (incorporated by reference to Exhifit1 to the
Registrar’'s Current Report on Forn-K filed January 31, 2013

Consent of Independent Registered Public Accourking—McGladrey LLP

Certification of Chief Executive Officer pursuantExchange Act Rule 13a-14(a) or 15(d)-14(a), aptatl pursuant to
Section 302 of the Sarbar-Oxley Act of 2002

Certification of Chief Financial Officer pursuant Exchange Act Rule 13a-14(a) or 15(d)-14(a), aptat pursuant to
Section 302 of the Sarbar-Oxley Act of 2002

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioBe906 of the
Sarbane-Oxley Act of 2002

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiio8e906 of the
Sarbane-Oxley Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Extension Definition Linkbase Docurh
XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

+ Confidential treatment has been granted as taiogvortions of this exhibit pursuant to Rule 40@he Securities Act of 1933, as
amended, or Rule 2-2 of the Securities Exchange Act of 1934, as anmgr
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inRbgistration Statements on Forms S-8 (File N03:130884, 333-134280, 333-142701,
333-160496 and 333-167925) and Forms S-3 (File B23-129680, 333-134279, 333-141014, 333-161453;182160, 333-163517, 333-
166444 and 333-174292) of ZIOPHARM Oncology, Infcoor report dated March 18, 2013 relating to autibof the financial statements and
the effectiveness of internal control over finahegporting (which report includes an emphasis gaaph relating to an uncertainty as to the
Company’s ability to continue as a going concenrjich appears in this Annual Report on Form 10-KiE§PHARM Oncology, Inc. for the

year ended December 31, 20
/sl McGladrey LLP

Boston, Massachusetts
March 18, 2013



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 notaioriny untrue statement of a material fact or dondttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

b) Designed such internal control over financiglating, or caused such internal control over fiahreporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiiksineport our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyaport based on such
evaluation; ant

d) Disclosed in this report any change in the tegyig’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fotigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer(s) anldlave disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

b)  Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: March 18, 2013

/s/ Jonathan Lewis

Jonathan Lewis, Chief Executive Offic
(Principal Executive Officer



Exhibit 31.Z

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER

[, Jason A. Amello, certify that:

1.
2.

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

Based on my knowledge, this report does notaioriny untrue statement of a material fact or dondttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

b) Designed such internal control over financiglating, or caused such internal control over fiahreporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiiksineport our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyaport based on such
evaluation; ant

d) Disclosed in this report any change in the tegyig’s internal control over financial reportirttat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fotigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer(s) anldlave disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

b)  Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: March 18, 2013

/s/ Jason A. Amello

Jason A. Amello, Executive Vice President,
Chief Financial Officer and Treasut
(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 €ogy, Inc. (the “Company”) on Form Hfor the year ended December 31, 201:
filed with the Securities and Exchange Commissionhe date hereof (the “Report”), I, Jonathan LeWwisncipal 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 requirementsSeftction 13(a) or 15(d) of the Securities Exchangeof1934; anc

(2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand result of operations of t
Company.

/s/ Jonathan Lewis

Jonathan Lewis, Chief Executive Offic
(Principal Executive Officer

March 18, 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 €ogy, Inc. (the “Company”) on Form Hfor the year ended December 31, 201:
filed with the Securities and Exchange Commissiohe date hereof (the “Report”), I, Jason A. AmgeRrincipal Financial and Accounting
Officer of the Company, certify, pursuant to 18 L SSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that:

(1) The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchangeof1934; anc

(2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand result of operations of t
Company.

/s/ Jason A. Amello

Jason A. Amello, Executive Vice President,
Chief Financial Officer and Treasut
(Principal Financial and Accounting Office
March 18, 201




