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T 206.282.7100 F 206.284.6206
February 5, 2010
Dear Shareholder:

You are cordially invited to attend the Cell Therapeutics, Inc. (the Company ) Special Meeting of Shareholders, to be held at 10:00 a.m. Pacific
Daylight Time (PDT) on Friday, April 9, 2010, at 501 Elliott Avenue West, Suite 400, Seattle, Washington 98119, USA. For those of you

unable to attend in person, the Company expects to webcast the meeting and make information concerning the webcast available on the
Company s website at http://www.celltherapeutics.com.

Information concerning the business to be conducted at this meeting is included in the accompanying Notice of Special Meeting and Proxy
Statement. The proxy statement is being mailed to the Company s U.S. shareholders. If you are an Italian shareholder who does not hold shares
in record name (i.e., you hold shares through an Italian bank), you may obtain a copy of the proxy statement and a proxy card from any of the
following places:

the office of the Borsa Italiana S.p.A.;

the office of the Company s Italian legal counsel, Legance Studio Legale Associato (contact person: Mr. Giorgio Vanzanelli), at Via
Dante 7, 20123 Milan (if you have any questions, please call Omar Al Bayaty, Barabino & Partners S.p.A., at 39 02.72.02.35.35);

the office of any of the depository banks (or Monte Titoli intermediaries) having the Company s shares on their accounts;

the Securities and Exchange Commission website at http://www.sec.gov; or

the Company s website at http://www.celltherapeutics.com/shareholders.
YOUR VOTE IS VERY IMPORTANT. Whether or not you plan to attend the meeting, it is important that your shares be represented.
Therefore, the Company urges its U.S. shareholders to sign, date and promptly return the enclosed proxy in the enclosed postage paid envelope
and urges its Italian shareholders to request and return an Italian proxy card together with a completed certification of participation. If your
shares are held in a U.S. bank or brokerage account or if you are registered directly with the Company as the record holder of your shares, you
may be eligible to vote your proxy electronically or by telephone. Please refer to the enclosed voting form for instructions.

I look forward to greeting you personally and, on behalf of the Board of Directors and management, I would like to express our appreciation for
your support of Cell Therapeutics, Inc.

Sincerely,
James A. Bianco, M.D.
Chief Executive Officer

Shareholder
Cell Therapeutics, Inc., 501 Elliott Avenue West, Suite 400, Seattle, Washington 98119, USA
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CELL THERAPEUTICS, INC.
Notice of Special Meeting of Shareholders
Friday, April 9, 2010
To Cell Therapeutics, Inc. Shareholders:

The Special Meeting of Shareholders (the Special Meeting ) of Cell Therapeutics, Inc. (the Company ) will be held at 10:00 a.m. Pacific Daylight
Time (PDT), on Friday, April 9, 2010, at 501 Elliott Avenue West, Suite 400, Seattle, Washington 98119, USA, for the following purposes:

(1) to approve an amendment to the Company s amended and restated articles of incorporation to increase the total number of authorized
shares from 810,000,000 to 1,210,000,000 and to increase the total number of authorized shares of common stock from 800,000,000
to 1,200,000,000; and

(2) to approve an amendment to the Company s 2007 Equity Incentive Plan, as amended (the 2007 Equity Plan ), to increase the number
of shares available for issuance under the 2007 Equity Plan by 40,000,000 shares.
All shareholders are invited to attend the Special Meeting. Shareholders of record at the close of business on February 19, 2010, the record date
fixed by the Board of Directors of the Company, are entitled to vote at the Special Meeting and all adjournments and postponements thereof. A
complete list of shareholders entitled to notice of, and to vote at, the Special Meeting will be open to examination by the shareholders beginning
ten (10) days prior to the Special Meeting for any purpose germane to the Special Meeting during normal business hours at the office of the
secretary of the Company at 501 Elliott Avenue West, Suite 400, Seattle, Washington 98119.

Copies of the enclosed proxy statement may be obtained by the Company s Italian shareholders who do not hold their shares in registered form
from any of the following places:

the office of the Borsa Italiana S.p.A.;

the office of the Company s Italian legal counsel, Legance Studio Legale Associato (contact person: Mr. Giorgio Vanzanelli), at Via
Dante 7, 20123 Milan (if you have any questions, please call Omar Al Bayaty, Barabino & Partners S.p.A., at 39 02.72.02.35.35);

the office of any of the depository banks (or Monte Titoli intermediaries) having the Company s shares on their accounts;

the Securities and Exchange Commission website at http://www.sec.gov; or

the Company s website at http://www.celltherapeutics.com/shareholders.
The proxy statement will be available for the Company s Italian shareholders at least twenty (20) days before the Special Meeting date of April 9,
2010.

Whether or not you intend to be present at the Special Meeting, U.S. shareholders are requested to sign and date the enclosed proxy and
return it in the enclosed envelope, and Italian shareholders are requested to request and return an Italian proxy card together with a
completed certification of participation. If you are one of the Company s Italian shareholders, please remember to request a certification
of participation in the Italian Central Depository System from your broker and include it in
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the same envelope as your Italian proxy card in order for your vote to be counted. If your shares are held in a bank or brokerage
account in the United States, or if you are registered directly with the Company as the record holder of your shares, you may be eligible
to vote your proxy electronically or by telephone. Please refer to the enclosed voting form for instructions.

By Order of the Board of Directors

Louis A. Bianco

Executive Vice President, Finance & Administration
Seattle, Washington

February 5, 2010

YOUR VOTE IS IMPORTANT. ACCORDINGLY, YOU ARE URGED TO SIGN, DATE AND RETURN PROMPTLY THE
ACCOMPANYING PROXY CARD IN THE ENCLOSED ENVELOPE REGARDLESS OF WHETHER OR NOT YOU PLAN TO
ATTEND THE SPECIAL MEETING. IF YOU ARE ONE OF THE COMPANY S SHAREHOLDERS IN ITALY, PLEASE
REMEMBER TO PRINT AN ITALIAN PROXY CARD FROM THE COMPANY S WEBSITE, OR ANY OF THE LOCATIONS
LISTED IN THIS PROXY STATEMENT, REQUEST A CERTIFICATION OF PARTICIPATION IN THE CENTRAL
DEPOSITARY SYSTEM FROM YOUR BROKER AND INCLUDE THE PROXY CARD AND CERTIFICATION OF
PARTICIPATION IN THE SAME ENVELOPE OR TELECOPY THEM TOGETHER TO THE FACSIMILE NUMBER PROVIDED
ON THE PROXY CARD

(SEE PAGE 1 FOR MORE INFORMATION ON ITALIAN VOTING PROCEDURES).
Important Notice Regarding the Availability of Proxy Materials
for the Special Meeting to Be Held on April 9, 2010:

This proxy statement is available on the Company s website at http://www.celltherapeutics.com/shareholders.
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CELL THERAPEUTICS, INC.
501 Elliott Avenue West, Suite 400

Seattle, Washington 98119

PROXY STATEMENT

Information Regarding Proxies
General

This proxy statement and the accompanying form of proxy are furnished in connection with the solicitation of proxies by the Board of Directors
(the Board ) of Cell Therapeutics, Inc. (the Company ) for use at the Company s Special Meeting of Shareholders (the Special Meeting or
shareholder meeting ), to be held at 10:00 a.m. Pacific Daylight Time (PDT), on Friday, April 9, 2010, at 501 Elliott Avenue West, Suite 400,

Seattle, Washington 98119, USA, and at any adjournment or postponement thereof.

At the Special Meeting, shareholders will be asked to:

(1) approve an amendment to the Company s amended and restated articles of incorporation to increase the total number of authorized
shares from 810,000,000 to 1,210,000,000 and to increase the total number of authorized shares of common stock from 800,000,000
to 1,200,000,000 ( Proposal 1 ); and

(2) approve an amendment to the Company s 2007 Equity Incentive Plan, as amended (the 2007 Equity Plan ), to increase the number of
shares available for issuance under the 2007 Equity Plan by 40,000,000 shares ( Proposal 2 and, together with Proposal 1, the
Proposals ).
Shareholder approval of the Proposals is required by statutes or regulations applicable to the Company based on its listing on The NASDAQ
Capital Market and its incorporation in the state of Washington.

This proxy statement and the accompanying proxy card are being first mailed to shareholders on or about February 24, 2010.
Important Information for the Company s Shareholders in Italy about Voting Procedures

If you hold shares of the Company s common stock as a result of a merger with Novuspharma S.p.A. or if you acquired shares of the Company s
common stock through an account with an Italian bank on the Mercato Telematico Azionario stock market in Italy (the MTA ), you most likely
hold these shares indirectly through the facilities of the Italian clearing agency, Monte Titoli, and through the banks and brokers participating in
the Monte Titoli system (unless you or your broker has taken action to remove your shares from the Monte Titoli system and requested to have
shares registered in your name). Persons holding shares of the Company s common stock through Monte Titoli are referred to as the Company s
shareholders in Italy or the Company s Italian shareholders. Monte Titoli, in turn, holds these shares of the Company s common stock through the
U.S. clearing agency, the Depository Trust Company ( DTC ). Pursuant to U.S. law, DTC will transfer its voting power over the shares in Monte
Titoli s account to Monte Titoli. Monte Titoli has agreed with the Company that it will re-transfer its voting power over such shares to the

persons holding certifications of participation (each, a Certification ) in the Italian Central Depository System issued pursuant to Italian law
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(Article 85(4) of Legislative Decree no. 58/1998 and Article 21 and subsequent of CONSOB and the Bank of Italy Regulation dated
February 22, 2008).

In order to increase the number of shares owned by Italian shareholders that vote at the shareholder meeting so that the Company can achieve a
quorum and take action at the shareholder meeting, which has been difficult in the past, certain Italian banks have agreed in the absence of the
shareholder s contrary instructions thereto to make book entry transfer of their share positions at Monte Titoli to their U.S. correspondent banks,

which will
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transfer the shares to an account of the Italian bank at a U.S. affiliate broker-dealer on the record date. This will permit such broker-dealers
under the securities laws of the United States and the rules of the New York Stock Exchange to vote these shares for certain matters to be
presented at the shareholder meeting in the event that the Italian shareholders do not instruct their broker to vote the shares pursuant to the
procedures provided for in this proxy statement and on the proxy card prepared for the Company s shareholders in Italy, which may be obtained
from the Company s website at http://www.celltherapeutics.com. The Company s Italian shareholders will, however, maintain their right to
instruct the U.S. broker-dealer so that the broker-dealer refrains from taking any action in relation to such shareholder s shares, including voting
the shares. Accordingly, if you do not vote your shares by valid proxy or you do not provide any specific instruction in relation thereto on or
before the date of the shareholder meeting and your shares are held through an Italian bank participating in this transfer procedure, your shares
will be voted by the U.S. broker pursuant to the discretionary authority granted them under Rule 452 of the New York Stock Exchange.
However, you may still vote your shares yourself as provided below.

Copies of this proxy statement may be obtained by the Company s Italian shareholders from any of the following places:

the office of the Borsa Italiana S.p.A.;

the office of the Company s Italian legal counsel, Legance Studio Legale Associato (contact person: Mr. Giorgio Vanzanelli), at Via
Dante 7, 20123 Milan (if you have any questions, please call Omar Al Bayaty, Barabino & Partners S.p.A., at 39 02.72.02.35.35);

the office of any of the depository banks (or Monte Titoli intermediaries) having the Company s shares on their accounts;

the Securities and Exchange Commission (the SEC ) website at http://www.sec.gov; or

the Company s website at http://www.celltherapeutics.com/shareholders.
The proxy statement will be available for Italian shareholders at least twenty (20) days before the Special Meeting date of April 9, 2010.

All of the Company s shareholders, including the Company s Italian shareholders, are cordially invited to attend the Special Meeting. If you hold
shares of the Company s common stock in Italy through Monte Titoli, your broker is required by Italian law to provide you with a Certification in
the Italian Central Depository System.

Italian shareholders who have requested and received a Certification may vote in the following manner:

In person. You may attend the shareholder meeting and vote in person. To do so, please present your Certification at the door,
together with proof of your identity.

By mail or facsimile. You may print an Italian proxy card from the Company s website at
http://www.celltherapeutics.com/shareholders and use that proxy card to vote by mail or facsimile. Please mark your votes on the
Italian proxy card and return it and your Certification by mail to the address shown on the card or by facsimile to the facsimile
number shown on the card by the deadline shown on the card. Your name as you write it on your Italian proxy card must exactly
match your name as printed on your Certification. Italian privacy law prevents the Company from learning in advance the names of
the persons holding Certifications. Thus, you must include your Certification (or a complete copy) in the same envelope as your
Italian proxy card in order for your vote to be counted (that is, in order to prove to the Company s inspector of election that you have
the right to vote).
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By proxy. You may name another person as a substitute proxy by any means permitted by Washington law and the Company s
amended and restated bylaws. That substitute proxy may then attend the
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shareholder meeting, provided that he or she must provide your Certification or a complete copy thereof, together with your written
authorization naming such person as your proxy, to the Company s inspector of election at the shareholder meeting in order to verify
the authenticity of your proxy designation.
The Company strongly encourages its Italian shareholders to obtain a Certification and an Italian proxy card and submit them by mail
to the address shown on the Italian proxy card or, if possible, send by facsimile to the facsimile number shown on the Italian proxy card.
A significant percentage of the Company s shares are held by persons in Italy. If the Company s Italian shareholders do not take the time to vote,
the Company will not be able to obtain a quorum, in which case the Company would be unable to conduct any business at the shareholder
meeting. Your vote is important. Please obtain a Certification and an Italian proxy card and vote today.

For future meetings, other Italian shareholders may also vote via internet or by phone if the shares owned by such Italian shareholder are held
directly by a U.S. brokerage account in that shareholder s name. If you are an Italian shareholder and wish to use this method of voting for future
meetings, then prior to the record date for such future meeting you will need to instruct your bank to transfer your shares to a U.S. brokerage
account (to be held in your name and for your account). Once your shares are held by a U.S. broker in your name, you will receive the
shareholder meeting documentation for any future meetings (including the proxy statement) at your address, together with a security code and
instructions on how to vote your shares through the relevant website or by calling the telephone number provided in connection with that
meeting. You will not need to transfer your shares before every meeting; once the transfer has been made and your shares are held in a

U.S. brokerage account, you will be able to vote your shares via internet or phone for all future meetings so long as your shares continue to be
held in a U.S. brokerage account. If you wish to make such a transfer to allow voting via internet or phone for future meetings, please contact
your bank to understand the procedure and the costs associated with that transfer. Please note that you will be required by your bank to bear the
costs relating to such a transfer, including those debited or claimed by the U.S. broker for the management of the account in the U.S.

The Company s Italian shareholders who are registered directly with the Company as a record holder (i.e., you hold your shares in registered
form) may also vote via internet or by phone as described below.

If you do not hold your shares in registered form, you may request to be registered directly with the Company as a record holder, which will
entitle you to receive shareholder materials for future meetings directly at your address as indicated in the registration. If you are interested in
having your shares registered directly with the Company for the purposes of receiving shareholder information directly for future meetings,
please contact your bank for more information on the procedures required for such registration, which would include, among other things, the
submission of a registration request (together with a Certification) to the Company s transfer agent, the removal of your shares from Monte
Titoli s account and the transfer of such shares to the United States directly in your name. Please note that registration in the Company s
shareholder books may require you to take additional steps if and when you decide to dispose of your shares.

Solicitation of Proxies

This solicitation is made on behalf of the Board. All expenses in connection with the solicitation of proxies will be borne by the Company. In
addition to solicitation by mail, the Company s officers, directors or other regular employees may solicit proxies by telephone, facsimile,
electronic communication or in person. These individuals will not receive any additional compensation for these services. The Company has also
engaged The Proxy Advisory Group, LLC, to assist in the solicitation of proxies and provide related advice and informational support for a
$7,500 service fee and the reimbursement of customary disbursements. These fees and disbursements are not expected to exceed $30,000 in the
aggregate.
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Record Date, Voting Rights and Outstanding Shares

Only shareholders of record on the Company s books at the close of business on February 19, 2010 (the record date ) will be entitled to notice of,
and to vote at, the Special Meeting. Each share of the Company s common stock, no par value, outstanding on the record date is entitled to one
vote per share at the shareholder meeting. The Company does not have any other class of capital stock outstanding. At the close of business on

the record date, there were issued and outstanding [-] shares of common stock. The presence at the shareholder meeting in person or by proxy of
holders of record of one-third of the votes entitled to be cast is required to constitute a quorum for the transaction of all business at the

shareholder meeting. Broker non-votes (as more fully described below) and shares held by persons abstaining will be counted in determining
whether a quorum is present.

All votes will be tabulated by the inspector of election appointed for the shareholder meeting, who will separately tabulate affirmative and
negative votes, abstentions and broker non-votes. If a quorum exists at the shareholder meeting, all shares of common stock represented by
properly executed proxies that are not revoked will be voted in accordance with the instructions, if any, given therein. Proxy cards that are
signed and returned without specifying a vote or an abstention on any proposal specified therein will be voted according to the recommendations
of the Board on such proposals.

Abstentions

When an eligible voter attends the shareholder meeting but decides not to vote, the eligible voter s decision not to vote is called an abstention.
Properly executed proxy cards that are marked abstain or withhold authority on any proposal will be treated as abstentions for that proposal. The
Company will treat abstentions as follows:

abstention shares are present and entitled to vote for purposes of determining the presence of a quorum;

abstentions will be treated as not voting for purposes of determining the approval of any matter submitted to the
shareholders for a vote requiring a plurality, a majority or some other percentage of the votes actually cast; and

abstentions will have the same effect as votes against a proposal if the vote required is a majority or some other percentage of the
voting power present for that proposal or of the votes entitled to be cast on that proposal.
Shares which abstain from voting for Proposal 1 will have the same effect as votes cast against that proposal since approval is based on the votes
entitled to be cast. Shares which otherwise abstain from voting for Proposal 2 will not be counted as votes cast against that proposal and will
have no effect on that proposal since approval is based on the number of votes actually cast.

Broker Non-Votes

If your shares are held in street name and you do not instruct your broker on how to vote your shares, your brokerage firm, in its discretion, may
either leave your shares unvoted or vote your shares on routine matters. The proposal to amend the Company s amended and restated articles of
incorporation (Proposal 1) should be treated as a routine matter. The proposal to amend the 2007 Equity Plan (Proposal 2) is not considered a
routine matter and your broker will not vote on this proposal without your instructions. If you do not instruct the agent how to vote the shares in
your account, your shares may constitute broker non-votes. Generally, broker non-votes occur when a broker is not permitted to vote on a certain
matter without instructions from the beneficial owner, and such instructions are not given. Broker non-votes for Proposal 2 will have no effect

on that proposal since approval is based on the number of votes actually cast.
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Voting Electronically or by Telephone

If your shares are registered in the name of a bank or brokerage firm in the United States, you may be eligible to vote your shares electronically
over the internet or by telephone. A large number of banks and brokerage firms are participating in the Broadridge Investor Communication
Solutions ( Broadridge ) online program. This program provides eligible shareholders who receive a paper copy of the proxy statement the
opportunity to vote via the internet or by telephone. If your bank or brokerage firm is participating in Broadridge s program, your voting form
will provide instructions. If your voting form does not reference internet or telephone information, please complete and return the paper proxy
card in the self-addressed postage paid envelope provided.

In addition, if your shares are registered in your name, you may vote your shares electronically over the internet or by telephone as provided on
your voting form.

Revocability of Proxies

Any shareholder executing a proxy has the power to revoke it at any time prior to the voting thereof on any matter by delivering written notice to
the Company s secretary, Louis A. Bianco, at the Company s principal executive offices, by executing and delivering another proxy dated as of a
later date or by voting in person at the shareholder meeting. For the Company s Italian shareholders, any written notice of revocation or another
proxy, in either case dated as of a later date, must also be accompanied by another Certification.

Voting Agreements

At the time of the Company s merger with Novuspharma, S.p.A., the Company entered into an agreement with Monte Titoli, S.p.A., the Italian
central clearing agency, in order to ensure that persons receiving beneficial interests in shares of the Company s common stock as a result of the
merger would be able to vote those shares. Monte Titoli agreed that each time it is designated as proxy by DTC, Monte Titoli will execute a
further omnibus proxy transferring its voting power to the persons who hold Certifications issued pursuant to Italian law (Article 85(4) of
Legislative Decree no. 58/1998 and Article 21 and subsequent of CONSOB and Bank of Italy Regulation dated February 22, 2008).

Richard L. Love, one of the Company s directors, and certain other shareholders of the Company entered into a voting agreement on
November 23, 2009 (the Voting Agreement ) in connection with the issuance of common stock under the Second Amendment to Acquisition
Agreement dated as of August 6, 2009 (the Second Amendment ), by and among the Company and the stockholder representatives (the
Stockholder Representatives ) of the former stockholders of Systems Medicine, Inc. (the Former SMI Shareholders ). On the date the Voting
Agreement was entered into, the number of shares of common stock owned by the Former SMI Shareholders and covered by the Voting
Agreement constituted, in the aggregate, less than 1% of the Company s outstanding common stock. Pursuant to the Voting Agreement, the
Former SMI Shareholders agreed, in connection with the next shareholder meeting and at any and every adjournment thereof, to vote the shares
covered by the Voting Agreement (including any shares issued pursuant to the Second Amendment and any shares of the Company subsequently
acquired) consistent with the recommendations of the Board, as such recommendations would be set forth in the applicable proxy statement
delivered in connection with such meeting. Each Former SMI Shareholder contemporaneously granted an irrevocable proxy, for purposes of the
next shareholder meeting and any and every adjournment thereof, to the Stockholder Representatives to vote the shares of the Former SMI
Shareholder in a manner consistent and in accordance with the Voting Agreement. Because the Special Meeting will constitute the next
shareholder meeting as described in the Voting Agreement, the Stockholder Representatives will, in accordance with their obligations under the
Voting Agreement, be voting the shares of common stock held by the Former SMI Shareholders (i) in favor of Proposal 1 and (ii) in favor of
Proposal 2.
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PROPOSAL 1
APPROVAL OF AN AMENDMENT TO THE COMPANY S ARTICLES OF INCORPORATION
TO INCREASE THE NUMBER OF AUTHORIZED SHARES
Summary

The Company is asking you to approve an amendment to the Company s amended and restated articles of incorporation to (a) increase the total
number of authorized shares from 810,000,000 shares to 1,210,000,000 shares and (b) increase the total number of authorized shares of common
stock from 800,000,000 shares to 1,200,000,000 shares. The additional common stock to be authorized by adoption of the amendment would
have rights identical to the Company s currently outstanding common stock. The number of authorized shares of the Company s preferred stock
will not be affected by this amendment nor by any other proposal considered at the Special Meeting. The number of authorized shares of the
Company s preferred stock will be maintained at 10,000,000.

Substantially all of the Company s currently authorized common stock has been issued or is reserved for issuance upon exercise or conversion of
existing derivative securities. In order to continue to fund its operations, the Company will need to raise additional capital from financing

sources. One of the ways the Company raises such cash is by issuing shares and derivative securities from time to time. Without additional
authorized shares of common stock, the Company will be unable to raise all of the financing it will likely need to maintain its operations. Other
important corporate needs, including the potential issuance of shares in a merger or issuing stock-based incentive rewards to the Company s
employees, require additional authorized shares of common stock as well.

Article II of the Company s amended and restated articles of incorporation currently authorizes the Company to issue up to 810,000,000 shares of
stock, 800,000,000 of which are designated as common stock, no par value, and 10,000,000 shares of which are designated as preferred stock, no
par value. The Company s common stock is all of a single class, with equal voting, distribution, liquidation and other rights. As of February 1,
2010, 615,643,575 shares of common stock were issued and outstanding, 36,029,675 shares of common stock were reserved for issuance under
the Company s 1994 Equity Incentive Plan and the Company s 2007 Equity Plan (this amount does not include the 40,000,000 additional shares
that will be available under the 2007 Equity Plan if shareholders approve Proposal 2), 1,474,591 shares of common stock were reserved for
issuance under the Company s 2007 Employee Stock Purchase Plan (the ESPP ), warrants to purchase 33,420,356 shares of common stock were
issued and outstanding, 74,746 shares of common stock were reserved for issuance upon conversion of the Company s 4% convertible senior
subordinated notes due July 1, 2010, 122,620 shares of common stock were reserved for issuance upon conversion of the Company s 7.5%
convertible senior notes due April 30, 2011 and 363,766 shares of common stock were reserved for issuance upon conversion of the Company s
5.75% convertible senior notes due December 15, 2011.

The Company anticipates that it may issue additional shares of common stock in the future in connection with one or more of the following:

the Company s Shareholder Rights Agreement, dated December 28, 2009;

corporate transactions, such as stock splits or stock dividends;

financing transactions, such as public or private offerings of common stock or convertible securities;

debt or equity restructuring or refinancing transactions, such as debt exchanges or offerings of new convertible debt or modifications
to existing securities or as payments of interest on debt securities;

acquisitions;
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the Company s stock incentive plans; and

other corporate purposes that have not yet been identified.
In order to provide the Board with certainty and flexibility to undertake transactions to support the Company s future business growth, the Board
deems it is in the best interests of the shareholders and the Company to increase the number of authorized shares of the Company s common
stock.

In addition to periodic discussions regarding fund raising opportunities, the Company also engages in periodic discussions with potential
partners, strategic investments and acquisition candidates, including product lines, as part of the Company s business model. If any of these
discussions came to a definitive understanding and if this Proposal 1 is adopted, it is possible that the Company could use some or all of the
newly authorized shares in connection with one or more such transactions subsequent to the increase in the number of authorized shares. The
Company also plans to continue to issue shares of common stock pursuant to its stock incentive plans subsequent to the increase in the number
of authorized shares. The Company currently has no plan, commitment, arrangement, understanding or agreement, either oral or written,
regarding the issuance of common stock in connection with one or more such strategic transactions subsequent to the increase in the number of
authorized shares.

Text of the Proposed Amendment

If this Proposal 1 is approved, the Company proposes to amend its amended and restated articles of incorporation by replacing Section 1 of
Article Il in its entirety as follows:

ARTICLE I

Authorized Capital Stock

1. Classes. The Corporation shall be authorized to issue two classes of shares of stock to be designated, respectively, _Common Stock and

Preferred Stock. The total number of shares which the Corporation shall have authority to issue shall be One Billion Two Hundred Ten Million
(1,210,000,000); the total number of authorized shares of Common Stock shall be One Billion Two Hundred Million (1,200,000,000) and the
total number of authorized shares of Preferred Stock shall be Ten Million (10,000,000).

If the amendment to the Company s amended and restated articles of incorporation is adopted, it will become effective upon filing of the
amendment to the Company s amended and restated articles of incorporation with the Secretary of State of the State of Washington.

Vote Required and Board of Directors Recommendation

Approval of the amendment to the Company s amended and restated articles of incorporation requires the affirmative vote of a majority of the
votes entitled to be cast on this Proposal 1 in person or by proxy at the shareholder meeting. Abstentions will not be counted.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE FOR THE APPROVAL OF
THE AMENDMENT TO THE COMPANY ARTICLES OF INCORPORATION.

If Proposal 1 is adopted, the additional authorized shares of common stock would become issuable upon the approval of the Board at such times,
in such amounts, and upon such terms as the Board may determine, without further approval of the shareholders, unless such approval is
expressly required by applicable law, regulatory agencies, The NASDAQ Capital Market, the MTA or any other exchange or quotation service

on which the Company s common stock may then be listed. Furthermore, current shareholders will have no preemptive rights to purchase
additional shares. Shareholder approval of this amendment will not, by itself, cause any change in the Company s capital accounts. However, any
future issuance of additional shares of common stock authorized pursuant to this Proposal 1 would ultimately result in dilution of existing
shareholders equity interests.
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PROPOSAL 2
APPROVAL OF AN AMENDMENT TO THE COMPANY S
2007 EQUITY INCENTIVE PLAN
Summary

The Company is asking you to approve an amendment to the Company s 2007 Equity Plan to increase the maximum number of shares authorized
for issuance under the 2007 Equity Plan by 40,000,000 shares. The Board approved the proposed share increase on December 24, 2009.

The current 2007 Equity Plan was approved by the Company s shareholders at the Company s 2007 Annual Meeting of Shareholders. The Board
has determined that it is advisable to increase the maximum number of shares available for issuance under the 2007 Equity Plan in order to
provide flexibility for the Company to continue to award meaningful incentives to the Company s executive officers and key employees. At the
Company s 2009 Annual Meeting of Shareholders, the Company s shareholders approved an amendment to the 2007 Equity Plan to increase the
shares of the Company s common stock available for issuance under the 2007 Equity Plan by 45,000,000 shares to 71,661,082 shares. However,
in light of the Company s strong stock price performance during fiscal 2009 and in light of performance-based awards granted by the Company
to certain executive officers and key employees in December 2009 to provide additional performance-based incentives to these individuals (as
discussed in more detail below under New Plan Benefits and the portion of the Compensation Discussion and Analysis under the heading Equity
Awards Approved in Fiscal 2009 on page 23 of this proxy statement), these additional shares are covered by awards that have been granted by
the Company. As of February 1, 2010, no shares remained available for additional award grant purposes under the 2007 Equity Plan (after

giving effect to the December 2009 performance-based awards referred to above and assuming the performance goals applicable to these
December 2009 awards had been achieved).

The proposed amendment would facilitate the Company s ability to continue to grant equity incentives pursuant to the 2007 Equity Plan, which

are vital to the Company s ability to attract and retain outstanding and highly skilled individuals in the extremely competitive labor markets in
which the Company must compete. The Company s employees are some of its most valuable assets, and such awards are crucial to the Company s
ability to motivate individuals in its service to achieve its goals. The Company strongly believes that the approval of the proposed amendment to
the 2007 Equity Plan is instrumental to the Company s continued success.

Vote Required and Board of Directors Recommendation

Approval of the amendment to the 2007 Equity Plan to increase the number of shares authorized for issuance under the 2007 Equity Plan
requires the affirmative vote of the holders of a majority of the shares of the Company s common stock that are voting on this Proposal 2 in
person or by proxy at the shareholder meeting. Abstentions and broker non-votes will not be counted. In the event the shareholders fail to
approve the amendment to the 2007 Equity Plan, the 2007 Equity Plan will continue in operation pursuant to its existing terms with no change in
the number of shares authorized for issuance under the 2007 Equity Plan. In addition, whether or not the amendment to the 2007 Equity Plan is
approved, the Board may, pursuant to the terms of the 2007 Equity Plan and subject to the NASDAQ Listing Rules, make any other changes to
the 2007 Equity Plan that it believes would be in the Company s and the Company s shareholders best interests.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE FOR THE APPROVAL OF THE AMENDMENT TO
THE 2007 EQUITY PLAN.

Summary of the 2007 Equity Plan

The following is a summary of the principal features of the 2007 Equity Plan and its operation. Because it is not a complete description of all of
the terms and conditions of the 2007 Equity Plan, the summary is qualified in
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its entirety by reference to the full text of the 2007 Equity Plan (as proposed to be amended), as set forth in Appendix A. Except for the proposed
amendment described above in this Proposal 2, the Company s shareholders are not being asked to approve any other amendments to the 2007
Equity Plan.

Purpose of the 2007 Equity Plan

The 2007 Equity Plan is intended to attract, motivate and retain employees, consultants and non-employee directors and to encourage their stock
ownership in the Company.

Types of Awards Granted under the 2007 Equity Plan

The 2007 Equity Plan permits the grant of the following types of incentive awards: (1) stock options, including incentive stock options and
nonqualified stock options, (2) stock appreciation rights, (3) restricted stock, (4) restricted stock units and (5) cash awards (each, an Award ).

Administration of the 2007 Equity Plan

A committee of at least two non-employee members of the Board (the Plan Administrator ) administers the 2007 Equity Plan. To make grants to
certain of the Company s officers and key employees, the members of the Plan Administrator must qualify as non-employee directors under
Rule 16b-3 of the Securities Exchange Act of 1934 (the Exchange Act ), and as outside directors under Section 162(m) of the Internal Revenue
Code of 1986, as amended (the Internal Revenue Code ) (so that the Company can receive a federal tax deduction for certain compensation paid
under the 2007 Equity Plan). The Board has delegated general administrative authority for the 2007 Equity Plan to the Compensation Committee

of the Board (the Compensation Committee ).

Subject to the terms of the 2007 Equity Plan, the Plan Administrator has the discretion to select the employees, consultants and directors who

will receive Awards, to determine the terms and conditions of such Awards (for example, the number of shares subject to an Award, the exercise
price, and vesting schedule), to interpret the provisions of the 2007 Equity Plan and outstanding Awards, to amend outstanding Awards
(including the authority to accelerate vesting), to extend an option s post-termination exercise period (but not beyond the original option term), to
adopt procedures and subplans as are necessary or appropriate to permit participation in the 2007 Equity Plan by employees and directors who

are foreign nationals or employed outside the United States and to adopt, interpret, amend or revoke rules for the administration, interpretation
and application of the 2007 Equity Plan.

The Plan Administrator may delegate any part of its authority and powers under the 2007 Equity Plan to one or more of the Company s directors
and/or officers, but only the Plan Administrator itself can make Awards to participants who are the Company s executive officers. References to
the Plan Administrator in this proposal include the Plan Administrator and any directors or officers to whom the Plan Administrator properly
delegates authority.

Authorized Shares

The aggregate number of shares of the Company s common stock that currently may be issued pursuant to Awards under the 2007 Equity Plan is
71,661,082 shares. If shareholders approve the proposed amendment, this limit would be increased to 111,661,082 shares. As of February 1,
2010, no shares remained available for additional award grant purposes under the 2007 Equity Plan (after giving effect to the December 2009
performance-based awards referred to above).
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In the event that any dividend or other distribution (whether in the form of cash, the Company s common stock, other securities, or other
property), recapitalization, stock split, reverse stock split, reorganization, merger, consolidation, split-up, spin-off, combination, repurchase, or
exchange of the Company s common stock or other securities, or other change in the Company s corporate structure affecting the Company s
common stock occurs such that an adjustment is determined by the Plan Administrator (in its sole discretion) to be appropriate in order to
prevent dilution or enlargement of the benefits or potential benefits intended to be made available under the 2007 Equity Plan, the Plan
Administrator shall, in such manner as it may deem equitable, (a) adjust the number and class of shares (or other securities) available for
issuance under the 2007 Equity Plan and the number, class, and price of shares (or other securities) subject to outstanding Awards or (b) make
provision for a cash payment or for the assumption, substitution or exchange of any or all outstanding Awards or the cash, securities or property
deliverable to the holder of any or all outstanding Awards, based upon the distribution or consideration payable to holders of the Company s
common stock upon or in respect of such event.

Eligibility to Receive Awards

The Plan Administrator selects the employees (including executive officers), consultants and directors who will be granted Awards under the
2007 Equity Plan. As of February 1, 2010, the Company had approximately 128 officers and employees, including all of the Company s named
executive officers who are still serving in that capacity as of February 1, 2010, and six non-employee directors who were eligible to receive
Awards under the 2007 Equity Plan. The actual number of individuals who will receive an Award under the 2007 Equity Plan cannot be
determined in advance because the Plan Administrator has the discretion to select the participants.

Stock Options

A stock option is the right to acquire shares of the Company s common stock at a fixed exercise price for a fixed period of time. Under the 2007
Equity Plan, the Plan Administrator may grant nonqualified stock options and/or incentive stock options. The Plan Administrator will determine
the number of shares covered by each option.

The exercise price of the shares subject to each option is set by the Plan Administrator but generally cannot be less than 100% of the fair market
value on the date of grant. In addition, the exercise price of an incentive stock option must be at least 110% of fair market value (on the grant
date) if the participant owns stock possessing more than 10% of the total combined voting power of all classes of the Company s stock and any of
the Company s subsidiaries. However, the Company may grant certain options with exercise prices equal to less than the fair market value of the
Company s common stock on the date of grant in connection with its acquisition of another company. The fair market value of the Company s
common stock is generally the last quoted sales price for the shares on The NASDAQ Capital Market on the applicable date.

Options vest and become exercisable at the times and on the terms established by the Plan Administrator at the time of grant. Options granted
under the 2007 Equity Plan expire at the times established by the Plan Administrator, but not later than 10 years after the grant date (such term is
limited to five years in the case of an incentive stock option granted to a participant who owns stock possessing more than 10% of the total
combined voting power of all classes of the Company s stock and any of the Company s subsidiaries). The Plan Administrator may determine the
effect of termination of employment or service on the rights and benefits under options and in doing so may make distinctions based upon the
cause of termination or other factors.

The exercise price of each option granted under the 2007 Equity Plan must be paid in full in cash or its equivalent at the time of exercise. The
Plan Administrator also may permit payment through the tender of shares that are already owned by the participant, or by any other form of
legally permissible consolidation which the Plan Administrator determines to be consistent with the purpose of the 2007 Equity Plan.
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Awards of stock appreciation rights may be granted in tandem with or in connection to all or any part of an option, either concurrently with the
grant of an option or at any time thereafter during the term of the option, or may be granted independently of options. The Plan Administrator
has complete discretion to determine the number of stock appreciation rights granted to any employee, consultant or director.

The Plan Administrator determines the terms of stock appreciation rights, except that the exercise price of a stock appreciation right that is
granted independently of an option may not be less than 100% of the fair market value of the shares on the date of grant and the exercise price of
a stock appreciation right that is granted in tandem with or in connection to an option may not be less than the exercise price of the related
option. In addition, the Plan Administrator may determine the effect of termination of employment or service on the rights and benefits under
stock appreciation rights and in doing so may make distinctions based upon the cause of termination or other factors.

A stock appreciation right granted in tandem with an option will entitle the participant to exercise the stock appreciation right by surrendering to
the Company a portion of the unexercised related option. The participant will receive in exchange from the Company an amount equal to the
excess of the fair market value of the shares on the date of exercise of the stock appreciation right covered by the surrendered portion of the
related option over the exercise price of the shares covered by the surrendered portion of the related option. When a stock appreciation right
granted in tandem with an option is exercised, the related option, to the extent surrendered, will cease to be exercisable. A stock appreciation
right granted in connection with an option will be exercisable until, and will expire no later than, the date on which the related option ceases to
be exercisable or expires. A stock appreciation right granted in connection with an option will automatically be deemed exercised after the
related option is exercised.

Stock appreciation rights may also be granted independently of options. Such a stock appreciation right will entitle the participant, upon
exercise, to receive from the Company an amount equal to the excess of the fair market value of the shares on the date of exercise over the
exercise price. A stock appreciation right granted without a related option will be exercisable, in whole or in part, at such time as the Plan
Administrator will specify in the stock appreciation right agreement. Stock appreciation rights granted under the 2007 Equity Plan expire at the
times established by the Plan Administrator, but not later than ten years after the date of grant.

The Company s obligation arising upon the exercise of a stock appreciation right may be paid in shares, in cash, or any combination thereof, as
the Plan Administrator may determine.

Restricted Stock and Restricted Stock Units

Awards of restricted stock are shares that vest in accordance with the terms and conditions established by the Plan Administrator. Restricted
stock units represent a promise to deliver shares of the Company s common stock, or an amount of cash or property equal to the underlying
shares, at a future date. The Plan Administrator will determine the number of shares subject to a restricted stock Award or restricted stock unit
Award granted to any employee, consultant or director, and the other terms of the Award (including the purchase price, if any, and transfer
restrictions).

In determining whether an Award of restricted stock or restricted stock units should be made, and/or the vesting schedule for any such Award,
the Plan Administrator may impose whatever conditions to vesting as it determines to be appropriate or determine that fully-vested shares should
be awarded. For example, the Plan Administrator may determine to grant an Award of restricted stock or restricted stock units that will vest only
if the participant continues employment and certain performance goals established by the Plan Administrator are satisfied.
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Cash Awards

Cash awards may be granted either alone, in addition to, or in tandem with other Awards granted under the 2007 Equity Plan. After the Plan
Administrator determines that it will offer a cash award, it shall advise the participant, by means of an award agreement, of the terms, conditions
and restrictions related to the cash award. The grant or vesting of a cash award may be made contingent on the achievement of performance
goals established by the Plan Administrator. The maximum amount payable pursuant to a cash award granted under the 2007 Equity Plan for any
fiscal year to any participant that is intended to satisfy the requirements for performance-based compensation under Section 162(m) of the
Internal Revenue Code may not exceed $650,000. Nothing in the 2007 Equity Plan prevents the Company from granting cash awards outside of
the 2007 Equity Plan in any amount to any employee or other service provider.

Deferred Payments

The 2007 Equity Plan authorizes the Plan Administrator to permit the deferred payment of Awards in accordance with and subject to such rules
and procedures determined by the Plan Administrator in its sole discretion.

Performance Goals

Awards under the 2007 Equity Plan may be made subject to performance conditions as well as time-vesting conditions. Awards that are intended
to qualify as performance-based compensation under Section 162(m) of the Internal Revenue Code may include performance conditions that are
established and administered in accordance with the requirements of Section 162(m) of the Internal Revenue Code and based on an objective
formula or standard utilizing one or more of the following factors and any objectively verifiable adjustment(s) thereto permitted and
pre-established by the Plan Administrator in accordance with Section 162(m) of the Internal Revenue Code: (a) annual revenue, (b) cash
position, (c) earnings per share, (d) individual objectives, (e) net income, (f) operating cash flow, (g) operating income, (h) return on assets,

(i) return on equity, (j) return on sales and (k) total shareholder return. Performance goals may differ from participant to participant and from
Award to Award.

Change of Control

In the event of a change of control of the Company, the Plan Administrator may provide for the successor corporation to either assume or
provide a substitute award for each outstanding stock option and stock appreciation right. In the event the successor corporation refuses to
assume or provide a substitute award, the Plan Administrator will provide at least 15 days notice that the options or stock appreciation rights
under the 2007 Equity Plan will immediately vest and become exercisable as to all of the shares subject to such Award and that such Award will
terminate upon the expiration of such notice period. If the successor corporation assumes or provides a replacement Award and the participant is
terminated by the successor corporation for reasons other than misconduct during the 12-month period following the change of control, then
such participant s options and stock appreciation rights will immediately vest and become exercisable as to all of the shares subject to such
Award.

Additionally, in the event of a change of control of the Company, the Plan Administrator may provide for any vesting conditions or Company
repurchase or reacquisition rights with respect to restricted stock and restricted stock units to be assigned to the successor corporation. In the
event the successor corporation refuses to assume any such vesting conditions or repurchase or reacquisition rights, such vesting conditions or
repurchase or reacquisition rights will lapse and the participant will be fully vested in such shares of restricted stock or restricted stock units. If
the vesting conditions or repurchase or reacquisition rights are assigned to the successor corporation and the participant is terminated by the
successor corporation for reasons other than misconduct during the 12-month period following such change of control, then any vesting
conditions or repurchase or reacquisition rights will lapse with respect to such participant s restricted stock and restricted stock units (or the
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property for which the restricted stock and restricted stock units were converted upon the change of control) and the participant will be fully
vested in such restricted stock and restricted stock units (or the property for which the restricted stock and restricted stock units were converted
upon the change of control). The Plan Administrator may also provide in the Award agreement or other agreements that one or more Awards
will be subject to different vesting rules than those described above in connection with a change of control of the Company.

The Plan Administrator may provide for cash awards to be assumed or an equivalent cash award substituted by the successor corporation in the
event of a change of control. In the event that the successor corporation refuses to assume or substitute for the cash award, the participant will
become fully vested in the cash award. If the cash award is assumed or substituted for and within 12 months following the change of control the
participant is terminated by the successor corporation for reasons other than misconduct, the participant will become fully vested in the cash
award.

Limited Transferability of Awards

Awards granted under the 2007 Equity Plan generally may not be sold, transferred, pledged, assigned, or otherwise alienated or hypothecated,
other than by will or by the applicable laws of descent and distribution. However, participants may, in a manner specified by the Plan
Administrator, transfer nonqualified stock options (a) pursuant to a court-approved domestic relations order relating to child support, alimony
payments or marital property rights and (b) by bona fide gift to (1) a member of the participant s immediate family; (2) a trust or other entity for
the sole benefit of the participant and/or his or her immediate family; (3) a partnership, limited liability company or other entity whose members
are the participant and/or his or her immediate family; or (4) certain limited tax-qualified charities.

Amendment and Termination of the 2007 Equity Plan

The Board generally may amend, suspend or terminate the 2007 Equity Plan at any time and for any reason (subject to shareholder consent as
may be required by applicable law). However, no amendment or termination of the 2007 Equity Plan may alter or impair the rights of a
participant with respect to an outstanding Award without his or her consent; provided that such consent shall not be required if the Board
determines, in its sole and absolute discretion, that the amendment, suspension or termination (a) is required or advisable in order for the
Company, the 2007 Equity Plan or the Award to satisfy applicable law, to meet the requirements of any accounting standard or to avoid any
adverse accounting treatment, or (b) in connection with any change of control event, is in the best interests of the Company or its shareholders.
In addition, the Board may not, without shareholder consent, reduce the exercise price of any outstanding option or cancel and re-grant options
at a lower exercise price.

Unless terminated by the Board, the 2007 Equity Plan does not have a term. However, no incentive stock option may be granted under the 2007
Equity Plan after ten years from the latest date the Company s shareholders approve the 2007 Equity Plan, including any subsequent amendment
or restatement of the 2007 Equity Plan approved by the Company s shareholders. Outstanding Awards generally will continue following the
expiration or termination of the 2007 Equity Plan until they expire pursuant to the terms of such Awards. If the Company s shareholders approve
the amendment to the 2007 Equity Plan, the Company will be able to grant incentive stock options under the terms of the 2007 Equity Plan for
ten years from the date of such approval.

Federal Income Tax Consequences

The following is a brief summary of the general federal income tax consequences to U.S. taxpayers and the Company with respect to the grant,
vesting and exercise of Awards granted under the 2007 Equity Plan. This summary does not purport to be complete and does not discuss the tax
consequences of a participant s death, the tax consequences of an Award that is subject to but does not satisfy the deferred compensation rules of
Section 409A of the Internal Revenue Code, or the tax laws of any locality, state or foreign country in which the participant may reside. Tax
consequences for any particular individual may be different.
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Nongqualified Stock Options

No taxable income is recognized when a nonqualified stock option is granted to a participant. Upon exercise of a nonqualified stock option with
respect to vested shares, the participant will recognize ordinary income in an amount equal to the excess of the fair market value (on the exercise
date) of the shares purchased over the exercise price of the option. Any taxable income recognized in connection with exercise of a nonqualified
stock option would be added to the tax basis of the shares and, with respect to an employee, is subject to tax withholding by the Company. Any
additional gain or loss recognized upon any later disposition of the shares would be either long-term or short-term capital gain or loss, depending
on how long the stock was held.

Incentive Stock Options

No taxable income is recognized when an incentive stock option is granted or exercised although the excess (if any) of the fair market value of
the shares at exercise over the exercise price is treated as an item of income for alternative minimum tax purposes and may subject the
participant to alternative minimum tax. Alternative minimum tax is an alternative method of calculating the income tax that must be paid each
year, which includes certain additional items of income and tax preferences and disallows or limits certain deductions otherwise allowable for
regular tax purposes. Alternative minimum tax is payable only to the extent that the alternative minimum tax exceeds ordinary federal income
tax for the year (computed without regard to certain credits and special taxes).

If the participant exercises the option and then later sells or otherwise disposes of the shares more than two years after the grant date and more
than one year after the exercise date, the difference between the sale price and the exercise price will be taxed as long-term capital gain or loss. If
the participant exercises the option and then later sells or otherwise disposes of the shares before the end of the two- or one-year holding periods
described above, (a) if the sale price exceeds the exercise price, he or she generally will have ordinary income at the time of the sale equal to the
fair market value of the shares on the exercise date (or the sale price, if less) minus the exercise price of the option, and the excess (if any)
between the sales price and the fair market value of the shares on the exercise date will be taxed as capital gain or (b) if the sale price is less than
the exercise price, the participant will recognize a capital loss equal to the difference between the exercise price and the sale price.

In the case of both nonqualified stock options and incentive stock options, special federal income tax rules apply if the Company s common stock
is used to pay all or part of the option exercise price, and different rules than those described above will apply if unvested shares are purchased
on exercise of the option.

Stock Appreciation Rights

No taxable income is recognized when a stock appreciation right is granted to a participant. Upon exercise of a stock appreciation right, the
participant will recognize ordinary income in an amount equal to the amount of cash received and the fair market value of any shares received as
of the payment date. Any additional gain or loss recognized upon any later disposition of the shares would be either long-term or short-term
capital gain or loss, depending on how long the stock was held.

Restricted Stock and Restricted Stock Units

No taxable income is generally recognized when restricted stock or restricted stock units are granted to a participant if the shares are subject to
vesting requirements. Upon vesting (or at grant as to any shares that are vested at grant), the participant will generally recognize income in an
amount equal to the excess of the fair market value of the shares over any amount the participant paid for the shares. A participant who receives
unvested shares of stock under a stock Award may make an election at the time of transfer of the shares to recognize income based upon the fair
market value of the stock on the date of transfer. Any additional gain or loss recognized upon any later disposition of the shares would be either
long-term or short-term capital gain or loss, depending on how long the stock was held.
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The ordinary income on an Award of restricted stock or restricted stock units recognized by an employee will be subject to tax withholding by
the Company.

Cash Awards

Upon receipt of cash, the recipient will have taxable ordinary income, in the year of receipt, equal to the cash received. Any cash received by an
employee will be subject to tax withholding by the Company.

Tax Effect for the Company

The Company generally will be entitled to a tax deduction in connection with an Award under the 2007 Equity Plan in an amount equal to the
ordinary income realized by a participant at the time the participant recognizes such income (for example, upon the exercise of a nonqualified

stock option). Special rules limit the deductibility of compensation paid to the chief executive officer and to certain of the Company s other
executive officers. If compensation attributable to Awards to such individuals is not performance-based within the meaning of Section 162(m) of
the Internal Revenue Code, the Company may not be permitted to deduct compensation paid to such individuals to the extent that aggregate
non-performance-based compensation exceeds $1,000,000 per individual in any tax year. Furthermore, if an Award is accelerated under the

2007 Equity Plan in connection with a change in control (as this term is used under the Internal Revenue Code), the Company may not be
permitted to deduct the portion of the compensation attributable to the acceleration ( parachute payments ) if it exceeds certain threshold limits
under the Internal Revenue Code (and certain related excise taxes may be triggered).

Accounting Treatment

The Company will recognize compensation expense in connection with Awards granted under the 2007 Equity Plan as required under applicable
accounting standards. The Company currently amortizes compensation expense associated with equity Awards over an Award s requisite service
period and establishes the fair value of equity Awards in accordance with applicable accounting standards.

New Plan Benefits

The Company has not approved any Awards that are conditioned upon shareholder approval of the proposed amendment to the 2007 Equity

Plan. The Company is not currently considering any other specific Award grants under the 2007 Equity Plan. If the proposed amendment to the

2007 Equity Plan had been in effect in fiscal 2009, the Company expects that its Award grants for fiscal 2009 would not have been substantially

different from those actually made in that year under the 2007 Equity Plan. The number of Awards that non-employee directors may receive

under the 2007 Equity Plan is set forth in the Company s Revised Director Compensation Policy, which is described in the section entitled
Non-Employee Director Compensation below.

In December 2009, the Compensation Committee approved Awards of restricted stock units under the 2007 Equity Plan to eligible employees
and directors of the Company. (The Company refers to these Awards as the December 2009 Performance Awards. ) As described in the
Compensation Discussion and Analysis portion of this proxy statement under the heading Equity Awards Approved in Fiscal 2009 on page 23
below, the December 2009 Performance Awards will be payable in shares of the Company s common stock if certain performance goals are
achieved on or before December 31, 2011, with the number of shares payable upon achievement of the related performance goal to be
determined by multiplying the payout percentage that has been assigned by the Compensation Committee to that goal for purposes of the
participant s award by the number of shares of the Company s common stock issued and outstanding at the time the Compensation Committee
certifies that the particular goal has been achieved. The payout percentages for the December 2009 Performance Awards granted to the named
executive officers are identified in the Compensation Discussion and Analysis, and the number of shares that would have been issued to each of
these executives had the December 2009
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Performance Awards been payable at the time of grant (based on the Company s total issued and outstanding shares on the grant date) are set
forth in the Grants of Plan-Based Awards Table on page 32 below.

At the time the December 2009 Performance Awards were granted and after reserving the number of shares subject to Awards then outstanding
under the 2007 Equity Plan, a total of 39,323,627 shares were available for Award grant purposes under the 2007 Equity Plan. If each of the
December 2009 Performance Awards had been payable in full on the grant date, a total of 70,372,611 shares would have been issuable in
payment of these Awards, and accordingly, if the proposed amendment to the 2007 Equity Plan had then been in effect, a portion of the shares
requested pursuant to the proposed amendment would have been used to make payment of such Awards had the conditions for payment of such
Awards been met. If, at the time payment is otherwise due with respect to the December 2009 Performance Awards, there are not sufficient
shares available under the 2007 Equity Plan (after reserving sufficient shares to cover the other Awards then outstanding under the 2007 Equity
Plan), the number of shares payable with respect to the December 2009 Performance Awards will be proportionately reduced such that the share
limits of the 2007 Equity Plan will not be exceeded.

The following table sets forth for each of the groups identified below the aggregate percentage of the Company s then-outstanding shares that
would be payable under the December 2009 Performance Awards, subject in each case to satisfaction of the performance and other conditions
applicable to the Award:

Aggregate Payout

Percentages for December
Name and Position 2009 Performance Awards
Executive Group
James A. Bianco, M.D. 3.45%
Chief Executive Officer
Louis A. Bianco 1.40%
Executive Vice President, Finance and Administration
Daniel G. Eramian 1.035%
Executive Vice President, Corporate Communications
Craig W. Philips 2.07%
President
Jack W. Singer, M.D. 1.40%
Executive Vice President, Chief Medical Officer
Total for Executive Group (5 persons) 9.355%
Non-Executive Director Group (6 persons) 2.6335%
Non-Executive Officer Employee Group 0%

As of February 1, 2010, the closing price of the Company s common stock on The NASDAQ Capital Market was $1.12 per share.
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Aggregate Past Grants Under the 2007 Equity Plan

As of February 1, 2010, Awards covering 36,821,271 shares of the Company s common stock had been granted under the 2007 Equity Plan.
(This number of shares includes shares subject to Awards that expired or terminated without having been exercised and paid and became
available for new Award grants under the 2007 Equity Plan but does not include any shares attributable to the December 2009 Performance
Awards). The following table shows information regarding the distribution of those Awards among the persons and groups identified below,
option exercises and restricted stock vesting prior to and option and unvested restricted stock holdings as of that date.

STOCK OPTIONS RESTRICTED STOCK/UNITS(1)
Number of Shares Number of
Number of Underlying Options as of Number of Number of  Shares/Units
Shares February 1, 2010 Shares/ Shares/ Outstanding
Subjectto  Number of Units Units and Unvested
Past Shares Subject to  Vested as of as of
Option Acquired Past February 1, February 1,
Name and Position Grants On Exercise Exercisable Unexercisable Awards 2010 2010
Named Executive Officers:
James A. Bianco, M.D. 25,375 25,375 8,178,737 6,195,412 1,955,038
Chief Executive Officer
Louis A. Bianco 14,336 14,336 3,023,761 2,427,902 587,311
Executive Vice President, Finance and
Administration
Daniel G. Eramian 8,225 8,225 2,479,346 1,886,995 587,311
Executive Vice President, Corporate
Communications
Craig W. Philips 15,000 5,000 10,000 4,876,830 3,701,542 1,175,288
President
Jack W. Singer, M.D. 14,725 14,725 3,023,761 2,427,902 587,311
Executive Vice President, Chief Medical
Officer
Total for All Current Executive Officers
as a Group (5 persons): 77,661 67,661 10,000 21,582,435 16,639,753 4,892,259
Non-Executive Directors:
John H. Bauer 35,400 5,400 30,000 893,148 873,148 20,000
Vartan Gregorian, Ph.D. 36,025 6,025 30,000 893,148 873,148 20,000
Richard L. Love 35,400 5,100 30,300 878,322 858,222 20,100
Mary O. Mundinger, Dr. PH 36,125 6,125 30,000 878,148 858,148 20,000
Phillip M. Nudelman, Ph.D. 36,350 6,350 30,000 1,316,559 1,296,559 20,000
Frederick W. Telling, Ph.D. 35,100 5,100 30,000 893,085 873,085 20,000
Total for All Current Non-Executive
Directors as a Group (6 persons): 214,400 34,100 180,300 5,752,410 5,632,310 120,100
Each other person who has received 5%
or more of the options, warrants or rights
under the 2007 Equity Plan
All employees, including all current
officers who are not executive officers or
directors, as a group 476,706 750 70,354 235,118 8,717,659 1,233,741 7,152,248
Total 768,767 750 172,115 425418 36,052,504 23,505,804 12,164,607
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(1)  This table does not reflect the December 2009 Performance Awards granted to the named executive officers and other eligible persons

under the 2007 Equity Plan. For detail regarding these Awards, please refer to the information provided under and referred to in the New

Plan Benefits section above.
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Equity Compensation Plan Information

The following table gives information about the Company s common stock that may be issued upon the exercise of options, warrants and rights
under all of the Company s existing compensation plans as of December 31, 2009, including the 2007 Equity Plan, 1994 Equity Incentive Plan
and the ESPP.

(b) Weighted
(a) Number of Average Exercise (¢) Number of
. Price of Securities Remaining
Securities to be . Outstanding Available for Future
Issued Upon E)fermse Options, Issuance Under Equity
of Qutstanding Warrants, Compensation Plans
Options, Warrants and (Excluding Securities
Plan Category and Rights Rights Reflected in Column (a))
Plans Approved by Shareholders(1) 622,250(2) $ 80.17 1,474,591
Plan Not Approved by Shareholders $
Totals 622,250 $ 80.17 1,474,591

(1) Al of the shares reported in Column (c) were available for issuance under the ESPP. As described above, the Compensation Committee
approved the December 2009 Performance Awards under the 2007 Equity Plan that would be payable in shares of the Company s common
stock upon satisfaction of the performance and other requirements imposed on the award. Columns (a) and (b) of this table are presented
without giving effect to the December 2009 Performance Awards as the number of shares that would be issuable in payment of these
awards depends on the Company s total issued and outstanding shares at the time of payment and was therefore not determinable as of
December 31, 2009. Column (c) is presented after giving effect to the December 2009 Performance Awards (assuming the performance
goals applicable to these awards were achieved). As of December 31, 2009, 36,078,425 shares of the Company s common stock were
available for award grant purposes under the 2007 Equity Plan (before giving effect to the December 2009 Performance Awards) and all of
these shares would have been used to pay the December 2009 Performance Awards if the performance goals applicable to these awards
had been achieved. If the December 2009 Performance Awards become payable and sufficient shares are not available under the 2007
Equity Plan (after reserving sufficient shares to cover the other awards then outstanding under the 2007 Equity Plan), the number of shares
payable with respect to the December 2009 Performance Awards will be proportionately reduced such that the share limits of the 2007
Equity Plan will not be exceeded. This table does not reflect the 40,000,000 additional shares that will be available under the 2007 Equity
Plan if shareholders approve this 2007 Equity Plan proposal.

(2) Of these shares, 582,496 were subject to options then outstanding under the 2007 Equity Plan, and 39,754 were subject to options then
outstanding under the 1994 Equity Incentive Plan. The Company s authority to grant new awards under the 1994 Equity Incentive Plan has
terminated.
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

The Compensation Committee oversees the Board responsibilities relating to the compensation of the Company s chief executive officer and all
other executive officers of the Company with a title of executive vice president and above or who otherwise report directly to the chief executive
officer. (These individuals are listed in the Summary Compensation Table below and referred to herein as the Company s named executive
officers ). In discharging this responsibility, the Compensation Committee evaluates and approves the Company s compensation plans, policies
and programs as they affect the named executive officers.

This discussion describes and analyzes the compensation program for the named executive officers. First, it covers the Company s compensation
objectives and philosophy, the cornerstone of which is pay for performance. Next, it reviews the process the Compensation Committee follows

in deciding how to compensate the named executive officers and provides a brief overview of the principal components of the Company s
compensation program, including a detailed discussion and analysis of the Compensation Committee s specific decisions about the compensation
of the Company s named executive officers for fiscal 2009.

Compensation Objectives and Philosophy

The Company believes that compensation of its executive officers should encourage creation of shareholder value and achievement of strategic
corporate objectives. The Company attempts to align the interests of its shareholders and management by integrating compensation with the
Company s short-term and long-term corporate strategic and financial objectives. In order to attract and retain the most qualified personnel, the
Company intends to offer a total compensation package competitive with companies in the pharmaceutical industries, taking into account

relative company size, performance and geographic location as well as individual responsibilities and performance. However, the Company
believes that it is important to provide executives with performance-based incentives that are tied to key corporate goals critical to the Company s
long-term success and viability.

The elements of compensation for the named executive officers include base salaries, annual cash incentives, long-term equity incentives, and
perquisites, as well as severance benefits in connection with certain terminations of employment and additional benefits which are available to
most other employees, including a 401(k) plan, employee stock purchase plan, health and welfare programs, and life insurance. In general, base
salaries, perquisites and other benefit programs, and severance and other termination benefits are primarily intended to attract and retain highly
qualified executives as they provide predictable compensation levels that reward executives for their continued service. Annual cash incentives

are primarily intended to motivate executives to achieve specific strategies and operating objectives, while long-term equity incentives are
primarily intended to align executives long-term interests with those of the Company s shareholders. Executives have substantial portions of their
compensation at risk for annual and long-term performance, with the largest portion at risk for the most senior executives.

In light of the general current economic climate, the Company s compensation philosophy and objectives for fiscal 2009 continued to focus
heavily (through the grant of the long-term equity incentives described below) on retention of the Company s senior management team through
this challenging time while further linking management s potential rewards with shareholder value.

Compensation Process

As part of its process for determining the compensation for the named executive officers, the Compensation Committee considers competitive
market data. As authorized by its charter, the Compensation Committee has engaged Milliman, Inc. ( Milliman ), an independent executive
compensation consultant, to review the Company s compensation plans, policies and programs that affect executive officers and to provide
advice and

19

Table of Contents 31



Edgar Filing: CELL THERAPEUTICS INC - Form PRE 14A

Table of Conten

recommendations on competitive market practices and specific compensation decisions. Milliman has worked directly with the Compensation
Committee to assist the Compensation Committee in satisfying its responsibilities and will undertake no projects for management except at the
request of the Compensation Committee chair and in the capacity of the Compensation Committee s agent. To date, Milliman has not undertaken
any projects for management or provided any services to the Company other than its services to the Compensation Committee.

In order to assess competitive market data for executive compensation, the Compensation Committee works with its compensation consultant to
develop a peer group of companies with which the Company competes for executive talent (which may or may not be the same organizations
that the company competes with directly on a business level). In early 2009, Milliman assisted the Compensation Committee in reviewing the
peer group identified for 2008, focusing most closely on industry type and organization size/complexity, with the best indicators of organization
size in the Company s industry being number of employees and enterprise value, although each company s revenue and net income were also
considered. Following this process, the Compensation Committee selected the following peer group for fiscal 2009 compensation decisions, all
of which are biotechnology organizations with an oncology focus and at a stage of company development that is comparable to the Company in
the current or near-term stage: Arena Pharmaceuticals, Inc., Ariad Pharmaceuticals, Inc., Array BioPharma, Inc., Cougar Biotechnology, Inc.,
Dendreon Corp., IDM Pharma, Inc., Intermune, Inc., Medviation, Inc., Progenics Pharmaceuticals Inc., Rigel Pharmaceutical, Inc., Seattle
Genetics, Inc., Spectrum Pharmaceuticals, Inc. and ZymoGenetics, Inc.

Once the peer group is established, the Compensation Committee then reviews the base salaries, annual cash-incentive compensation, long-term
equity incentive compensation and total compensation for the Company s executive officers as compared to the compensation paid by the
companies within the Company s peer group, comparing each executive officer to their counterparts in similar positions with the peer group
companies. However, the Compensation Committee does not base its decisions on targeting compensation levels to specific benchmarks against
the peer group. Instead, the Compensation Committee refers to the peer group compensation data as background information regarding
competitive pay levels and also considers the other factors identified below in making its decisions.

In addition to consideration of the peer group data, the Compensation Committee also considers the value of each item of compensation, both
separately and in the aggregate, in light of Company performance, each executive officer s position within the Company, the executive officer s
performance history and potential for future advancement, and, with respect to long-term equity incentive compensation, the value of existing
vested and unvested outstanding equity awards. The Compensation Committee also considers the recommendations of the Company s chief
executive officer with respect to the compensation for each executive other than himself. In setting compensation, the Compensation Committee
also considers, among other factors, the possible tax consequences to the Company and its executive officers, the accounting consequences and
the impact on shareholder dilution. The relative weight given to each of these factors varies among individual executives at the Compensation
Committee s discretion and none of these factors by itself will compel a particular compensation decision.

Principal Elements of Compensation

The principal elements of compensation for the Company s executive officers are composed of base salary, annual cash incentive compensation,
and long-term equity incentive compensation. The Company also provides other compensation, including certain perquisites and other benefits.
The Compensation Committee generally reviews, considers and approves each element of compensation, as well as all combined elements of
compensation.
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Base Salaries. Base salaries, including merit-based salary increases, for the named executive officers are established based on the scope of their
respective responsibilities, competitive market salaries and general levels of market increases in salaries, individual performance, achievement
of the Company s corporate and strategic goals and changes in job duties and responsibilities.

In January 2009, the Compensation Committee reviewed the base salaries of the named executive officers and determined that they are generally
competitive with the market when compared to the Company s peer group despite the fact that the Company has not raised the base salaries of
most of its executive officers in recent years. Given this continued competitiveness of the Company s base salaries combined with its current
business situation and the current economic climate, and consistent with the Company s philosophy of providing reduced or flat levels of cash
compensation while increasing equity awards during this challenging time, the Compensation Committee again determined that base salaries
should not be raised in 2009. As a result, the named executive officers base salaries for fiscal 2009 were as follows: Dr. Bianco $650,000
(unchanged since established in 2005); Mr. Philips $402,000 (unchanged since established in his employment agreement effective August 1,
2008), Mr. Bianco $330,000 (unchanged since established in 2005), Dr. Singer $340,000 (unchanged since established in 2005), and

Mr. Eramian $315,000 (unchanged since established in 2007).

Annual Cash Incentive Compensation. Annual cash incentives for the Company s executive officers are designed to reward performance for
achieving key corporate goals, which the Company believes in turn should increase shareholder value. In general, the annual incentive awards
for executive officers are determined based on achievement of specific performance goals established at the beginning of the fiscal year and an
evaluation by the Compensation Committee of the contributions made by individual executives to the Company during the course of the year,
including both realization of performance goals and other notable achievements which may not have been contemplated at the time the original
performance goals were established.

In March 2009, the Compensation Committee established the 2009 cash incentive program for the Company s named executive officers,
including target and maximum bonus opportunities for each executive as well as performance goals that would need to be achieved in order for
the executive to receive such bonuses. Both target and maximum bonus opportunities under the program are determined by reference to a
percentage of the executive officer s base salary. For fiscal 2009 performance, the target bonus opportunities are 50% for Dr. Bianco, 40% for
Mr. Philips, and 30% of each of Mr. Bianco, Dr. Singer and Mr. Eramian, and the maximum bonus opportunities are 125% for Dr. Bianco,

100% for Mr. Philips, and 75% for each of Mr. Bianco, Dr. Singer and Mr. Eramian. These target and maximum bonus levels were determined
by the Compensation Committee, after consulting with Milliman, to be appropriate based on its subjective assessment of the executive s position
and ability to directly impact and responsibility for the Company s performance, and its subjective assessment of general compensation practices
in place at companies in the Company peer group identified above. Bonuses under the 2009 cash incentive program will be paid out in March
2010 only if the executive officer is employed by the Company on the payment date.

There are three core elements to the 2009 cash incentive program, which together comprise each executive s cash incentive opportunity: financial
performance, drug development and individual performance. As indicated in the table below, a portion of each executive s bonus opportunity was
allocated to each of these elements, with the percentage of the total bonus opportunity allocated to a particular element based on the executive s
position and ability to affect the outcome for that particular goal. With the exception of the individual performance element, each element is
composed of sub-elements as identified below. As indicated in the table below, the individual performance element constitutes little or none of
each executive s target bonus. Any bonus awarded under this element will be determined by in the sole discretion of the Compensation
Committee based on its subjective assessment of the executive s performance during the fiscal year and any other factors it deems appropriate.
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For the financial performance element, performance for fiscal 2009 is measured based on the Company s operating capital raised and the
percentage of the Company s then-outstanding notes due in 2010-2011 that were tendered in the Company s publicly-registered tender offers for
those notes (the Company Debt Measure ) compared with goals established by the Compensation Committee. The executive would be entitled to
receive the target bonus for the operating capital sub-element if the Company s operating capital raised for fiscal 2009 is $50 million. The
executive would be entitled to receive the maximum bonus if the Company s operating capital for fiscal 2009 is $100 million (or if the Company s
operating capital for fiscal 2009 is $75 million and more than 35% of the capital is raised through means other than selling or committing stock).
For the Company Debt Measure, the executive would be entitled to receive the target bonus for this sub-element if the Company Debt Measure

for fiscal 2009 is 50%, with the maximum bonus for this sub-element being payable if the Company Debt Measure for fiscal 2009 is 75%.

For the drug development element, the performance goals established by the Compensation Committee for fiscal 2009 related to pixantrone. The
executive would be entitled to payment of his target bonus for this element if, during fiscal 2009, the Company entered into a pixantrone license
agreement and completed its new drug application ( NDA ) submission for pixantrone (with a portion of the target bonus being payable if only
one of these goals was achieved). The executive would be entitled to payment of an additional bonus for this element if the Company received
approval from the U.S. Food and Drug Administration (the FDA ) of pixantrone during fiscal 2009 (so that the executive would receive his
maximum bonus for this element only if all three of these sub-elements were achieved).

The following table presents the relative weightings between sub-elements of each executive s target and maximum cash incentive opportunity
for fiscal 2009 (with the incentive opportunity for each sub-element being expressed as a percentage of the executive s base salary). The relative
weightings are intended as guidelines, with the Compensation Committee having final authority to determine weightings and the appropriate
final bonus amounts.

Individual
Financial Drug Development Performance
Operating Capital Company Debt Pix Pix Pix
License NDA FDA
Name Target Maximum Target Maximum Agreement Submission Approval Target Maximum
James A. Bianco,
M.D. 15% 45% 5% 10% 10% 15% 25% 5% 20%
Craig W. Philips 10% 35% 5% 10% 10% 5% 30% 5% 10%
Louis A. Bianco 18% 35% 2% 5% 5% 5% 10% 0% 15%
Jack W. Singer,
M.D. 2.5% 10% 5% 10% 10% 10% 25% 0% 5%
Daniel G. Eramian 10% 25% 5% 5% 7.5% 7.5% 15% 0% 15%

At the time this proxy statement was filed with the SEC, the named executive officers incentives for fiscal 2009 under the cash incentive
program had not been determined. When these amounts have been determined, the Company will file a report with the SEC on Form 8-K in
accordance with SEC rules that provides the incentive amounts and a new total compensation figure for each of the named executive officers.

Long-Term Equity Incentive Compensation. As discussed above, in light of the business environment and existing challenges facing it, the
Compensation Committee has generally been reducing or keeping unchanged annual cash compensation while increasing equity compensation.
In implementing this part of the compensation policy, the Compensation Committee is cognizant of the key compensation goals for the
Company, including (i) recognizing that the next one to three years will be extremely critical to the Company s future and shareholder value,

(ii) taking into consideration present and projected trials, (iii) considering pipeline products and their status, (iv) the need for a retention plan for
critical executives and for the chief executive officer, and (v) supplying a mechanism for motivating the chief executive officer and the executive
team during the upcoming critical time period.
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The Compensation Committee awards long-term equity incentive compensation to the Company s executive officers to align their interests with
those of the Company s shareholders, to provide additional incentives to the Company s executive officers to improve the long-term performance
of the Company s common stock and to achieve the Company s corporate goals and strategic objectives and to retain the Company s executive
officers. While stock options have been granted in the past, the Company s current practice is primarily to grant long-term incentive awards to the
named executive officers in the form of shares of restricted stock or units payable in stock when certain performance goals have been achieved

in recognition of the achievement of these goals. In general, the restricted stock vests over a period of years following the date of grant and may

be subject to the achievement within a specified period of critical corporate goals and strategic objectives established by the Compensation
Committee. Thus, restricted shares are designed both to link executives interests with those of the Company s shareholders as the shares value is
based on the value of the Company s common stock and to provide a long-term retention incentive for the vesting period as they generally have
value regardless of stock price volatility.

In determining the size of the Company s long-term equity incentive awards, the Compensation Committee reviews competitive market data for
similar positions in the Company s peer companies, the executive officer s performance history and/or potential for future responsibility and
promotion, the chief executive officer s recommendations (with respect to executives other than himself) and the value of existing vested and
unvested outstanding equity awards. The relative weight given to each of these factors will vary from individual to individual at the
Compensation Committee s discretion and adjustments may be made as the Compensation Committee deems reasonable to attract candidates in
the competitive environment for highly qualified employees in which the Company operates.

Equity Awards Approved in Fiscal 2009. Of special concern to the Compensation Committee was the sharp decline in the trading prices for the
Company s common stock at the end of fiscal 2008 and continuing into fiscal 2009. The Compensation Committee believed that this decline
greatly diminished the value of the Company equity awards then held by the named executive officers and the retention and incentives values
those awards were intended to convey. The Compensation Committee, with input from the Board, also believed that it was imperative to retain
the Company s senior management team through this challenging time. In late 2008 and throughout early fiscal 2009 the Compensation
Committee, with input from the Board and in consultation with Milliman, considered potential equity award strategies to both retain and
incentivize the named executive officers, and the relative sizes of long-term equity incentives (as a percentage of the outstanding equity of the
company) that are frequently awarded by new businesses (or businesses in transition to new management teams) to their management teams as
this was believed to be an appropriate comparison to the Company given the sharp decline in the trading value of the Company s common stock.
The sizes (numbers of shares awarded) of all of the equity awards granted by the Company to the named executive officers in fiscal 2009, as
described more specifically below, were inherently subjective, determined by the Compensation Committee in its discretion, after consulting
with Milliman, and taking into account its general assessment of each executive s overall responsibilities and contributions, the other factors
noted under Long-Term Equity Incentive Compensation above, and its subjective assessment of the equity award grant practices referenced in
the preceding sentence.

The first step in the Compensation Committee s approach to the fiscal 2009 equity awards was the grant, in March 2009, of retention restricted
stock awards to each of the named executive officers. These grants are scheduled to vest over a two-year period, subject to the executive s
continued employment with the Company through the vesting date. The number of shares awarded to each of the executive officers pursuant to
his retention award is reflected in the Grants of Plan-Based Awards Table Fiscal 2009 on the line corresponding to the March 25, 2009 grant date
for these awards. The time-based vesting schedule (as opposed to a performance-based vesting schedule) for these grants was believed to be
appropriate to help ensure retention, but since the ultimate value of the awards is linked to stock price the grants also continue to link executives
interests with those of shareholders.
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The Compensation Committee determined that it was critical to focus management on the goal of restoring shareholder value and, as the second
step in the Compensation Committee s approach to the fiscal 2009 equity awards, it communicated to management that bonuses of fully-vested
stock would be considered if the Company achieved certain regulatory approvals or if the Company achieved certain values for its common
stock. The share appreciation goals were based on 500% and 1,000% increases in the value of a share of the Company s common stock over the
per-share closing price of a share of Company common stock of $0.14 on March 23, 2009. In June 2009, the 30-day moving average of the
Company s stock price reached $1.54, an increase of more than 1,000% over the March 23 level. Accordingly, on July 31, 2009 and again on
November 10, 2009 the Compensation Committee approved bonuses to the named executive officers in the form of fully vested shares of
Company common stock in connection with the attainment of these prices for the Company s stock. The numbers of shares awarded (on a pre-tax
basis) to each of the executive officers is reflected in the Grants of Plan-Based Awards Table Fiscal 2009 on the lines corresponding to these two
particular grant dates. The actual number of shares delivered to the executive officers on payment of these bonuses was reduced by the number

of shares (valued at their then current value) required to satisfy applicable tax withholding obligations. (The regulatory goals noted in this
paragraph are consistent with the goals that were ultimately formally adopted by the Compensation Committee in December 2009 and are
discussed below).

Finally, in December 2009, the Compensation Committee decided to grant restricted stock units that will be payable in fully vested shares of the
Company s common stock upon the achievement of a particular performance goal, subject to the goal s being achieved before December 31, 2011
and the individual s continued employment or service with the Company. (The Company refers to these awards as the December 2009
Performance Awards ). The Compensation Committee believed these awards at the grant levels identified below would provide an appropriate
level of incentive to executives to help achieve the performance goals noted below, to help maximize and restore shareholder value, and to help
provide enhanced retention incentives.

The performance goals under the December 2009 Performance Awards are as follows:

(a) OPAXIO marketing authorization application ( MAA ) approval ( OPAXIO MAA Approval );

(b) OPAXIO NDA approval ( OPAXIO NDA Approval );

(c) achievement by the Company of fiscal year sales equal to or greater than $50,000,000 (the $50M Sales Goal );

(d) achievement by the Company of fiscal year sales equal to or greater than $100,000,000 (the $100M Sales Goal );

(e) pixantrone NDA Approval ( Pix NDA Approval );

(f) achievement by the Company of break-even cash flow in the fourth quarter of Fiscal Year 2010 (the Fiscal 2010 4th Quarter Break
Even );

(g) achievement by the Company of earnings per share results in any fiscal year equal to or greater than $0.05 per share of Company
common stock (the EPS Goal ); and

(h) achievement of a price per share of Company common stock equal to $2.94 (the Share Appreciation Goal ).
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If one or more of the performance goals are timely achieved, an award recipient will be entitled to receive a number of shares of Company
common stock (subject to the applicable share limits of the Company s equity incentive plan) determined by multiplying (1) the award
percentage corresponding to that particular performance goal by (2) the total number of outstanding shares of Company common stock,
determined on a non-fully diluted basis, as of the date the Compensation Committee certifies that the particular performance goal has been
achieved. The award percentages corresponding to the various performance goals for each of the named executive officers are set forth in the
following table:

Performance Goals and Applicable Award Percentages

OPAXIO OPAXIO $50M $100M Fiscal 2010 Share
MAA NDA Sales Sales Pix NDA 4th Quarter EPS Appreciation

Name Approval Approval Goal Goal Approval Break Even Goal Goal
James A. Bianco, M.D. 0.15% 0.2% 0.3% 0.6% 0.45% 0.3% 0.7% 0.75%
Louis A. Bianco 0.061% 0.081% 0.122% 0.243% 0.182% 0.122% 0.284% 0.305%
Daniel G. Eramian 0.045% 0.06% 0.09% 0.18% 0.135% 0.09% 0.21% 0.225%
Craig W. Philips 0.09% 0.12% 0.18% 0.36% 0.27% 0.18% 0.42% 0.45%
Jack W. Singer, M.D. 0.061% 0.081% 0.122% 0.243% 0.182% 0.122% 0.284% 0.305%

A performance goal will not be considered achieved unless and until the date on which the Compensation Committee certifies that is has been
achieved. If a change in control of the Company occurs, and if the award recipient is then still employed by or is providing services to the
Company or one of its subsidiaries, the award recipient will be entitled to receive the full award percentage with respect to any performance goal
which was not otherwise achieved before the date of the change in control (as though that performance goal had been fully achieved as of the
time of the change in control), except that in the case of the Share Appreciation Goal, the vesting of the award will be determined based on the
Company s stock price at the time of the change in control.

On the lines corresponding to the December 15, 2009 date of grant of these awards, the Grants of Plan-Based Awards Table Fiscal 2009 reflects
the number of shares that would be issued to each named executive officer upon timely achievement of the related performance goal based on
the applicable payout percentage and the number of shares of the Company s common stock issued and outstanding on December 15, 2009. The
actual number of shares issued for each award may be different from the share number reported in the table depending on whether the
performance goal is achieved and, if achieved, the number of shares of the Company s common stock issued and outstanding at the time the
Compensation Committee certifies that the related performance goal has been achieved. The grant levels for the December 2009 Performance
Awards granted to each named executive officer were inherently subjective, determined by the Compensation Committee in its discretion taking
into account its general assessment of each executive s overall responsibilities and contributions and the other factors noted under Long-Term
Equity Incentive Compensation above.

Perquisites and Other Benefits. The named executive officers receive certain perquisites and other benefits provided by or paid for by the
Company. The named executive officers are also entitled to participate in the Company s benefit programs which are available to all Company
employees, including company-sponsored health, welfare, 401(k), and employee stock purchase plans, and certain of the Company s named
executive officers occasionally use a chartered aircraft for business related travel (such business purpose is approved in advance by the Chair of
the Board). When space was available, certain spouses or other family members accompanied the named executive officers on such trips. In
those cases, there was no additional cost to the Company of having additional passengers on such flights.

The Company provides these perquisites and other benefits as a means of providing additional compensation to its named executive officers and,
in some cases, to make certain benefits available in a convenient and efficient manner in light of the demands and time constraints imposed on
its executives. The Company reviews the perquisites and other benefits provided to its named executive officers periodically and, in light of the
general current economic environment, determined during fiscal 2009 that it would eliminate any tax gross-up benefits for its executives (except
for the tax gross-ups noted below in the context of a change in control of the Company).
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Post-Termination Protection and Payments

The Company has entered into severance agreements with each of the named executive officers. The Compensation Committee believes these
agreements are important in attracting and retaining key executive officers. Under these agreements, the executive would be entitled to
severance benefits in the event of a termination of the executive s employment by the Company without cause or by the executive for good
reason. The Company has determined that it is appropriate to provide each named executive officer with severance benefits under these
circumstances in light of his position with the Company and as part of his overall compensation package. The severance benefits for each named
executive officer are generally determined as if he continued to remain employed by the Company for 18 months following his actual
termination date (or two years in the case of Dr. Bianco). Because the Company believes that a termination by an executive for good reason (or
constructive termination) is conceptually the same as an actual termination by the Company without cause, the Company believes it is
appropriate to provide severance benefits following such a constructive termination of the executive s employment.

If a change in control of the Company occurs, outstanding equity awards, including awards held by the Company s named executive officers, will
generally become fully vested if they are not assumed by the successor entity. In addition, the severance agreements with each of the named
executive officers (other than Mr. Philips) provide for the executive to be reimbursed for the full amount of any excise taxes imposed on their
severance payments and any other payments under Section 4999 of the Internal Revenue Code. Each of the named executive officers (including
Mr. Philips) would also be entitled to reimbursement for any excise taxes imposed under Section 4999 upon vesting of the December 2009
Performance Awards granted to these executives as described above. The Company provides the named executive officers with a gross-up for
any parachute payment excise taxes that may be imposed because the Company determined the appropriate level of benefits for each named
executive officer without factoring in the adverse effects that may result from imposition of these excise taxes. The excise tax gross-up is

intended to make the named executive officer whole for any adverse tax consequences they may become subject to under Section 4999 of the
Internal Revenue Code, and to preserve the level of benefits that the Company has determined to be appropriate in these circumstances.

For more information regarding these severance arrangements, please see Potential Payments upon Termination or Change in Control below.
Tax Deductibility of Pay

Section 162(m) of the Internal Revenue Code places a limit of $1,000,000 on the amount of compensation that the Company may deduct in any
one year with respect to the Company s chief executive officer and certain other executive officers. There is an exception to the $1,000,000
limitation for performance-based compensation meeting certain requirements. In general, stock options granted under the Company s stock
incentive plans are intended to comply with the applicable requirements for this exemption, and the Compensation Committee generally
considers the limitations imposed by Section 162(m) among other factors in making its compensation decisions. However, the Compensation
Committee reserves the right to design programs that recognize a full range of performance criteria important to the Company s success, even
where the compensation paid under such programs may not be deductible. The Compensation Committee will continue to monitor the tax and
other consequences of the Company s executive compensation program as part of its primary objective of ensuring that compensation paid to the
Company s executive officers is reasonable, performance-based and consistent with the Company s goals and the goals of the Company s
shareholders.
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The Compensation Committee believes that the Company s compensation philosophy and programs are designed to foster a
performance-oriented culture that aligns employees interests with those of the Company s shareholders. The Compensation Committee believes
that the compensation of the Company s executives is both appropriate and responsive to the goal of improving shareholder value.

The following Compensation Committee Report and related disclosure shall not be deemed incorporated by reference by any general statement
incorporating this proxy statement into any filing under the Securities Act of 1933, as amended (the Securities Act ), or under the Exchange Act,
except to the extent that the Company specifically incorporates this information by reference, and shall not otherwise be deemed filed under the
Securities Act or the Exchange Act.

Compensation Committee Report

The Compensation Committee reviewed this Compensation Discussion and Analysis and discussed its contents with Company management.
Based on this review and discussions, the Compensation Committee has recommended to the Board that this Compensation Discussion and
Analysis be included in this proxy statement.

Respectfully submitted by the Compensation Committee:
Frederick W. Telling, Ph.D., Chair

Richard L. Love

Phillip M. Nudelman, Ph.D.

Compensation Committee Interlocks and Insider Participation

The directors listed at the end of the Compensation Committee Report above were each members of the Compensation Committee during all of
fiscal 2009. No director who served on the Compensation Committee during fiscal 2009 is or has been an executive officer of the Company or
had any relationships requiring disclosure by the Company under the SEC s rules requiring disclosure of certain relationships and related-party
transactions. None of the Company s executive officers served as a director or a member of a compensation committee (or other committee
serving an equivalent function) of any other entity, any executive officer of which served as a member of the Board or the Compensation
Committee during fiscal 2009.
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Summary Compensation Table Fiscal 2007-2009

The following table sets forth information concerning compensation for services rendered to the Company during fiscal years 2007, 2008 and
2009 by each of the named executive officers.

Change in
Pension Value
and
Nongqualified
Non-Equity Deferred.
Stock Option Incentive Plan Compensation All Other
Salary Bonus Awards Awards Compensation Earnings Compensation
Name and Principal Position Year $) $)@) $)©2)3) $)(2) $)(1) $) $)4) Total ($)
James A. Bianco, M.D. 2009 650,000 11,275,903 81,127 12,007,030
Chief Executive Officer 2008 650,000 362,793 57,000 216,645 219,718 1,506,156
2007 650,000 487,500 531,657 373,766 154,881 2,197,804
Louis A. Bianco 2009 330,000 4,512,112 13,249 4,855,361
Executive Vice President, 2008 330,000 99,000 28,500 66,000 16,472 539,972
Finance and Administration 2007 330,000 148,500 167,038 95,656 16,622 757,816
Daniel G. Eramian 2009 315,000 3,382,770 315 3,698,085
Executive Vice President, 2008 315,000 78,750 28,500 63,000 518 485,768
Corporate Communications 2007 315,000 141,750 151,805 86,147 3,091 697,793
Craig W. Philips 2009 402,000 6,765,543 14,775 7,182,318
President 2008 167,500 22,344 147,500 23,147 44,656 405,147
Jack W. Singer, M.D. 2009 340,000 4,512,112 40,490 4,892,602
Executive Vice President, 2008 340,000 85,000 28,500 68,000 46,748 568,248
Chief Medical Officer 2007 340,000 153,000 167,038 95,656 55,369 811,063

(1) As noted above, at the time this proxy statement was filed with the SEC, the named executive officers incentives for fiscal 2009 under the
cash incentive program had not been determined. When these amounts have been determined, the Company will file a report with the SEC
on Form 8-K in accordance with SEC rules that provides the incentive amounts and a new total compensation figure for each of the named
executive officers. Please see the Compensation Discussion and Analysis above for a description of the cash incentive program for the
named executive officers for fiscal 2009. The target and maximum amounts for each named executive officer s fiscal 2009 incentive
opportunity are reported in the Grants of Plan-Based Awards table below.

(2) In accordance with recent changes in the SEC s disclosure rules, the amounts reported in the Stock Awards and Option Awards columns of
the table above for fiscal 2009 reflect the fair value on the grant date of the stock awards (including restricted stock, stock bonuses and the
December 2009 Performance Awards) and option awards, respectively, granted to the Company s Named Executive Officers during fiscal
2009. These values have been determined under generally accepted accounting principles used to calculate the value of equity awards for
purposes of the Company s financial statements.

Stock-based compensation expense for all stock-based payment awards made to employees and directors is recognized and measured based on

estimated fair values. For option valuations, the Company has elected to utilize the Black-Scholes valuation method in order to estimate the fair

value of options on the date of grant. The risk-free interest rate is based on the implied yield currently available in U.S. Treasury securities at
maturity with an equivalent term. The Company has not declared or paid any dividends on the Company s common stock and do not currently
expect to do so in the future. The expected term of options represents the period that the Company s stock-based awards are expected to be
outstanding and was determined based on historical weighted average holding periods and projected holding periods for the remaining
unexercised shares. Consideration was given to the contractual terms of the Company s stock-based awards, vesting schedules and expectations
of future employee behavior. Expected volatility is based on the annualized daily historical volatility, including consideration of the implied
volatility and market prices of traded options for comparable entities within the Company s industry. These assumptions underlying the

Black-Scholes valuation model involve management s best estimates.
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The weighted average of these assumptions used with respect to awards in the Company s fiscal years ending December 31, 2009, 2008 and 2007
is presented in the table below.

Year Ended December 31,
2009 2008 2007
Risk-free interest rates 1.4% 2.8% 3.9%
Expected dividend yield None None None
Expected life (in years) 2.8 2.7 3.0
Volatility 88% 79% 76%

For the Company s December 2009 Performance Awards, the Company employs a Monte Carlo simulation model to calculate estimated grant
date fair value. The average present value is calculated based upon the expected date the award is made, or the event date, the expected stock
price on the event date and the current shares outstanding on the event date. The event date, stock price and the shares outstanding are estimated
using the Monte Carlo simulation model which is based on assumptions by management, including the likelihood of achieving milestones and
potential future financings. These assumptions impact the fair value of the equity-based award and the expense that will be recognized over the
life of the award.

Under generally accepted accounting principles, compensation expense with respect to stock awards and option awards granted to the Company s
employees and directors is generally recognized over the vesting periods applicable to the awards. The SEC s disclosure rules previously required
that the Company present stock award and option award information for 2008 and 2007 based on the amount recognized during the

corresponding year for financial statement reporting purposes with respect to these awards (which meant, in effect, that in any given year the
Company could recognize for financial statement reporting purposes amounts with respect to grants made in that year as well as with respect to
grants from past years that vested in or were still vesting during that year). However, the recent changes in the SEC s disclosure rules require that
the Company now present the stock award and option award amounts in the applicable columns of the table above with respect to fiscal years
2008 and 2007 on a similar basis as the fiscal 2009 presentation using the grant date fair value of the awards granted during the corresponding
year (regardless of the period over which the awards are scheduled to vest). Since this requirement differs from the SEC s past disclosure rules,
the amounts reported in the table above for stock award and option awards in fiscal years 2008 and 2007 differ from the amounts previously
reported in the Company s Summary Compensation Table for these years. As a result, each named executive officer s total compensation amounts
for fiscal years 2008 and 2007 also differ from the amounts previously reported in the Company s Summary Compensation Table for these years.

(3) The amounts reported in the Stock Awards column of the table above for fiscal 2009 and fiscal 2007 include the grant date fair value of
performance-based stock awards (including the December 2009 Performance Awards) granted to the named executive officers in each of
these years based on the probable outcome (as of the grant date) of the performance-based conditions applicable to the awards, as
determined under generally accepted accounting principles. The following table presents the aggregate grant date fair value of the
December 2009 Performance Awards included in the Stock Awards column for each of these years and the aggregate grant date value of
these awards assuming that the highest level of performance conditions will be achieved. The balance of the amounts reported in the ~Stock
Awards column above for fiscal 2009 is the grant date fair value of the stock bonuses awarded in July and November 2009 based on 500%
and 1,000% increases in the value of a share of the Company s common stock over the per-share closing price of a share of Company
common stock of $0.14 on March 23, 2009.

29

Table of Contents 42



Edgar Filing: CELL THERAPEUTICS INC - Form PRE 14A

Table of Conten

2007 Performance Awards 2009 Performance Awards
Aggregate Grant Aggregate Grant Aggregate Grant
Date Fair Aggregate Grant Date Date Fair Value Date Fair Value
Value (Based on Fair Value (Based on (Based on Probable (Based on Maximum
Probable Outcome) Maximum Performance) Outcome) Performance)
Name (&) ® (&) &)
James A. Bianco, M.D. 2,419 456,019 4,528,069 14,821,909
Louis A. Bianco 726 151,926 1,841,415 6,015,644
Daniel G. Eramian 605 151,805 1,358,421 4,446,573
Craig W. Philips 2,716,842 8,893,145
Jack W. Singer, M.D. 726 151,926 1,841,415 6,015,644

(4) The following table provides detail on the amounts reported in the ~All Other Compensation column of the table above for each named
executive officer:

Other
Tax Insurance 401(k) Personal
Gross-ups Premiums Match Benefits Total
Name () () $) $) (&)
James A. Bianco, M.D. 4,912(1) 50,759 25,456(5) 81,127
Louis A. Bianco 3,490(2) 6,084 3,675 13,249
Daniel G. Eramian 315(3) 315
Craig W. Philips 3,675 11,100(6) 14,775
Jack W. Singer, M.D. 10,265(4) 26,550 3,675 40,490

(1) This amount represents tax reimbursements for taxable compensation related to health and disability premiums. These tax
reimbursements were terminated in fiscal 2009.

(2) This amount represents tax reimbursements for taxable compensation related to disability and life insurance premiums. These tax
reimbursements were terminated in fiscal 2009.

(3) This amount represents tax reimbursements for taxable compensation related to tax preparation fees. These tax reimbursements were
terminated in fiscal 2009.

(4) This amount represents tax reimbursements for taxable compensation related to tax preparation fees and health and disability
insurance premiums. These tax reimbursements were terminated in fiscal 2009.

(5) This amount includes $20,735 for family member s travel on commercial aircraft and $4,721 for health club dues.

(6) This amount includes $9,000 for automobile allowance and $2,100 for tax preparation fees.

(7) Certain named executive officers were accompanied by spouses or other family members on trips using chartered aircraft where the
use of the chartered aircraft was primarily for business purposes. In those cases, there was no incremental cost to the Company of
having additional passengers on the chartered aircraft, and as a result, no amount is reflected in this table with respect to this benefit.

Compensation of Named Executive Officers

The Summary Compensation Table above quantifies the value of the different forms of compensation earned by or awarded to the Company s
named executive officers for the fiscal years indicated above. The primary elements of each named executive officer s total compensation
reported in the table are base salary, an annual bonus, and long-term equity incentives consisting of awards of restricted stock and restricted
stock units. Named executive officers also received the other benefits listed in the All Other Compensation column of the Summary
Compensation Table, as further described in the footnotes to the table.

The Summary Compensation Table should be read in conjunction with the tables and narrative descriptions that follow. The Grants of
Plan-Based Awards table, and the accompanying description of the material terms of the equity awards granted in fiscal 2009, provides
information regarding the long-term equity incentives awarded to the named executive officers in fiscal 2009. The Outstanding Equity Awards at
Fiscal Year-End and Option Exercises and Stock Vested tables provide further information on the named executive officers potential
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realizable value and actual value realized with respect to their equity awards. The Potential Payments upon Termination or Change in Control
section provides information on the benefits the named executive officers may be entitled to receive in connection with certain terminations of
their employment and/or a change in control of the Company.

Description of Employment Agreements Cash Compensation

In December 2008, the Company entered into an employment agreement with Dr. Bianco that replaced his original employment agreement

entered into in 2005. The employment agreement has a two-year term. The agreement provides that Dr. Bianco will receive an initial annualized
base salary of $650,000, subject to review by the Compensation Committee. Based on its review, the Compensation Committee may increase

(but not reduce) the base salary level. The agreement also provides for annual bonuses for Dr. Bianco with a target annual bonus of at least 50%

of his base salary and for an additional bonus to be paid if certain stretch performance goals established by the Compensation Committee for the
applicable year are achieved. The agreement also provides for Dr. Bianco to participate in the Company s usual benefit programs for senior
executives, payment by the Company of premiums for universal life insurance with a coverage amount of not less than $5,000,000 (up to an
annual limit of $41,500, subject to adjustment) and certain other personal benefits set forth in the agreement. Provisions of Dr. Bianco s
agreement relating to outstanding equity incentive awards and post-termination of employment benefits are discussed below under the applicable
sections of this proxy statement.

In April 2008, the Company entered into an employment agreement with Mr. Philips. The employment agreement does not have a specified
term. The agreement provides that Mr. Philips will receive an initial annualized base salary of $402,000, subject to annual review by the
Compensation Committee, and will be eligible to receive an annual bonus, with the target annual bonus being 40% of his base salary. The
agreement also provides for Mr. Philips to participate in the Company s usual benefit programs for senior executives and to receive an auto
allowance of $750 per month. Provisions of Mr. Philips agreement relating to outstanding equity incentive awards and post-termination of
employment benefits are discussed below under the applicable sections of this proxy statement.
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Grants of Plan-Based Awards Fiscal 2009

The following table presents information regarding the incentive awards granted to the named executive officers for fiscal 2009.

Name/Award Type
James A. Bianco, M.D.
Annual Bonus

Stock Bonus

Stock Bonus

Stock Bonus
Performance Award(3)
Performance Award(4)
Performance Award(5)
Performance Award(6)
Performance Award(7)
Performance Award(8)
Performance Award(9)
Performance Award(10)

Louis A. Bianco
Annual Bonus

Stock Bonus

Stock Bonus

Stock Bonus
Performance Award(3)
Performance Award(4)
Performance Award(5)
Performance Award(6)
Performance Award(7)
Performance Award(8)
Performance Award(9)
Performance Award(10)

Daniel G. Eramian
Annual Bonus

Stock Bonus

Stock Bonus

Stock Bonus
Performance Award(3)
Performance Award(4)
Performance Award(5)
Performance Award(6)
Performance Award(7)
Performance Award(8)
Performance Award(9)
Performance Award(10)

Craig W. Philips
Annual Bonus

Stock Bonus

Stock Bonus

Stock Bonus
Performance Award(3)
Performance Award(4)
Performance Award(5)
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Estimated Future Payouts
Under Non-Equity Incentive

Plan Awards

Estimated Future Payouts
Under Equity Incentive
Plan Awards(1)

Grant Threshold Target Maximum Threshold Target

Date )

N/A
3/25/09
7/31/09

11/10/09
12/15/09
12/15/09
12/15/09
12/15/09
12/15/09
12/15/09
12/15/09
12/15/09

N/A
3/25/09
7/31/09

11/10/09
12/15/09
12/15/09
12/15/09
12/15/09
12/15/09
12/15/09
12/15/09
12/15/09

N/A
3/25/09
7/31/09

11/10/09
12/15/09
12/15/09
12/15/09
12/15/09
12/15/09
12/15/09
12/15/09
12/15/09

N/A
3/25/09
7/31/09

11/10/09
12/15/09
12/15/09
12/15/09

(C)]

325,000

99,000

94,500

160,800

(6]

812,500

247,500

236,250

402,000

#

880,501
1,174,002
1,761,003
3,522,006
2,641,504
1,761,003
4,109,007
4,402,507

358,071
475,471
716,141
1,426,412
1,068,342
716,141
1,667,083
1,790,353

264,150
352,201
528,301
1,056,602
792,451
528,301
1,232,702
1,320,752

528,301
704,401
1,056,602

All Other All Other
Stock Option
Awards:  Awards:
Number Number of
of Shares Securities
of Stock Underlying
or Units Options

# #

2,896,557
2,149,658
2,900,168

868,967
875,981
1,177,468

868,967
644,897
870,050

1,737,934
1,289,795
1,740,101

Exercise
or Base
Price of
Option
Awards
($/Sh)

Grant
Date
Fair

Value of

Stock

and
Option
Awards

$)Q)

695,174
3,181,494
2,871,166

4,528,069

208,552
1,296,452
1,165,693

1,841,415

208,552
954,448
861,350

1,358,421

417,104
1,908,897
1,722,700
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Performance Award(8)
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2,113,203
1,584,903
1,056,602
2,465,404
2,641,504

2,716,842
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Estimated Future Payouts Estimated Future Payouts Grant
Under Non-Equity Incentive Under Equity Incentive All Other  All Other Date
Plan Awards Plan Awards(1) Stock Option Fair
Awards: Awards: Exercise Value of
Number Number of or Base Stock
of Shares Securities Price of and
of Stock Underlying Option Option
Grant Threshold Target Maximum Threshold Target Maximum or Units Options Awards Awards

Name/Award Type Date (&) ()] ¥ #) #) () @) #) ($/Sh) $Q2)

Jack W. Singer, M.D.

Annual Bonus N/A 102,000 255,000

Stock Bonus 3/25/09 868,967 208,552

Stock Bonus 7/31/09 875,981 1,296,452

Stock Bonus 11/10/09 1,177,468 1,165,693

Performance Award(3) 12/15/09 358,071

Performance Award(4) 12/15/09 475,471

Performance Award(5) 12/15/09 716,141

Performance Award(6) 12/15/09 1,426,412

Performance Award(7) 12/15/09 1,068,342

Performance Award(8) 12/15/09 716,141

Performance Award(9) 12/15/09 1,667,083

Performance Award(10) 12/15/09 1,790,353 1,841,415

(1) This column reflects the December 2009 Performance Awards granted to each named executive officer. As described in the Compensation
Discussion and Analysis above, these awards will be payable in shares of the Company s common stock if certain performance goals are
achieved on or before December 31, 2011, with the number of shares payable upon achievement of the related performance goal to be
determined by multiplying the payout percentage that has been assigned by the Compensation Committee to that goal for purposes of the
named executive officer s award by the number of shares of the Company s common stock issued and outstanding at the time the
Compensation Committee certifies that the particular goal has been achieved. For each award, the Target column reflects the number of
shares that would be issued upon timely achievement of the related performance goal based on the applicable payout percentage and the
number of shares of the Company s common stock issued and outstanding on December 15, 2009. The actual number of shares issued for
each award upon timely achievement of the related performance goal may be different from the number reported in the table above
depending on the number of shares of the Company s common stock issued and outstanding at the time the Compensation Committee
certifies that the goal has been achieved.

(2) The amounts reported in this column reflect the fair value of these awards on the grant date as determined under the generally accepted
accounting principles used to calculate the value of equity awards for purposes of the Company s financial statements. For a discussion of
the assumptions and methodologies used to value the awards reported in this column, please see footnote (2) to the Summary
Compensation Table. With respect to equity incentive p