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XOMA LTD.

2910 Seventh Street

Berkeley, California 94710

(510) 204-7200

April 12, 2005

To Our Shareholders:

You are cordially invited to attend the annual general meeting of shareholders of XOMA Ltd. on May 19, 2005 at 9:00 a.m. local time, which
will be held at The Claremont Hotel, Ashby and Domingo Avenues, Berkeley, California.

Details of business to be conducted at the annual general meeting are provided in the enclosed Notice of Annual General Meeting of
Shareholders and Proxy Statement. Also enclosed for your information is a copy of our Annual Report to Shareholders for 2004. Some of our
shareholders will be accessing these materials and appointing a proxy through the Internet and may not be receiving a paper proxy card by mail.

We hope that you will attend the annual general meeting. In any event, please promptly sign, date and return the enclosed proxy in the
accompanying reply envelope or appoint a proxy by telephone or through the Internet.

Sincerely yours,

John L. Castello

Chairman of the Board,

President and Chief Executive Officer
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Enclosures
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XOMA LTD.

NOTICE OF ANNUAL GENERAL MEETING OF SHAREHOLDERS

TO BE HELD AT 9:00 A.M. ON MAY 19, 2005

To the Shareholders of XOMA Ltd.:

Notice is hereby given that the annual general meeting of shareholders of XOMA Ltd. (the �Company�) will be held at The Claremont Hotel,
Ashby and Domingo Avenues, Berkeley, California, on May 19, 2005, at 9:00 a.m. local time, for the following purposes:

1. To elect directors;

2. To appoint Ernst & Young LLP to act as the Company�s independent auditors for the 2005 fiscal year and authorize the Board to
agree to such auditors� fee;

3. To receive the Company�s audited financial statements for the 2004 fiscal year;

4. To approve the increase of the Company�s authorized share capital by the creation of an additional 75,000,000 Common Shares;

5. To consider and transact such other business as may properly come before the meeting or any adjournment or postponement thereof.

The Board of Directors has fixed the close of business on April 1, 2005, as the record date for the determination of shareholders entitled to
notice of, and to vote at, this meeting and at any adjournment or postponement thereof.

By Order of the Board of Directors

Christopher J. Margolin

Secretary
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April 12, 2005

Berkeley, California

YOUR VOTE IS IMPORTANT

You are cordially invited to attend the meeting in person. Whether or not you plan to attend the meeting, please promptly mark, sign
and date the enclosed proxy and mail it in the accompanying postage pre-paid envelope or appoint a proxy by telephone or through the
Internet.

1
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XOMA LTD.

PROXY STATEMENT

TO THE SHAREHOLDERS:

The enclosed proxy is solicited on behalf of the Board of Directors of XOMA Ltd., a company organized under the laws of Bermuda (�XOMA� or
the �Company�), for use at the annual general meeting of shareholders to be held at The Claremont Hotel, Ashby and Domingo Avenues,
Berkeley, California, on May 19, 2005, at 9:00 a.m. local time, or any adjournment or postponement thereof, at which shareholders of record
holding Common Shares on April 1, 2005, will be entitled to vote. On April 1, 2005, the Company had issued and outstanding 86,252,640
common shares, par value US$.0005 per share (�Common Shares�). Holders of Common Shares are entitled to one vote for each share held.

All registered shareholders can appoint a proxy by paper proxy or by telephone by following the instructions included with their proxy card.
Shareholders whose Common Shares are registered in the name of a bank or brokerage firm should follow the instructions provided by their
bank or brokerage firm on voting their Common Shares. Shareholders whose Common Shares are registered in the name of a bank or brokerage
firm participating in the ADP Investor Communication Services online program may appoint a proxy electronically through the Internet.
Instruction forms will be provided to shareholders whose bank or brokerage firm is participating in ADP�s program. Signing and returning the
proxy card or submitting the proxy by telephone or through the Internet does not affect the right to vote in person at the annual general meeting.

In the case of registered shareholders, a proxy may be revoked at any time prior to its exercise by (a) giving written notice of such revocation to
the Secretary of the Company at the Company�s principal office, 2910 Seventh Street, Berkeley, California 94710, (b) appearing and voting in
person at the annual general meeting, (c) properly completing and executing a later-dated proxy and delivering it to the Company at or before the
annual general meeting or (d) retransmitting a subsequent proxy by telephone before the annual general meeting. Presence without voting at the
annual general meeting will not automatically revoke a proxy, and any revocation during the meeting will not affect votes previously taken.
Shareholders whose Common Shares are registered in the name of a bank or brokerage firm should follow the instructions provided by their
bank or brokerage firm on revoking their previously appointed proxies. Abstentions and broker non-votes are each included in the number of
Common Shares present and voting for purposes of establishing a quorum but are not counted in tabulations of the votes cast on proposals
presented to shareholders.

The Company will bear the entire cost of solicitation, including preparation, assembly, printing, and mailing of this proxy statement, the proxy
card, and any additional material furnished to shareholders. Copies of solicitation material will be furnished to brokerage houses, fiduciaries, and
custodians holding in their names Common Shares that are beneficially owned by others to forward to such beneficial owners. The solicitation of
proxies may be supplemented by one or more of telephone, telegram, or personal solicitation by directors, officers, or employees of the
Company for no additional compensation. We have also engaged Georgeson Shareholder Communications Inc. to assist in such solicitation at an
estimated fee of $7,500 plus disbursements. Shareholders appointing a proxy through the Internet should understand that there may be costs
associated with electronic access, such as usage charges from Internet access providers and telephone companies, that must be borne by the
shareholder.

The Company intends to mail this proxy statement and make it available on the Internet on or about April 12, 2005.
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SHARE OWNERSHIP

The following table sets forth certain information regarding all shareholders known by the Company to be the beneficial owners of more than
5% of the Company�s outstanding Common Shares and regarding each director, each executive officer and all directors and current executive
officers as a group, together with the approximate percentages of outstanding Common Shares owned by each of them. Unless otherwise
indicated, amounts are as of April 1, 2005 and each of the shareholders has sole voting and investment power with respect to the Common
Shares beneficially owned, subject to community property laws where applicable.

Name of Beneficial Owner

Number of
Common Shares

Beneficially Owned

Percentage of
Common Shares

Beneficially Owned

OrbiMed Group(1) 9,595,790 10.25%
Citigroup(2) 6,690,486 7.8%
Platinum Asset Management Limited(3) 6,054,203 7.1%
James G. Andress(4) 68,000 *
William K. Bowes, Jr.(5) 88,069 *
John L. Castello(6) 546,346 *
Peter B. Davis(7) 351,266 *
Clarence L. Dellio(8) 457,430 *
Arthur Kornberg, M.D.(9) 68,000 *
Christopher J. Margolin(10) 310,270 *
Steven C. Mendell(11) 97,000 *
Patrick J. Scannon, M.D., Ph.D.(12) 329,342 *
W. Denman Van Ness(13) 92,611 *
Patrick J. Zenner(14) 32,500 *
All executive officers and directors as a group (11 persons)(15) 2,440,834 2.8%

  * Indicates less than 1%.
(1) As reported by the group comprised of OrbiMed Capital LLC, OrbiMed Advisors LLC and Samuel U. Isaly (collectively, the �OrbiMed

Group�) on Schedule 13G filed with the Securities and Exchange Commission on February 9, 2005. Members of the OrbiMed Group are
investment advisors and hold the securities on behalf of other persons who have the right to receive or the power to direct the receipt of
dividends from, or proceeds from sale of, such securities. No one such other person�s interest in the securities whose ownership is reported
on the Schedule 13G relates to more than 5% of the class. Amount is as of February 4, 2005.

(2) As reported by the group comprised of Smith Barney Fund Management LLC, Citigroup Global Markets Holdings Inc. and Citigroup Inc.
on Schedule 13G/A filed with the Securities and Exchange Commission on February 14, 2005. Amount is as of December 31, 2004.

(3) As reported by Platinum Asset Management Limited as trustee for Platinum Asset Management Trust on Schedule 13G filed with
the Securities and Exchange Commission on October 20, 2005. Amount is believed to be as of October 20, 2004.

(4) Includes 66,000 Common Shares issuable upon the exercise of options exercisable as of 60 days after the record date.
(5) Includes 57,000 Common Shares issuable upon the exercise of options exercisable as of 60 days after the record date.
(6) Includes 25,778 Common Shares held by The John L. and Katherine C. Castello Trust, of which Mr. Castello is a trustee. Includes 443,749

Common Shares issuable upon the exercise of options exercisable as of 60 days after the record date. Does not include 15,105 Common
Shares that have vested pursuant to the Company�s Deferred Savings Plan.

(7) Includes 122,307 Common Shares held by The Davis Family Trust, of which Mr. Davis is a trustee. Includes 228,959 Common Shares
issuable upon the exercise of options exercisable as of 60 days after the record date. Does not include 13,314 Common Shares that have
vested pursuant to the Company�s Deferred Savings Plan.

2
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(8) Includes 345,000 Common Shares issuable upon the exercise of options exercisable as of 60 days after the record date. Does not include
15,976 Common Shares that have vested pursuant to the Company�s Deferred Savings Plan. Mr. Dellio retired effective as of December 31,
2004 but is required to be included in this table by SEC rules.

(9) Includes 57,000 Common Shares issuable upon the exercise of options exercisable as of 60 days after the record date.
(10) Includes 254,583 Common Shares issuable upon the exercise of options exercisable as of 60 days after the record date. Does not

include 15,512 Common Shares that have vested pursuant to the Company�s Deferred Savings Plan.
(11) Includes 57,000 Common Shares issuable upon the exercise of options exercisable as of 60 days after the record date. Does not include

631 Common Shares that have vested pursuant to the Company�s Deferred Savings Plan and are now held in a rollover IRA account.
(12) Includes 223,750 Common Shares issuable upon the exercise of options exercisable as of 60 days after the record date. Does not

include 15,976 Common Shares that have vested pursuant to the Company�s Deferred Savings Plan.
(13) Includes 49,481 Common Shares held by The Van Ness 1983 Revocable Trust, of which Mr. Van Ness is a trustee. Includes 42,000

Common Shares issuable upon the exercise of options exercisable as of 60 days after the record date.
(14) Represents 32,500 Common Shares issuable upon the exercise of options exercisable as of 60 days after the record date.
(15) Includes 1,807,541 Common Shares issuable upon exercise of options exercisable as of 60 days after the record date. Does not include

76,514 Common Shares that have vested pursuant to the Company�s Deferred Savings Plan.

COMPENSATION OF EXECUTIVE OFFICERS

The following table sets forth the compensation of the named executive officers for the last three completed fiscal years of the Company:

SUMMARY COMPENSATION TABLE

Annual Compensation
Long-Term

Compensation

Name and Principal Position Year Salary ($)
Bonus
($)(1)

Other
Annual

Compensation
($)(2)

Securities
Underlying
Options (#)

All Other
Compensation

($)(3)

John L. Castello 2004 $ 500,000 N/A $ 956 100,000 $ 30,692
(Chairman of the Board, President 2003 $ 500,000 N/A $ 12,080 100,000 $ 30,182
and Chief Executive Officer) 2002 $ 500,000 N/A $ 8,789 50,000 $ 31,849

Clarence L. Dellio 2004 $ 315,000 $ 96,319 $ 20,716 40,000 $ 10,838
(Former Senior Vice President and 2003 $ 305,000 $ 47,920 $ 13,461 40,000 $ 9,639
Chief Operating Officer) 2002 $ 285,833 $ 67,320 $ 13,638 55,000 $ 8,043

Patrick J. Scannon, M.D., Ph.D. 2004 $ 340,000 $ 79,127 $ 3,615 30,000 $ 10,838
(Senior Vice President and Chief 2003 $ 340,000 $ 69,022 $ 2,615 30,000 $ 9,787
Scientific and Medical Officer) 2002 $ 340,000 $ 69,208 $ 3,865 25,000 $ 10,388

Peter B. Davis 2004 $ 280,000 $ 76,661 $ 0 30,000 $ 10,081
(Vice President, Finance and Chief 2003 $ 270,000 $ 36,899 $ 0 40,000 $ 8,806
Financial Officer) 2002 $ 260,000 $ 58,746 $ 0 25,000 $ 7,806

Christopher J. Margolin 2004 $ 280,000 $ 67,519 $ 12,846 30,000 $ 10,563
(Vice President, General Counsel 2003 $ 270,000 $ 56,696 $ 12,384 50,000 $ 9,348
and Secretary) 2002 $ 260,000 $ 54,675 $ 10,962 25,000 $ 7,806

3
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(1) Each amount in this column for 2004, 2003 and 2002 represents awards under the Company�s Management Incentive Compensation Plan in
the following amounts: Mr. Dellio�$22,402 and 2,230 Common Shares in 2004 (relating to performance in 2003); $16,091 in 2003 and
2,643 Common Shares in each of 2004 and 2003 (relating to performance in 2002); $14,454 in 2002 and 862 Common Shares in each of
2004, 2003 and 2002 (relating to performance in 2001); $7,092 and 429 Common Shares in each of 2003 and 2002 (relating to
performance in 2000); and 1,072 Common Shares in 2002 (relating to performance in 1999); Dr. Scannon�$21,771 and 2,167 Common
Shares in 2004 (relating to performance in 2003); $17,160 in each of 2004 and 2003 and 3,382 Common Shares in 2003 (relating to
performance in 2002); $18,426 in each of 2004, 2003 and 2002 and 1,099 Common Shares in 2002 (relating to performance in 2001);
$16,277 in each of 2003 and 2002 (relating to performance in 2000); and $16,080 in 2002 (relating to performance in 1999); Mr.
Davis�$19,018 and 1,700 Common Shares in 2004 (relating to performance in 2003); $13,900 in 2003 and 2,299 Common Shares in each
of 2004 and 2003 (relating to performance in 2002); $13,155 in 2002 and 737 Common Shares in each of 2004, 2003 and 2002 (relating to
performance in 2001); $13,053 in 2001 and 742 Common Shares in each of 2003 and 2002 (relating to performance in 2000); and 887
Common Shares in 2002 (relating to performance in 1999); Mr. Margolin�$19,693 and 1,684 Common Shares in 2004 (relating to
performance in 2003); $14,160 in each of 2004 and 2003 and 2,449 Common Shares in 2003 (relating to performance in 2002); $13,972 in
each of 2004, 2003 and 2002 and 822 Common Shares in 2002 (relating to performance in 2001); $14,403 in each of 2003 and 2002
(relating to performance in 2000); and $12,328 in 2002 (relating to performance in 1999).

(2) Mr. Castello�s amounts in this column for 2004, 2003 and 2002 include financial services provided to Mr. Castello in the amount of $400
and $4,888 and $3,113, respectively. Mr. Castello�s amounts in this column for 2004, 2003 and 2002 represent taxes paid by XOMA on
Mr. Castello�s behalf in the amounts of $556, $3,347 and $1,830, respectively. All of Dr. Scannon�s amount for 2003 and $2,615 of the
amount for 2004 and 2002, $14,468 of Mr. Dellio�s amounts for 2004 and all of Mr. Dellio�s amounts for 2003 and 2002, and all of Mr.
Margolin�s amounts in this column for 2004, 2003 and 2002 and the balance of Mr. Castello�s amounts for 2003 and 2002 represent cash
payments in lieu of earned vacation and/or personal holidays. Dr. Scannon�s amounts for 2004 and 2002 include $1,000 and $1,250,
respectively, for patent awards. Mr. Dellio�s amount for 2004 includes $6,248 as a retirement gift.

(3) Amounts in this column for 2004, 2003 and 2002 include the Company�s Common Shares contributed to accounts under the Company�s
Deferred Savings Plan, valued at fiscal year-end formula prices of $2.611, $6.6392 and $4.2885, respectively, per share, in the following
amounts: Mr. Castello�2,876 Common Shares for 2004, 1,054 Common Shares for 2003 and 1,399 Common Shares for 2002; Mr. Dellio,
Dr. Scannon, Mr. Davis and Mr. Margolin�3,064 Common Shares each for 2004, 1,054 Common Shares each for 2003 and 1,399 Common
Shares each for 2002. Amounts for 2004, 2003 and 2002 also include group term life insurance premiums in the following amounts: Mr.
Castello�$5,182 for 2004 and 2003 and $7,849 for 2002; Mr. Dellio�$2,838 for 2004, $2,639 for 2003 and $2,043 for 2002; Dr.
Scannon�$2,838 for 2004, 2003 and 2002; Mr. Davis�$2081 for 2004 and $1,806 for each of 2003 and 2002; Mr. Margolin�$2,563 for 2004,
$2,348 for 2003 and $1,806 for each of 2002. Mr. Castello�s amounts in this column include life insurance premiums paid in the amount of
$18,000 for each of 2004, 2003 and 2002. Dr. Scannon�s amounts for 2003 and 2002 include $(51) and $1,550, respectively, which
represent the difference between (i) the amount of interest Dr. Scannon would have been required to pay in interest for each such year had
the loan made to him by the Company pursuant to his employment agreement been made at the then-prevailing market rate and (ii) the
amount of interest payable on the loan for each such year in accordance with its terms. See �Employment Contracts and Termination of
Employment and Change-in-Control Arrangements.�

4
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The following table contains information concerning the grant of options under the Company�s option plans to the named executive officers as of
the end of the last completed fiscal year of the Company. No share appreciation rights (�SARs�) were granted during the last fiscal year and none
were held at the end of the fiscal year.

OPTION GRANTS IN LAST FISCAL YEAR

Individual Grants

Number of
Securities

Underlying
Options
Granted

(#)

% of Total
Options
Granted

to
Employees

in Fiscal
Year

Exercise
or Base
Price

($/SH)

Expiration

Date

Potential Realized Value of
Assumed Annual Rates of Share
Price Appreciation For Option

Term (1)

Name 0% ($) 5% ($) 10% ($)

John L. Castello 100,000 8.4% $ 5.77 2/25/14 0 $ 362,872 $ 919,589
Clarence L. Dellio 40,000 3.3% $ 5.77 2/25/14 0 $ 145,149 $ 367,836
Patrick J. Scannon, M.D., Ph.D 30,000 2.5% $ 5.77 2/25/14 0 $ 108,862 $ 275,877
Peter B. Davis 30,000 2.5% $ 5.77 2/25/14 0 $ 108,862 $ 275,877
Christopher J. Margolin 30,000 2.5% $ 5.77 2/25/14 0 $ 108,862 $ 275,877

(1) The amounts set forth in the three columns represent hypothetical gains that might be achieved by the optionees if the respective options
are exercised at the end of their ten-year option terms. These gains are based on assumed rates of share price appreciation of 0%, 5% and
10% compounded annually from the dates the respective options were granted. Options granted with exercise prices equal to the market
price of the underlying Common Shares on the date of grant will have no value unless the Company�s share price increases above the
exercise prices as a result of actions by the executives that improve the Company�s performance and/or other factors affecting such price.

The following table sets forth information with respect to the named executive officers concerning the exercise of options during the last
completed fiscal year of the Company and unexercised options held as of the end of the fiscal year. No SARs were exercised during the last
fiscal year and none were held at the end of the fiscal year.

AGGREGATE OPTION EXERCISES IN LAST FISCAL YEAR AND FY-END OPTION VALUES

Shares
Acquired

On
Exercise

Value
Realized

Number of Securities
Underlying Unexercised

Options at FY-End

Value of Unexercised
in-the-

Money Options
at FY-End ($)(1)

Name (#) ($) Exercisable Unexercisable Exercisable Unexercisable

John L. Castello 0 $ 0 989,999 195,001 $ 25,875 $ 0
Clarence L. Dellio 23,969 $ 99,172 282,584 83,249 $ 4,479 $ 0
Patrick J. Scannon M.D., Ph.D 75,000 $ 185,528 356,251 63,749 $ 4,125 $ 0
Peter B. Davis 0 $ 0 270,418 69,582 $ 1,650 $ 0
Christopher J. Margolin 75,000 $ 374,112 234,584 75,416 $ 0 $ 0

(1) The amounts listed in the two columns are based on the closing price per share of $2.59 on December 31, 2004, as reported on The Nasdaq
Stock Market, less the applicable option exercise prices.
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Employment Contracts and Termination of Employment and Change-in-Control Arrangements

The Company has entered into an employment agreement with Mr. Castello, dated as of April 29, 1992, that provides for his employment as
President and Chief Executive Officer at a salary of $500,000 per year. Under this agreement, Mr. Castello also receives all standard Company
employee benefits and supplemental life insurance for the amount that an annual premium of $18,000 provides. The agreement also provides for
a grant of options for 500,000 Common Shares under the Company�s 1981 Share Option Plan (the �Option Plan�), which was made in 1992.

5
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Mr. Castello�s employment may be terminated, with or without cause, at the will of either party. If terminated by the Company for any reason
other than due cause or by Mr. Castello for good reason, Mr. Castello must be paid his then current base salary and benefits for one year. If
terminated for due cause, he is entitled to no further compensation. Good reason includes, in the context of a change of control, the assignment
to Mr. Castello of duties inconsistent with his prior duties; his removal from, or failure to re-elect him to, any position he held immediately prior
to the change in control; any termination by the Company within three years of the change of control other than for due cause or upon disability
or death; a good faith determination by Mr. Castello that changes in circumstances resulting from the change in control leave him substantially
unable to perform his duties, after notice; the failure of the Company�s successor or the transferee of its assets or business to assume its
obligations under the agreement; or, a significant relocation of the Company�s executive offices. Good reason also includes any reduction in base
pay or benefits or any breach of the agreement by the Company.

The Company has entered into an employment agreement with Dr. Scannon, dated as of March 26, 2005, that provides for his employment as
Senior Vice President and Chief Scientific and Medical Officer at a salary of $350,000 per year. Under this agreement, Dr. Scannon is entitled to
participate in any benefit plan for which key executives of the Company are eligible, including the Management Incentive Compensation Plan
established effective July 1, 1993 (as amended, the �MICP�). Upon termination of his employment for any reason other than cause, or upon
resignation, Dr. Scannon must be paid his then current base salary and benefits for one year.

The Company has entered into an employment agreement with Mr. Davis dated as of April 1, 1994 that provides for his employment as Chief
Financial Officer at an initial salary of $200,000 per year. Under this agreement, Mr. Davis received a one-time transition allowance in the
amount of $35,000 and is entitled to participate in any benefit plan for which executives of the Company are eligible. In addition, the agreement
provides for an initial grant of options for 60,000 Common Shares under the Option Plan, which was made in 1994, as well as participation in
the MICP. Mr. Davis� employment agreement provides no additional compensation in the event of a change of control but provides a minimum
severance amount equal to six months of base salary at the time of termination.

The Company has entered into an employment agreement with Mr. Margolin, dated as of February 23, 2005, that provides for his employment
as Vice President, General Counsel and Secretary at a salary of not less than $290,000 per year. Under the agreement, Mr. Margolin will be
entitled to participate in any benefit plan for which key executives of the Company are eligible, including the MICP. Upon termination of his
employment by the Company for any reason other than cause or upon his resignation from the Company for good reason, Mr. Margolin will be
entitled to his then current base salary and benefits for nine months. The agreement will continue until February 22, 2006, and will be
automatically extended (without further action by the parties) for one year thereafter and again on each subsequent anniversary thereof, unless
terminated by mutual written consent of the parties.

Compensation Committee Report on Executive Compensation

The Company�s compensation program for officers (including the named executive officers) is administered by the Compensation Committee of
the Board of Directors (the �Committee�), which is composed of two independent directors. Following review and approval by the Committee, all
issues pertaining to officer compensation are submitted to the full Board of Directors for approval. The primary objectives of the Company�s
compensation program are to enable the Company to attract, motivate and retain outstanding individuals and align their success with that of the
Company�s shareholders through the creation of shareholder value and achievement of strategic corporate objectives.

The level of compensation paid to an officer is determined on the basis of the individual�s overall experience, responsibility, performance and
compensation level in his or her prior position (for newly hired officers), the individual�s overall performance and compensation level at the
Company during the prior year (for

6
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current employees), the compensation levels of similarly situated individuals in the pharmaceutical and biotechnology industries (including, but
not limited to, the biotechnology companies included in the AMEX Biotechnology Index) and other labor markets in which the Company
competes for employees, the performance of the Company�s Common Shares during the prior fiscal year and such other factors as may be
appropriately considered by the Board of Directors, by the Committee and by management in making its initial proposals to the Committee.

Mr. Castello�s compensation for 2004 was determined after considering the general factors described above and the terms of his existing
employment contract. In 1992, the Committee approved, and recommended that the Board approve, the terms of Mr. Castello�s employment
contract, as more fully described under �Employment Contracts and Termination of Employment and Change-in-Control Arrangements,� because
it felt that the terms thereof were necessary in order to attract a candidate of Mr. Castello�s experience and reputation in the pharmaceutical
industry, which in turn was deemed necessary in order to enable the Company to advance toward its long-range goal of becoming a
pharmaceutical company with commercially viable products. In 2004, the Committee, the Board and the shareholders approved the CEO
Incentive Compensation Plan (the �CICP�) in order to make Mr. Castello�s compensation more commensurate with that of his peers and because
the Committee believed that it was not appropriate to include Mr. Castello in the Management Incentive Compensation Plan given his active role
in administering that plan.

Only the chief executive officer of the Company (�CEO�) is eligible to participate in the CICP, and depending on his or her performance and that
of the Company, earn incentive compensation. The determination of the incentive compensation awarded for each fiscal year is as follows: The
target award opportunity for the CEO is set at 50% of his or her base salary. As soon as practicable after the end of each fiscal year (the �Plan
Period�), the Committee will recommend to the Board and the Board will determine whether and to what extent certain Company objectives
(�Company Objectives�) have been met. Company Objectives may be based on financial goals, scientific or commercial progress, profits, return
on investments or any other criteria established by the Board. For each Plan Period, unless 70% of the Company Objectives have been met, no
incentive compensation will be awarded.

The incentive compensation will be weighted based 70% on meeting Company Objectives and 30% based on discretionary objectives. The
award opportunity range for the CEO expressed as a percentage of his or her base salary is as follows: minimum award opportunity�25%; target
award opportunity�50%; and maximum award opportunity�75%.

The performance of the CEO will be rated as soon as practicable following the conclusion of the Plan Period. Distribution of incentive
compensation will be established by the Board, and will generally be in February or March of the succeeding year after the Plan Period. The
incentive awards will be comprised 50% of cash and 50% of common shares (based on the average market value of the common shares for the
10 trading days prior to the date of the award).

For 2004, the Committee and the Board determined that Mr. Castello had met a percentage of the Company Objectives in excess of the 70%
minimum required by the CICP in order to make an award thereunder.

The principal methods for long-term incentive compensation are the Option Plan and Restricted Share Plan (the �Restricted Plan�), and
compensation thereunder principally takes the form of incentive and non-qualified option grants. These grants are designed to promote the
convergence of long-term interests between the Company�s key employees and its shareholders; specifically, the value of options granted will
increase or decrease with the value of the Company�s Common Shares. In this manner, key individuals are rewarded commensurately with
increases in shareholder value. These grants also typically include a 4-year vesting period to encourage continued employment. The size of a
particular option grant is determined based on the individual�s
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position with and contribution to the Company. For grants during 2004, the number of options granted were determined based on the numbers of
options granted to such individuals in the previous fiscal year, the aggregate number of options held by each such individual, the number of
options granted to similarly situated individuals in the pharmaceutical and biotechnology industries, the price of the Company�s Common Shares
relative to other companies in such industries and the resulting relative value of such options; no specific measures of corporate performance
were considered.

Certain employees are also compensated through the MICP, in which management employees (other than the Chief Executive Officer), as well
as certain additional discretionary participants chosen by the Chief Executive Officer, are eligible to participate. Under the MICP, at the
beginning of each fiscal year, the Board of Directors (with advice from the Committee) establishes a target incentive compensation pool, which
is then adjusted at year-end to reflect the Company�s performance in achieving its corporate objectives.

After each fiscal year, the Board of Directors and the Committee make a determination as to the performance of the Company and MICP
participants in meeting corporate objectives and individual objectives, which are determined from time to time by the Board of Directors in its
sole discretion and which included for 2004: a target level of cash at year end; generation of current income; progress toward collaborations,
potential partnerships or financing arrangements; and various objectives tied to development of the Company. Awards to MICP participants vary
depending upon the level of achievement of corporate objectives, the size of the incentive compensation pool and the MICP participants� base
salaries and performance during the fiscal year as well as their expected ongoing contribution to the Company. The Company must meet a
minimum percentage of its corporate objectives (currently 70%) before any awards are made under the MICP.

Awards under the MICP granted on or prior to December 31, 2004 vest over a three-year period with 50% of each award payable during the first
quarter of the following fiscal year, and 25% payable on each of the next two annual distribution dates, so long as the participant remains an
employee of the Company. The 50% on each distribution date is payable half in cash and half in Common Shares. Awards under the MICP
granted after December 31, 2004, including grants made in 2005 for performance in 2004, are made in one payment soon after the end of the
relevant fiscal year, rather than three payments over three years, and are payable half in cash and half in Common Shares. All share issuances
under the MICP are made pursuant to the Restricted Plan.

For 2004, the Committee and the Board of Directors determined that management had met a percentage of the corporate objectives summarized
above in excess of the 70% minimum required by the MICP in order to make awards thereunder. For 2004, 84 individuals were determined to be
eligible to participate in the MICP, including all of the executive officers named in the �Summary Compensation Table� above other than Mr.
Castello.

Section 162(m) of the Internal Revenue Code of 1986, as amended (the �Code�), generally limits the deductible amount of annual compensation
paid to certain individual executive officers (i.e., the chief executive officer and the four other most highly compensated executive officers of the
Company) to no more than $1 million. However, qualifying performance-based compensation will be excluded from the $1 million cap on
deductibility, and the Committee believes, based on information currently available, that the Company�s options issued to its executive officers
qualify for this exclusion. Considering the current structure of executive officer compensation and the availability of deferral opportunities, the
Committee believes that the Company will not be denied any significant tax deduction for 2005. The Committee will continue to review tax
consequences as well as other relevant considerations in connection with compensation decisions.

W. Denman Van Ness

William K. Bowes, Jr.
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PERFORMANCE GRAPH

Comparison of Five Year Cumulative Total Return Among XOMA,

Nasdaq Composite Index and AMEX Biotechnology Index

As of December 31,

XOMA
Ltd.

Nasdaq
Composite

Index

AMEX
Biotechnology

Index

1999 100.00 100.00 100.00
2000 325.00 60.71 162.05
2001 328.33 47.93 148.32
2002 141.00 32.82 86.40
2003 220.00 49.23 125.20
2004 86.33 53.46 139.04

The comparison assumes $100 invested on December 31, 1999 in the Company�s Common Shares, the Nasdaq Composite Index, and the AMEX
Biotechnology Index. Total return assumes reinvestment of dividends although the Company has never paid cash dividends. Returns for the
Company are not necessarily indicative of future performance.
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ITEM 1�ELECTION OF DIRECTORS

The Company�s directors are elected annually to serve until the next annual general meeting of shareholders and until their successors are elected,
or until their death, resignation or removal. The nominees for the Board of Directors are set forth below. Unless otherwise instructed, the proxy
holders will vote all proxies received by them in the accompanying form for the nominees for directors listed below. In the event any nominee
should become unavailable for election due to an unexpected occurrence, the proxies will be voted for any such substitute nominee as may be
designated by the present Board of Directors to fill the vacancy. In the event that additional persons are nominated for election as directors, the
proxy holders intend to vote all proxies received by them for the nominees listed below. Each person nominated for election has agreed to serve
if elected, and management has no reason to believe that any of the nominees listed below will be unable to serve. The eight candidates receiving
the highest number of affirmative votes of the Common Shares entitled to vote at the annual general meeting will be elected as directors of the
Company.

NOMINEES TO BOARD OF DIRECTORS

Name Title Age

John L. Castello Chairman of the Board, President and Chief Executive Officer 68
Patrick J. Scannon, M.D., Ph.D. Senior Vice President, Chief Scientific and Medical Officer and Director 57
James G. Andress Director 66
William K. Bowes, Jr. Director 78
Peter B. Hutt Director 70
Arthur Kornberg, M.D. Director 87
W. Denman Van Ness Director 62
Patrick J. Zenner Director 58

Mr. Castello became Chairman of the Board, President and Chief Executive Officer in March of 1993. From April of 1992 to March of 1993,
Mr. Castello was President, Chief Executive Officer and a director. Mr. Castello was President and Chief Operating Officer of the Ares Serono
Group from 1988 to 1991 and prior to that was President of the Serono Diagnostics Division from 1986 to 1988. Ares Serono is known in the
United States for fertility drugs, and it is also the manufacturer of a bioengineered human growth hormone which is marketed primarily outside
of the United States. Mr. Castello previously held senior management positions at Amersham International PLC and Abbott Laboratories. Mr.
Castello is also a director of Cholestech Corporation, which is engaged in the business of developing products for the diagnostic measurement of
cholesterol and other blood components.

Dr. Scannon is one of the founders of the Company and has served as a director since its formation. Dr. Scannon became Chief Scientific and
Medical Officer in March of 1993. He served as President of the Company from its formation until April of 1992 and as Vice Chairman,
Scientific and Medical Affairs from April of 1992 to March of 1993. From 1998 until 2001, Dr. Scannon served as a director of NanoLogics,
Inc., a software company. From 1979 until 1981, Dr. Scannon was a clinical research scientist at the Letterman Army Institute of Research in
San Francisco. A Board-certified internist, Dr. Scannon holds a Ph.D. in organic chemistry from the University of California, Berkeley, and an
M.D. from the Medical College of Georgia.

Mr. Andress has been a director since November of 1995 and is a former Chairman of the Pharmaceuticals Group, Beecham Group, plc and
Chairman, Healthcare Products and Services of SmithKline Beecham, plc and the former President and Chief Operating Officer of Sterling
Drug, Inc. From 1996 to 2000, he served as Chairman and CEO of Warner Chilcott, plc, a specialty pharmaceuticals company. From 1989 to
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1995, he served as CEO and director of Information Resources, Inc., a decision support software and consumer packaged goods research
company. He currently serves as a director of Sepracor, Inc., a specialty pharmaceuticals company, Dade-Behring Corp., a medical diagnostic
company and Allstate Insurance Company.

Mr. Bowes has been a director since February of 1986 and has been a General Partner of U.S. Venture Partners since 1981 and currently holds
the position of Founding Partner. Mr. Bowes is also a director of one private company.

Mr. Hutt, former Chief Counsel for the Food and Drug Administration (FDA), is standing for election as a director for the first time. In
accordance with its standard procedures, the nominating & governance committee determined to nominate Mr. Hutt after interviewing him on
the recommendation of Mr. Castello. Mr. Hutt was formally recommended for nomination by the nominating & governance committee at its
meeting on February 22, 2005. Mr. Hutt is currently Senior Counsel to the Washington, D.C. law firm of Covington & Burling, specializing in
food and drug law and trade association law. Since 1994, he has taught a course on food and drug law at Harvard Law School and taught the
same course at Stanford Law School in 1998. He is also a co-author of Food and Drug Law: Cases and Materials. Mr. Hutt serves on a wide
variety of academic and advisory boards, including the Institute of Medicine (IOM) of the National Academy of Sciences (NAS) and the Panel
on the Administrative Restructuring of the National Institutes of Health (NIH). Additionally, he serves as Legal Counsel to the Society of Risk
Analysis as well as the American College of Toxicology. Formerly, he has served on the IOM Executive Committee, Advisory Committee to the
Director of the NIH, the NAS Committee on Research Training in the Biomedical and Behavioral Sciences, and the National Committee to
Review Current Procedures for Approval of New Drugs for Cancer and AIDS established by the President�s Cancer Panel of the National Cancer
Institute at the request of President George Bush. Mr. Hutt received his undergraduate degree from Yale University, and law degrees from
Harvard University and New York University.

Dr. Kornberg has been a director since April of 1991. He is a distinguished author and researcher who was chairman and founder of the
Department of Biochemistry at the Stanford University School of Medicine. Dr. Kornberg received the Nobel Prize in 1959 for his discovery of
the enzymatic synthesis of DNA. His present research is on the genetics, biochemistry, physiology and clinical relevance of inorganic
polyphosphate. He is the author of �DNA Replication,� one of the basic textbooks of biochemistry. Dr. Kornberg was a founder and is a member
of the Boards of Scientific Advisors of DNAX, now a wholly owned subsidiary of Schering-Plough Corporation, and Regeneron
Pharmaceuticals, Inc., a biotechnology company focused on neurobiology, and is a member of the Board of Scientific Advisors of Maxygen,
Inc., a biotechnology company focused on molecular evolution technology.

Mr. Van Ness has been a director since October of 1981. He is Chairman of Hidden Hill Advisors, a venture capital consulting firm. From April
of 1996 through October of 1999, he was a Managing Director of CIBC Capital Partners, an international merchant banking organization. From
1986 through March 31, 1996, Mr. Van Ness was a General Partner of Olympic Venture Partners II and Rainier Venture Partners, venture
capital funds, and from 1977 until 1985, he was a General Partner of the venture capital group at Hambrecht & Quist, the manager of several
venture capital funds.

Mr. Zenner has been a director since May of 2002. Mr. Zenner is a 31-year veteran of the pharmaceutical industry and spent his entire career at
Hoffmann-La Roche. During his first 12 years, he held positions of increasing responsibility in sales, marketing, health care economics, public
policy and governmental affairs. In 1982, he became Vice-President and General Manager of Roche Laboratories, and subsequently Director and
Head of Global Pharma Marketing, Project Development and Regulation in Basel, Switzerland. In 1988, he became Senior Vice President,
Pharmaceuticals Division and a member of the Board of Directors. From 1993 until his retirement in 2001, he served as President and CEO of
Hoffman-La Roche, Inc., North America. Mr. Zenner currently serves on the Boards of Arqule, Inc., Curagen Corporation, Dendrite
International, Inc., Exact
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Sciences Corporation, First Horizon Pharmaceutical Company, Geron Corporation, Praecis Pharmaceuticals, Inc., and West Pharmaceutical
Services. He has also served as a member of the Board and the Executive Committee of both the Pharmaceutical Research and Manufacturers
Association (PhRMA) and the Biotechnology Industry Organization (BIO).

In February of 2005, Mr. Mendell notified the Board that, as a result of other business and travel commitments, he would not be standing for
re-election as a director at this annual general meeting.

Executive Officers

Mr. Castello and Dr. Scannon are executive officers of the Company. The remaining executive officers are listed below.

Peter B. Davis is Vice President, Finance and Chief Financial Officer of the Company. Before joining the Company in 1994, he was Vice
President Financial Operations for the Ares-Serono Group. Previously, he was Chief Financial Officer of Akzo America Inc., where he was
instrumental in structuring and negotiating acquisitions and joint ventures. He has also held executive financial positions with Stauffer Chemical
Company and PepsiCo, Inc.

Christopher J. Margolin is Vice President, General Counsel and Secretary of the Company. Prior to joining the Company in 1991, Mr. Margolin
was a corporate attorney holding several different executive legal positions for Raychem Corporation, an international high technology
company, for 11 years. From 1975 to 1980, he was a division counsel for TRW Inc. and from 1972 to 1975, he was an associate at the law firm
of McCutchen, Black, Verleger and Shea in Los Angeles.

BOARD MATTERS

Board Meetings and Compensation

During the fiscal year ended December 31, 2004, the Board of Directors held six meetings. Each Board member attended at least 75% of the
aggregate number of meetings of the Board and the committees of the Board on which he served that were held during the last fiscal year. Each
of Dr. Kornberg and Messrs. Andress, Bowes, Van Ness and Zenner is �independent� as defined in the listing standards of The Nasdaq Stock
Market. Directors are encouraged to attend the Company�s annual general meetings of shareholders where practicable. All of the directors
attended last year�s annual general meeting of shareholders.

Each non-employee director receives a quarterly retainer of $2,000, $1,500 for each meeting of the Board of Directors attended in person, $750
for each meeting of the Board of Directors attended telephonically, $500 for each committee meeting attended in person and $250 for each other
telephonic meeting. Additionally, each non-employee director is granted options to purchase 20,000 Common Shares pursuant to the 1992
Directors Share Option Plan (the �Directors Plan�) upon initial election to the Board of Directors and is annually granted 10,000 Common Shares
pursuant to the Directors Plan upon reelection to the Board of Directors, each at an exercise price per share equal to the closing market price of
the Common Shares on the date of grant, which for 2004 was $3.84.
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Directors who are employees of the Company are neither paid any fees or other remuneration nor awarded options or Common Shares of the
Company for services as members of the Board of Directors or its committees.
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The Board of Directors has standing compensation, nominating & governance and audit committees.

Compensation Committee

The compensation committee is responsible for recommending and reviewing the compensation, including options and perquisites, of the
Company�s officers and other employees. This committee, currently consisting of Messrs. Van Ness and Bowes, held two meetings during 2004.
The Board of Directors has adopted a written charter for the compensation committee, a copy of which is available on the Company�s website at
www.xoma.com. See �Compensation Committee Report on Executive Compensation.�

Nominating & Governance Committee

The nominating & governance committee assists the Board of Directors by identifying individuals qualified to become Board members,
recommends to the Board the director nominees for the next annual general meeting of shareholders, recommends to the Board the director
nominees for each committee and develops, recommends to the Board and oversees the governance principles applicable to the Company. This
committee, currently consisting of Messrs. Bowes, Mendell and Van Ness, held two meetings during 2004. Each member of the nominating &
governance committee is �independent� as defined in the listing standards of The Nasdaq Stock Market. The Board of Directors has adopted a
written charter for the nominating & governance committee, a copy of which is available on the Company�s website at www. xoma.com.

The nominating & governance committee�s charter provides that the committee will, on behalf of the Board, review letters from shareholders
regarding the Company�s annual general meeting and governance process. Beyond this, the committee has no formal policy regarding
consideration of director candidates recommended by shareholders, in large part because the Company has never received from any of its
shareholders a recommendation of a director nominee with reasonably adequate qualifications. The need for a more formal policy was
considered and determined to be not necessary by the committee. The committee will consider candidates recommended by shareholders, and a
shareholder wishing to submit a recommendation should send a letter to the Secretary of the Company at 2910 Seventh Street Berkeley,
California 94710. The mailing envelope must contain a clear notation indicating that the enclosed letter is a �Director Nominee Recommendation.�
The letter must identify the author as a shareholder and provide a complete listing of the candidate�s qualifications to serve on the Board, the
candidate�s current principal occupation, most recent five-year employment history and current directorships and a statement that the proposed
nominee has consented to the nomination, as well as contact information for both the candidate and the author of the letter. Shareholders may
also nominate candidates who are not first recommended to the nominating & governance committee by following procedures set forth in our
bye-laws.

To be considered by the nominating & governance committee, a director nominee must have experience as a board member or senior officer of a
company in the healthcare or other industries, have a strong financial background, be a leading participant in another field relative to the
Company�s business or have achieved national prominence in a relevant field as a faculty member, professional or government official. In
addition to these minimum requirements, the committee seeks director candidates based on a number of qualifications, including their
independence, knowledge, judgment, leadership skills, education, experience, financial literacy, standing in the community and ability to foster a
diversity of backgrounds and views and complement the Board�s existing strengths.

The Board of Directors and the nominating & governance committee begin the process of identifying and evaluating director nominees by
seeking recommendations from a wide variety of contacts, including current executive officers and directors and industry, academic and
community leaders. The Board or the committee may retain a search firm to identify and screen candidates, conduct reference checks, prepare
biographies for review
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by the committee and the Board and assist in setting up interviews. The committee and one or more of the Company�s other directors interview
candidates, and the committee selects nominees that best suit the Company�s needs.

Audit Committee

The audit committee is primarily responsible for approving the services performed by the Company�s independent auditors and reviewing the
Company�s accounting practices and systems of internal accounting controls. This committee, currently consisting of Mr. Mendell, Mr. Andress
and Mr. Zenner, held eight meetings during 2004. Each member of the audit committee is �independent� as defined in the listing standards of The
Nasdaq Stock Market. The Board of Directors has determined that each of Messrs. Mendell, Andress and Zenner is an �audit committee financial
expert� as defined by the rules of the Securities and Exchange Commission. The Board of Directors has adopted a written charter for the audit
committee, a copy of which is available on the Company�s website at www.xoma.com.

In accordance with rules established by the Securities and Exchange Commission, the audit committee has prepared the following report for
inclusion in this proxy statement:

As part of its ongoing activities, the audit committee has:

� met with management periodically to consider the adequacy of the Company�s internal controls and the objectivity of its financial
reporting, and discussed these matters with the Company�s independent auditors and with appropriate Company financial personnel;

� regularly met privately with the independent auditors, who have unrestricted access to the committee;

� recommended the appointment of the independent auditors and reviewed periodically their performance and independence from
management;

� reviewed the Company�s financing plans and reported recommendations to the full Board of Directors for approval and to authorize
action;

� reviewed and discussed with management the Company�s audited consolidated financial statements for the fiscal year ended December
31, 2004;

� discussed with the independent auditors the matters required to be discussed by Statement on Auditing Standards No. 61,
Communications with Audit Committees, as amended; and

� received the written disclosures and the letter from the independent auditors required by Independence Standards Board Standard No. 1,
Independence Discussions with Audit Committees, and discussed with the independent auditors their independence.

Based on the review and discussions referred to above, the audit committee recommended to the Board of Directors that the audited consolidated
financial statements be included in the Company�s Annual Report on Form 10-K for the fiscal year ended December 31, 2004.
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Steven C. Mendell

James G. Andress

Patrick J. Zenner
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ITEM 2�APPOINTMENT OF INDEPENDENT AUDITORS

The Board of Directors, on the recommendation of its audit committee, recommends the appointment of Ernst & Young LLP (�Ernst & Young�) to
serve as the Company�s independent auditors for 2005. Ernst & Young has been acting as the Company�s independent auditors since fiscal year
1998.

Audit Fees.    The aggregate fees billed for each of the 2003 and 2004 fiscal years for professional services rendered by Ernst & Young for the
audit of the Company�s annual financial statements, review of financial statements included in the Company�s Form 10-Q, services that are
normally provided by Ernst & Young in connection with statutory and regulatory filings or engagements and, in the case of 2004, for attestation
services related to Sarbanes-Oxley compliance for those fiscal years were $392,000 and $863,000, respectively.

Audit-Related Fees.    The aggregate fees billed in each of the 2003 and 2004 fiscal years for audit related services by Ernst & Young were
$35,000 and $15,000, respectively. The services comprising the fees disclosed under this category were related to Ernst & Young�s audit of the
Company�s deferred savings plan and accounting consultations regarding and review of internal controls not required by statute or regulation.

Tax Fees.    The aggregate fees billed in each of the 2003 and 2004 fiscal years for professional services rendered by Ernst & Young for tax
compliance, tax advice and tax planning were $39,000 and $13,000, respectively. The services comprising the fees disclosed under this category
were preparation of the 2003 foreign tax returns and tax consultations in 2003 and 2004.

All Other Fees.    There were no fees billed in each of the 2003 and 2004 fiscal years for products and services provided by Ernst & Young
other than the services reported in the three immediately preceding paragraphs.

The audit committee considered whether the provision of the services covered in the four immediately preceding paragraphs of this section is
compatible with maintaining Ernst & Young�s independence.

The audit committee�s policy is to pre-approve all audit and permissible non-audit services provided by the Company�s independent accountants.
Pre-approval is generally provided for up to one year, is detailed as to the particular service or category of services and is generally subject to a
specific budget. The committee may also pre-approve particular services on a case-by-case basis. In assessing requests for services by the
independent accountants, the committee considers whether such services are consistent with the auditor�s independence, whether the independent
accountants are likely to provide the most effective and efficient service based on their familiarity with the Company, and whether the service
could enhance the Company�s ability to manage or control risk or improve audit quality. The committee has delegated pre-approval authority to
its chairman, who must report any decisions to the committee at its next scheduled meeting.

The recommendation to appoint Ernst & Young and the authorization of the Board of Directors to agree to Ernst & Young�s fee are being
submitted to the shareholders at the annual general meeting. If such appointment is not made, the Board of Directors will consider other auditors
for appointment. The Board of Directors recommends a vote �FOR� the appointment of Ernst & Young as the Company�s independent auditors for
the 2005 fiscal year and the authorization of the Board of Directors to agree to Ernst & Young�s fee.

A representative of Ernst & Young is expected to be present at the meeting with an opportunity, if desired, to make a statement and to respond to
your questions.
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ITEM 3�RECEIPT OF AUDITED FINANCIAL STATEMENTS

In accordance with Bermuda company law and practice, the Company�s audited financial statements for fiscal year 2004 will be laid before the
annual general meeting. No shareholder action is required in connection therewith.

ITEM 4�INCREASE IN THE NUMBER OF AUTHORIZED

COMMON SHARES AND SHARE CAPITAL

Background

Currently, the Company is authorized to issue 135,000,000 Common Shares in the aggregate. On February 23, 2005, the Board of Directors
unanimously approved a proposal to increase the Company�s authorized share capital by the creation of an additional 75,000,000 Common
Shares.

On April 1, 2005, the Company had issued and outstanding 86,252,640 Common Shares. As of that date, the Company had reserved
approximately 44,689,183 shares for issuance upon exercise of outstanding convertible notes, options, warrants and preference shares and in
connection with existing share-based compensation and benefit plans. Consequently, the Company has approximately 4,058,177 shares available
for other issuances.

Effects of Adoption of the Proposal

The adoption of this proposal would increase the authorized share capital of the Company from US$117,500, consisting of 135,000,000
Common Shares and 1,000,000 Preference Shares, to US$155,000, consisting of 210,000,000 Common Shares (with identical rights and ranking
to the existing Common Shares) and 1,000,000 Preference Shares. The additional Common Shares for which authorization is sought would be
part of the existing class of Common Shares, and, to the extent issued, would have the same rights and privileges as the Common Shares
currently outstanding. No holder of the Common Shares is entitled to any preemptive right to subscribe for or purchase any shares or other
securities of the Company. The issuance of a substantial amount of Common Shares or the granting of an option to purchase a substantial
amount of Common Shares could have a potential anti-takeover effect with respect to the Company which may make it more difficult to effect a
change in control of the Company (for example, by decreasing the percentage of share ownership of those persons seeking to obtain control),
although the Board of Directors is not presenting the proposal for that reason and does not anticipate using the newly authorized shares for such
a purpose. Under applicable law, the Board of Directors is required to make any determination to issue such shares based on its judgment at the
time of such issuance as to the best interest of the Company.

Approval of the proposal would not affect the number of authorized preference shares or the number of shares issuable under any of the
Company�s existing share-based compensation or benefit plans.

Recommendation
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The Company has approximately 4,058,177 Common Shares available for future option grants, issuances of warrants, preferences shares,
financings and other issuances. The Board of Directors of the Company considers it necessary and in the best interests of the Company to have a
sufficient number of Common Shares available for issuance in order to provide the Company with business and financing flexibility. The Board
also believes in the importance of share-based compensation and benefits plans to align employee and shareholder interests and to continue to
attract and retain the services of outstanding employees. Common Shares may be issued by the Company in connection with future strategic
business collaborations or equity financings, upon conversion or exchange of outstanding securities. The Company is also obligated to reserve
shares for issuance to certain existing investors. Except as referred to herein, there are currently no agreements or understandings regarding the
issuance of any of the additional Common Shares that would become available if the Company�s authorized share capital is increased as
proposed. For these reasons, the Board unanimously recommends a vote �FOR� approval. Approval of the increase requires the affirmative vote
of the holders of a majority of the votes cast at the annual general meeting on the proposal.
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EQUITY COMPENSATION PLAN INFORMATION

We show below information as of December 31, 2004 on equity compensation plans under which our common shares are authorized for
issuance.

Plan category

Number of securities to be
issued upon exercise of

outstanding options,
warrants and rights

(a)

Weighted-average exercise
price of outstanding options,

warrants and
rights

(b)

Number of securities remaining
available for future issuance
under equity compensation
plans (excluding securities

reflected in column (a))
(c)

Equity compensation plans
approved by security holders 5,774,555 $ 5.482 31,656,276
Equity compensation plans not
approved by security holders 15,000 $ 4.699 70,485

Total 5,789,555 $ 5.480 31,726,761

COMPLIANCE WITH SECTION 16(a) OF THE SECURITIES EXCHANGE ACT OF 1934

Section 16(a) of the Securities Exchange Act of 1934 requires the Company�s executive officers and directors to file initial reports of ownership
and changes in ownership with the SEC and The Nasdaq Stock Market. Such executive officers and directors are required by SEC regulations to
furnish the Company with copies of all Section 16(a) forms they file. Based on a review of the copies of the forms furnished to the Company and
written representations from the Company�s executive officers and directors, other than Messrs. Bowes and Van Ness who each filed late with
respect to one transaction reportable on Form 4, all persons subject to the reporting requirements of Section 16(a) filed the required reports with
respect to 2004 on a timely basis.

OTHER MATTERS

The Board of Directors does not know of any matters to be presented at this annual general meeting other than those set forth in this proxy
statement and in the notice accompanying this proxy statement. If other matters should properly come before the meeting, it is intended that the
proxy holders will vote on such matters in accordance with their best judgment.

It is important that your Common Shares be represented at the meeting, regardless of the number of Common Shares which you hold. You are,
therefore, urged to promptly execute and return the accompanying proxy in the postage prepaid envelope which has been enclosed for your
convenience or appoint a proxy by telephone or through the Internet.

SHAREHOLDER PROPOSALS AND OTHER COMMUNICATIONS
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A shareholder who intends to present a proposal at the 2006 meeting of shareholders must submit such proposal by November 30, 2005, to the
Company for inclusion in the Company�s 2005 proxy statement and proxy card relating to such meeting. The proposal must be mailed to the
Company�s principal office, at 2910 Seventh Street, Berkeley, California 94710, Attention: Secretary. Under Bermuda law, shareholders holding
not less than 5% of the total voting rights or 100 or more registered shareholders together may require the Company to give notice to
shareholders of a proposal to be submitted at an annual general meeting. Generally, notice of such a proposal must be received at our registered
office in Bermuda not less than six weeks before the date of the meeting and must otherwise comply with the requirements of Bermuda law.

17

Edgar Filing: XOMA LTD /DE/ - Form DEF 14A

32



For all other shareholder communications with the Board of Directors or a particular director, a shareholder may send a letter to the Company�s
principal office, at 2910 Seventh Street, Berkeley, California 94710, Attention: Secretary. The mailing envelope must contain a clear notation
indicating that the enclosed letter is a �Shareholder-Board Communication� or �Shareholder-Director Communication.� The letter must identify the
author as a shareholder and clearly state whether the intended recipients are all members of the Board of Directors or just certain specified
individual directors.

By Order of the Board of Directors,

Christopher J. Margolin

Secretary

April 12, 2005

Berkeley, California
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Based on the March 31, 2006, value of $7.75 per share, minus the average per share exercise price of $3.21 multiplied by the number of shares
underlying the options and warrants.

Employment and Consulting Agreement with Mr. Thompson

Immtech entered into an employment agreement with Mr. Thompson in April of 1991 pursuant to which we retained Mr. Thompson as our
President and Chief Executive Officer at an annual base salary of $150,000 (subject to annual adjustment by the board), plus certain fringe
benefits and reimbursement for related business expenses. The agreement, which includes confidentiality and non-disclosure provisions, also
grants to Mr. Thompson the right to receive an annual bonus to be established by the board in an amount not to exceed 60% of his annual base
salary for each such year; however, Mr.Thompson has not received a bonus pursuant to the agreement.

Effective September 1, 2004, the Company�s compensation committee increased Mr. Thompson�s base salary from $210,000 to $263,294
annually and on September 8, 2004 granted to him incentive options to purchase 40,000 shares of the Company�s common stock exercisable at
$9.41. The options vest ratably over two years and expire on the day before the 10th anniversary of the date of grant.

In January 2006, Eric Sorkin became Immtech�s Chief Executive Officer, and in May 2006, Mr. Thompson retired as President of Immtech and
from its board of directors. On May 1, 2006, Mr. Thompson entered into a retirement and consulting agreement with Immtech (the �Consulting
Agreement�). Pursuant to the Consulting Agreement, Mr. Thompson will serve as a consultant to Immtech with respect to various matters
through March 31, 2007. Mr. Thompson also agreed not to sell his common stock until March 31, 2007, except that he may sell 94,457
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shares as of July 28, 2006, and he will be able to sell an additional 94,457 shares if Immtech�s common stock closes at or above $15.00 for 20
consecutive trading days. Under the terms of the Consulting Agreement, Immtech will continue to pay Mr. Thompson his base salary and he is
entitled to medical, dental, life insurance and 401(k) benefits through March 31, 2007. Options previously granted to Mr. Thompson will
continue to vest pursuant to their original terms. In addition, under the terms of the Consulting Agreement, Immtech granted Mr. Thompson
options to purchase 56,000 shares of common stock, exercisable at $7.35 per share for a term of six years from the date of grant (May 1, 2006),
which shall vest upon the attainment of certain milestones on or before October 31, 2007. Mr. Thompson is also entitled to elect up to 18 months
of COBRA (the Consolidated Omnibus Budget Reconciliation Act) coverage, and he may purchase up to seven additional months of coverage.
Under the terms of the Consulting Agreement, Mr. Thompson�s non-compete agreement was amended to provide that he may not, through
May 31, 2007, compete with Immtech in a competitive business in the development, manufacture, assembly, promotion, marketing or sale of
pharmaceutical products based on dication technology.

Employment Agreement with Mr. Sorkin

Upon becoming the Company�s Chief Executive Officer in January 2006, Mr. Sorkin elected to provide services to the Company without
receiving an annual salary. On December 20, 2006, the Company and Mr. Sorkin entered into an employment agreement pursuant to which Mr.
Sorkin was engaged as the Company�s Chief Executive Officer through March 31, 2007, with annual automatic renewals, unless either party
provides not less than 30 days written notice. Mr. Sorkin is entitled to receive an annual cash salary of $375,000 beginning on April 1, 2007. In
connection with the employment agreement, he also received a stock option to purchase up to 325,000 shares of the Company�s common stock
for an exercise price equal to $9.01, the closing price of our common stock on the date the agreement was signed. The stock option was granted
under the 2006 Plan but is subject to the approval of the stockholders at the annual meeting of stockholders. The option is immediately
exercisable with respect to 175,000 shares, will vest with respect to 75,000 shares on January 1, 2007 and with respect to 75,000 on March 31,
2007. Under the terms of the agreement, Mr. Sorkin also may receive (i) a cash bonus of up to 60% of his base salary beginning with the fiscal
year ended March 31, 2008, based on milestones set in the sole discretion of the Compensation Committee or in the discretion of the
Compensation Committee together with the other independent members of the board of directors (as directed by the board) and (ii) an annual
bonus of stock options of up to 150,000 per year in the sole discretion of the Compensation Committee or in the discretion of the Compensation
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Committee together with the other independent members of the board of directors (as directed by the board).

If Mr. Sorkin is terminated without cause (as defined) or resigns for good reason (as defined), then he will be entitled to receive (i) six months
severance based on his then current base salary (or based on an annual salary of $375,000 if such termination or resignation occurs before Mr.
Sorkin�s salary commences on April 1, 2007), (ii) benefits for 12 months, (iii) cash bonus on the date he otherwise would have received it,
(iv) vesting of all stock options and (v) the right to exercise all of his outstanding stock options through the end of their respective terms. In the
event of Mr. Sorkin�s death, his estate is entitled to (i) 12 months of base salary, (ii) benefits for 12 months, (iii) vesting of all outstanding stock
options, (iv) pro rata share of
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cash bonus through date of death, and (v) the right to exercise the options through the end of their respective terms. If Mr. Sorkin becomes
disabled (as defined) he is entitled to receive (i) 12 months of his base salary (paid out of disability insurance to the extent available),
(ii) benefits for 12 months, (iii) pro rata share of cash bonus through the date of disability, (iv) vesting of all outstanding stock options and
(v) the right to exercise the stock options through the end of their respective terms. In the event there is a change in control of the Company (as
defined), whether or not Mr. Sorkin�s employment is terminated, all outstanding stock options will vest.

Director Compensation for Fiscal Year Ended March 31, 2006

We compensate non-employee directors for their service as a member of the board of directors through the grant to each such director of 20,000
options to purchase shares of common stock upon joining the board. In addition, each non-employee director receives options to purchase
15,000 shares of common stock for each subsequent year of board service, options to purchase 3,000 shares of common stock for each year of
service on each board committee and options to purchase 1,000 shares of common stock for each board committee chaired. Such options are
generally granted at fair market value on the date of grant, vest ratably over 2 years and expire 10 years from the date of grant. We also
reimburse the directors for out-of-pocket expenses incurred in connection with their service as directors.

On January 25, 2006, Mr. Eric L. Sorkin was granted options to purchase a total of 20,834 shares of common stock for his board service during
the fiscal year ended March 31, 2006. He received (i) 15,000 for one year of service on the board and (ii) 5,834 for board committee
appointments, including 5,000 for serving 10 months on our audit committee and compensation committee and 834 for chairing the audit
committee for 10 months; such options have an exercise price of $7.85, an exercise period of ten years and vest ratably over 24 months.

On January 25, 2006, Dr. Harvey R. Colten was granted options to purchase a total of 22,000 shares of common stock for his board service
during fiscal year ended March 31, 2006. He received (i) 15,000 for one year of service on the board and (ii) 7,000 for board committee
appointments, including 3,000 for each one-year appointment to our audit committee and nominating committee and 1,000 for chairing the
nominating committee; such options have an exercise price of $7.85, an exercise period of ten years and vest ratably over 24 months.

On January 25, 2006, Ms. Judy Lau was granted an option to purchase 21,167 shares of common stock for her board service during fiscal year
ended March 31, 2006. With respect to the 21,167 share option tranche, she received (i) 15,000 for one year of service on the board and
(ii) 6,167 for board committee appointments, including 3,000 for each one-year appointment to our audit committee and compensation
committee and 167 for chairing the audit committee for two months; such options have an exercise price of $7.85, an exercise period of ten years
and vest ratably over 24 months.

On January 25, 2006, Dr. Levi H.K. Lee was granted an option to purchase 19,000 shares of common stock for his board service during fiscal
year ended March 31, 2006. With respect to the 19,000 share option tranche, he received (i) 15,000 for one year of service on the board and
(ii) 4,000 for board committee appointments, including 3000 for a one-year appointment to our nominating committee, 500 for serving on the
compensation committee for two months and 500
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for serving on the audit committee for two months; such options have an exercise price of $7.85, an exercise period of ten years and vest ratably
over 24 months.

On January 25, 2006, Mr. Frederick W. Wackerle was granted options to purchase a total of 22,000 shares of common stock for his board
service during the fiscal year ended March 31, 2006. He received (i) 15,000 for one year of service on the board and (ii) 7,000 for board
committee appointments, including 3,000 for each one-year appointment to our nominating committee and compensation committee and 1,000
for chairing our compensation committee; such options have an exercise price of $7.85, an exercise period of ten years and vest ratably over 24
months.
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COMPENSATION COMMITTEE REPORT

The compensation committee of the board of directors consists of Judy Lau (chair), Harvey Colten and Frederick Wackerle, each of
whom is independent consistent with the American Stock Exchange�s listing standards. The committee reviews and determines salaries
and other benefits for Immtech�s executives, and reviews and determines the employees to whom stock-based compensation is granted.
The guiding principles of the committee are as follows:

�     To provide a reasonable level of compensation sufficient to attract and retain executive personnel best suited by training, ability and
other relevant criteria for the management requirements of our company,

�     To balance base compensation and, if applicable, incentive compensation (contingent upon performance) for the purpose of
motivating executive personnel, and

�     To determine the extent and method of aligning the financial interest of our executive personnel with the interest of our stockholders
in the appreciation of their investment.

Because employees are key to Immtech�s success, the committee believes in providing competitive compensation and benefits that will
enable Immtech to attract and retain a talented and diverse work force. The guiding principle of the committee is to provide a program
that enables Immtech to retain and motivate a team of high quality executives who will create long-term stockholder value. In addition,
the committee believes that rewards should be proportional to each executive�s contribution to Immtech�s success. However, given
Immtech�s stage of development and its desire to conserve cash, cash bonuses are generally not awarded.

Periodically, for the purpose of benchmarking executive compensation, including compensation for our chief executive officer, the
committee reviews the compensation practices of a group of public companies that are biotechnology and pharmaceutical companies
that are believed to be generally comparable to Immtech. The companies comprising this group are not necessarily included within the
peer group index reflected in the performance graph illustrated in this proxy statement.

Components of Executive Compensation

Base Salary

Base salary is comprised of baseline cash compensation and is determined by the competitive market, though not targeted at any
particular level within the group of companies considered, and by the individual�s performance. In general, base salary is determined
based on a subjective assessment of the executive�s performance, Immtech�s performance generally and Immtech�s needs. We believe that
current salaries approximate salary levels for the group of companies surveyed.

Long-Term Incentive Awards

Consistent with its belief that equity ownership by senior management is beneficial in
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aligning the interests of senior management with those of the stockholders, Immtech provides potentially significant long-term
incentive opportunities to its senior management through discretionary grants of stock options, thereby emphasizing the potential
creation of long-term stockholder value. The committee considers stock options to be effective long-term incentives because an
executive can profit only if the value of the common stock increases. In fiscal year 2006, stock options were granted under the 2000
Plan as an incentive to aid in the retention of the executive officers and to align their interests with those of Immtech�s stockholders and,
for the same reasons, it is expected that additional stock options will be granted under the 2006 Plan if it is approved by Immtech�s
stockholders. The number of shares subject to each stock option grant is within the discretion of the committee and is based upon the
committee�s subjective assessment of Immtech�s performance, its future prospects, an executive officer�s current level of ownership of
our common stock, the period during which an executive officer has been in a key position with Immtech, individual performance and
competitive practices within the comparative group of companies.

Compensation of Current Chief Executive Officer. Eric Sorkin has not received any salary since he became chief executive officer of
Immtech. In January 2006, Immtech granted to Mr. Sorkin stock options to purchase 20,834 shares of Immtech common stock, at fair
market value on the date of grant, for his services as an Immtech director prior to becoming chief executive officer of Immtech, but he
received no other compensation during fiscal year 2006. In October 2006, Immtech also granted to Mr. Sorkin stock options to purchase
75,000 shares of Immtech common stock, at fair market value on the date of grant. On December 20, 2006, Immtech entered into an
employment agreement with Mr. Sorkin pursuant to which Mr. Sorkin will receive an annual base salary of $375,000 beginning on
April 1, 2007. He also received 325,000 stock options under the terms of the employment agreement. The committee used the
compensation practices described above to determine Mr. Sorkin�s compensation set forth in his employment agreement. See
�Employment and Consulting Agreement� above for a description of Mr. Sorkin�s employment agreement.

Compensation of Former Chief Executive Officer. T. Stephen Thompson, our former chief executive officer, served as chief executive
officer and as a member of the board of directors since 1991. He retired effective May 1, 2006. The committee used the compensation
practices described above to determine his compensation for fiscal year 2006. His base salary was fixed at $263,293 effective
September 2004, and remained unchanged through Mr. Thompson�s retirement date. Mr. Thompson received no equity awards in fiscal
year 2006 and received no bonus for fiscal year 2006. In setting both the cash and equity elements of Mr. Thompson�s compensation for
fiscal year 2006, the committee made an overall assessment of Mr. Thompson�s contribution to Immtech, his compensation for fiscal
year 2005, and the achievement of certain business objectives of Immtech. See �Employment and Consulting Agreement� above for a
description of the consulting agreement Immtech entered into with Mr. Thompson upon his retirement.

Section 162(m) of the Internal Revenue Code. Section 162(m) of the Internal Revenue Code generally denies a deduction to any
publicly held corporation for certain types of compensation paid to its chief executive officer and its four other highest-paid executive
officers to the extent that any such individual�s compensation exceeds $1 million. Section 162(m) excludes performance based
compensation from its deductibility limits. Compensation realized
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upon the exercise of stock options is considered performance based if, among other requirements, the plan pursuant to which the
options are granted has been approved by the a company�s stockholders and has a limit on the total number of shares that may be
covered by options issued to any plan participant in any specified period. Options granted under the 2000 Plan are considered
performance based. If the 2006 Plan is approved by the Company�s stockholders, stock options granted under the 2006 Plan will also be
considered performance based. Therefore any compensation realized upon the exercise of stock options granted under the 2000 Plan or
the 2006 Plan will be excluded from the deductibility limits of Section 162(m). The Compensation Committee believes that while tax
deductibility is an important factor, it is not the sole factor to be considered in setting executive compensation policy. Nevertheless, the
Compensation Committee intends to continue to evaluate the Company�s compensation programs in light of the Section 162(m)
requirements.
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Respectfully submitted,
The Compensation Committee                December 20, 2006

Judy Lau (Chair)
Harvey R. Colten
 Frederick Wackerle
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Stock Performance Graph

The following graph shows a comparison of cumulative total stockholder returns for Immtech�s common stock, the S&P 500 Index and the Peer
Group. The graph assumes the investment of $100 on April 02, 2001, and the reinvestment of all dividends. The performance shown is not
necessarily indicative of future performance.
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The information contained in the graph above shall not be deemed to be �soliciting material� or to be �filed� with the SEC, nor shall such
information be incorporated by reference into any future filing under the Securities Act of 1933, as amended, or the Securities Exchange Act of
1934, as amended, or subject to Regulation 14A or 14C promulgated under the Exchange Act, other than as provided in Item 402 of the SEC�s
Regulation S-K, or to the liabilities of Section 18 of the Exchange Act, except to the extent that Immtech specifically requests that the
information be treated as soliciting material or specifically incorporates it by reference in such filing.
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TOTAL STOCKHOLDER RETURNS

Total Return To Stockholder�s

(Dividends reinvested monthly)

ANNUAL RETURN PERCENTAGE
YEARS ENDED

Company Name / Index Mar 02 Mar 03 Mar 04 Mar 05 Mar 06
Immtech Pharmaceuticals, Inc. -16.51 -6.25 311.58 -32.93 -37.59
S&P 500 Index 0.24 -24.77 35.13 6.69 11.73
Peer Group -24.03 -68.34 158.50 0.30 28.23

Base Period
INDEXED RETURNS
YEARS ENDED

Company Name / Index April 01 Mar 02 Mar 03 Mar 04 Mar 05 Mar 06
Immtech Pharmaceuticals, Inc. $100 $  83.49 $ 78.27 $ 322.14 $ 216.07 $ 134.85
S&P 500 Index 100 100.24 75.41 101.91 108.72 121.47
Peer Group 100 75.97 24.05 62.18 62.36 79.97
Peer Group Companies

Cubist Pharmaceuticals, Inc. (NASDAQ: CBST)

EntreMed, Inc. (NASDAQ: ENMD)

Encysive Pharmaceuticals, Inc. (NASDAQ: ENCY)
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Security Ownership of Certain Beneficial Owners, Directors and Management

The following table sets forth, as of December 1, 2006, certain information regarding the beneficial ownership (as defined in Rule 13d-3 under
the Securities Exchange Act of 1934, as amended (the �Exchange Act�)) of our common stock based upon the most recent information available to
us for (i) each person known by us to own beneficially more than five (5%) percent of our outstanding common stock, (ii) each director,
(iii) each person listed in the �Summary Compensation Table� above and (iv) all executive officers and directors as a group. Except as otherwise
indicated, each listed stockholder directly owned his or her shares and had sole voting and investment power. Unless otherwise noted, the
address for each person listed below is Immtech Pharmaceuticals, Inc., One North End Avenue, New York, NY 10282.

Name and Address

Number of Shares
of Common Stock
Beneficially Owned

Percentage of Outstanding
Shares
of Common Stock

Eric L. Sorkin(1) 443,511 3.06%
Cecilia Chan(2) 364,463 2.53%
Gary C. Parks(4) 118,177 *
Carol Ann Olson, M.D., Ph.D.(3) 45,416 *
Harvey R. Colten, MD(5) 90,088 *
Judy Lau(6) 72,584 *
Levi H.K. Lee, MD(7) 269,524 1.90%
Donald F. Sinex(8) 64,193 *
Frederick W. Wackerle(9) 151,378 1.07%
T. Stephen Thompson(10) 518,712 3.62%
Dina Grinshpun(11) 10,000 *
All executive officers and directors as a
group (9 persons) (12) 1,619,334 10.55%

* Less than one percent.
(1) Includes (i) 56,618 shares of common stock; (ii) 20,362 shares of common stock issuable upon the conversion of series A preferred stock;

(iii) 53,267 shares of common stock issuable upon the conversion of series E preferred stock; (iv) 221,500 shares of common stock
issuable upon the exercise of warrants; and (v) 91,764 shares of common stock issuable upon the exercise of options.

(2) Includes (i) 56,795 shares of common stock; (ii) 5,781 shares of common stock issuable upon the conversion of series B preferred stock;
(iii) 225,512 shares of common stock issuable upon the exercise of options; and (iv) 76,375 shares of common stock issuable upon the
exercise of options.

(3) Includes 45,416 shares of common stock issuable upon the exercise of options.
(4) Includes (i) 21,970 shares of common stock; (ii) 2,262 shares of common stock issuable upon the conversion of series A preferred stock;

(iii) 1,000 shares of common stock issuable upon the exercise of warrants; and (iv) 92,945 shares of common stock issuable upon the
exercise of options.

(5) Includes 1,088 shares of common stock and 89,000 shares of common stock issuable upon the exercise of options.
(6) Includes 72,584 shares of common stock issuable upon the exercise of options.
(7) Includes (i) 140,675 shares of common stock; (ii) 11,312 shares of common stock issuable upon the conversion of series A preferred

stock; (iii) 52,037 shares of common stock issuable upon the conversion of series C preferred stock; and (iv) 65,500 shares of common
stock issuable upon the exercise of options.
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Includes (i) 36,636 shares of common stock; (ii) 21,307 shares of common stock issuable upon the conversion of series E preferred stock;
(iii) 3,750 shares of common stock issuable upon the exercise of warrants as follows; and (iv) 2,500 shares of common stock issuable upon
the exercise of options.

(9) Includes (i) 38,026 shares of common stock; (ii) 7,102 shares of common stock issuable upon the conversion of series E preferred stock;
(iii) 7,250 shares of common stock issuable upon the exercise of warrants; and (iv) 99,000 shares of common stock issuable upon the
exercise of options.

(10) Includes (i) 262,427 shares of common stock; (ii) 5,000 shares of restricted common stock; (iii) 45,249 shares of common stock issuable
upon the conversion of series A preferred stock; (iv) 12,500 shares of common stock issuable upon the conversion of series B preferred
stock; (v) 2,841 shares of common stock issuable upon the conversion of series E preferred stock; (vi) 25,500 shares of common stock
issuable upon the exercise of warrants; and (vii) 165,195 shares of common stock issuable upon the exercise of options.

(11) Includes 10,000 shares of common stock issuable upon the exercise of options.
(12) See footnotes one through nine.
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PROPOSAL 2

ADOPTION OF PROPOSED AMENDMENT TO THE

AMENDED AND RESTATED CERTIFICATE OF INCORPORATION

TO ELIMINATE THE LIMITATION ON THE NUMBER OF DIRECTORS AND TO PROVIDE THAT THE NUMBER OF
DIRECTORS SHALL BE FIXED BY RESOLUTIONS OF THE BOARD OF DIRECTORS.

Article Fifth of Immtech�s certificate of incorporation (the �Certificate�) currently states in its entirety as follows: �The board of directors of the
Corporation shall consist of not more than seven members.� Immtech�s board of directors has unanimously approved and recommended for
stockholder approval an amendment to the Certificate (the �Certificate Amendment�) that would replace the current Article Fifth of the Certificate
in its entirety with the following: �The number of directors shall be fixed from time to time in the manner provided in the By-Laws.� Immtech�s
By-Laws provide that the number of directors shall be established from time to time by resolution of the board of directors, and the current
number of directors has been set at seven by resolution of the board. Thus, the effect of the amendment would be to provide Immtech�s board of
directors with the ability to increase the number of directors beyond the seven director maximum currently in place without seeking stockholder
approval to do so. We have no current intentions or understandings to nominate any particular person to increase the size of the board of
directors beyond the seven currently permitted. However, as stated above, due to the resignation of Frederick Wackerle when his term expires at
the annual meeting, we are currently selecting a qualified candidate to add to our board of directors, which would bring the number of directors
back to seven after the annual meeting. As of the date of the proxy statement, we have not made any decisions in this regard.

The proposed Certificate Amendment would allow Immtech to appoint additional qualified directors if it so choose. The board of directors
believes that the availability of additional director positions will provide it with the flexibility to identify and recruit key individuals whose
industry knowledge and expertise will benefit Immtech by contributing to discussions regarding, among other things, whether the Company
should establish strategic relationships with other companies or take other proper corporate action. Furthermore, the Certificate Amendment, if
adopted, will provide the board of directors with greater flexibility in determining the size of the board without further stockholder approval.

The proposed Certificate Amendment could, under certain circumstances, have an anti-takeover effect, although that is not the intention of this
proposal. For example, in the event of a hostile attempt to take over control of the Company, it may be easier for Immtech to impede the attempt
by increasing the size of its board, since doing so would require more directors to vote in favor of the take-over attempt. The Certificate
Amendment, therefore, may have the effect of discouraging unsolicited takeover attempts. By potentially discouraging initiation of any such
unsolicited takeover attempt, the proposed Amendment may limit the opportunity for Immtech�s stockholders to dispose of their shares at the
higher price generally available in takeover attempts or that may be available under a merger proposal. The board of directors is not, however,
aware of any attempt to take control of the Company and the board of directors has not presented this proposal with the intent that it be utilized
as a type of anti-takeover device.
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Vote Required for Approval

The affirmative vote of a majority of the shares entitled to vote is required to approve the proposed amendment to the certificate of
incorporation.

THE BOARD OF DIRECTORS UNANIMOUSLY

RECOMMENDS THAT YOU VOTE �FOR� THE

APPROVAL OF THIS PROPOSAL 2
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PROPOSAL 3

ADOPTION OF 2006 PLAN

Background

Since its inception, our board of directors has relied upon stock options and restricted stock to attract and retain outstanding individuals to serve
as the Company�s directors, executive officers, employees and consultants, and to align their interests with the interests of the Company�s
stockholders. The primary vehicle for this form of compensation currently is the Company�s Third Amended and Restated 2000 Stock Incentive
Plan (the �2000 Plan�). The Company�s stockholders approved the 2000 Plan at the 2000 annual meeting held on October 12, 2000, reserving for
issuance pursuant to awards granted thereunder up to 350,000 shares of Common Stock. Subsequently, the Company�s stockholders approved
increases in the shares available under the 2000 Plan, most recently on November 12, 2004, when the number of shares available was increased
to 2,200,000.

As of December 20, 2006, there remained only 438,513 shares of Common Stock available for issuance pursuant to stock options and/or
restricted shares (collectively, �Awards�) granted under the 2000 Plan. Our board of directors has determined that the number of shares remaining
under the 2000 Plan is insufficient to continue to meet the Company�s needs of attracting and retaining directors, executive officers, employees
and consultants. As a result, on December 20, 2006, our board of directors adopted, subject to stockholder approval, the 2006 Stock Incentive
Plan (the �2006 Plan�). A copy of the 2006 Plan is set forth in full inAppendix A to this proxy statement. The 2006 Plan provides for the issuance
of up to 1,938,513 shares of Common Stock pursuant to awards of stock options and restricted shares. This number represents an additional
1,500,000 shares added to the 438,513 shares that remain available under the 2000 Plan. In addition, the 2006 Plan provides that up to 1,698,223
shares of Common Stock may become available for issuance upon the expiration, forfeiture or cancellation of currently outstanding awards
made under the 2000 Plan.

Upon receipt of stockholder approval of the 2006 Plan, the Company will not make any further awards under the 2000 Plan.

Stockholder approval of the 2006 Plan will enable the Company to make awards that qualify as performance-based compensation that is exempt
from the deduction limitation set forth under Section 162(m) of the Internal Revenue Code of 1986, as amended (the �Code�). Subject to certain
exceptions, Section 162(m) generally limits the corporate income tax deductions to $1,000,000 annually for compensation paid to each of the
Chief Executive Officer and the other four highest paid executive officers of the Company.

Shareholder approval of the 2006 Plan will not affect outstanding awards made under the 2000 Plan, which will remain in full force and effect.

The affirmative vote of the holders of a majority of the shares entitled to vote is required to approve the 2006 Plan.
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THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS

THAT YOU VOTE �FOR� THE APPROVAL OF THE IMMTECH

PHARMACEUTICALS, INC. 2006 STOCK INCENTIVE PLAN.

Summary of the 2006 Plan

The following summary is not intended to be complete and reference should be made to Appendix A for a complete statement of the terms and
provisions of the 2006 Plan. Capitalized terms used in this summary and not otherwise defined will have the meanings ascribed to such terms in
the 2006 Plan.

Purpose. The purpose of the 2006 Plan is to attract, retain and motivate select employees, officers, directors, consultants, and advisors of the
Company and its affiliates (referred to collectively as �eligible persons�).

Shares Subject to the 2006 Plan. The 2006 Plan provides that up to 1,938,513 shares of Common Stock may be issued pursuant to Awards under
the 2006 Plan. These shares shall be authorized but unissued shares, or shares that the Company has reacquired or otherwise holds in treasury or
in a trust. The number of shares available for Awards, as well as the terms of outstanding Awards, are subject to adjustment as provided in the
2006 Plan for stock splits, stock dividends, recapitalizations and other similar events. Shares of Common Stock that are subject to any Award
that expires, or is forfeited, cancelled or becomes unexercisable will again be available for subsequent Awards, except as prohibited by law. In
addition, the 2006 Plan provides that up to 1,698,223 shares of Common Stock may become available for issuance upon the expiration,
forfeiture or cancellation of currently outstanding awards made under the 2000 Plan.

Administration. Either our board of directors or a committee appointed by our board of directors will administer the 2006 Plan. The board of
directors and any committee exercising discretion under the 2006 Plan from time to time are referred to as the �Committee.� The Compensation
Committee of the board of directors is currently acting as the Committee for purposes of the 2006 Plan. The board of directors may at any time
appoint additional members to the Committee, remove and replace members of the Committee with or without cause, and fill vacancies on the
Committee. To the extent permitted by law, the Committee may authorize one or more persons who are reporting persons for purposes of
Rule 16b-3 under the Securities Exchange Act of 1934, as amended, (or other executive officers) to make awards to eligible persons who are not
reporting persons for purposes of Rule 16b-3 under the Securities Exchange Act of 1934, as amended (or other officers whom the Company has
specifically authorized to make awards). With respect to decisions involving an award intended to satisfy the requirements of Section 162(m) of
the Code, the Committee is to consist of two or more directors who are �outside directors� for purposes of that Code section. The Committee may
delegate administrative functions to individuals who are reporting persons for purposes of Rule 16b-3 of the Exchange Act, officers or
employees of the Company or its affiliates.

Subject to the terms of the 2006 Plan, the Committee has express authority to determine the eligible persons who will receive awards, the
number of shares of Common Stock to be covered by each award, and the terms and conditions of awards. The Committee has broad
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discretion to prescribe, amend, and rescind rules relating to the 2006 Plan and its administration, to interpret and construe the 2006 Plan and the
terms of all award agreements, and to take all actions necessary or advisable to administer the 2006 Plan. Within the limits of the 2006 Plan, the
Committee may accelerate the vesting of any award, allow the exercise of unvested awards, and may modify, replace, cancel or renew them.

The 2006 Plan provides that the Company and its affiliates will indemnify members of the Committee and their delegates against any claims,
liabilities or costs arising from the good faith performance of their duties under the 2006 Plan. The 2006 Plan releases these individuals from
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liability for good faith actions associated with the Plan�s administration.

Eligibility. The Committee may grant options that are intended to qualify as incentive stock options (�ISOs�) only to employees, and may grant all
other awards to eligible persons. The discussion below uses the term �participant� to refer to an eligible person who has received an award. The
2006 Plan provides that no participant may receive Options that relate to more than 500,000 Shares in any twelve month period. As of
December, 20, 2006, substantially all of the approximately 24 employees (including officers) of the Company and its affiliates and all five of the
Company�s non-employee directors would have been eligible to participate in the 2006 Plan.

Options. Options granted under the 2006 Plan provide participants with the right to purchase shares of Common Stock at a predetermined
exercise price. The Committee may grant options that are intended to qualify as ISOs or options that are not intended to so qualify (�Non-ISOs�).
The 2006 Plan also provides that ISO treatment may not be available for options that become first exercisable in any calendar year to the extent
the value of the underlying shares that are the subject of the option exceed $100,000 (based upon the Fair Market Value of the shares of
Common Stock on the option grant date).

Exercise Price for Options. The exercise price of Non-ISOs may not be less than 100% of the fair market value on the grant date of the shares of
Common Stock subject to the award (110% of fair market value for ISOs granted to employees who, at the time of grant, own more than 10% of
the Company�s outstanding shares of Common Stock; and 100% of fair market value for ISOs granted to all other employees). As of the record
date, the closing price of a share of Common Stock on the American Stock Exchange was $7.90 per share.

Exercise of Options. To the extent exercisable in accordance with the agreement granting them, an option may be exercised in whole or in part,
and from time to time during its term; subject to earlier termination relating to a holder�s termination of employment or service. The Committee
has the discretion to accept payment of the exercise price in any of the following forms (or combination of them): cash or check in U.S. dollars,
certain shares of Common Stock, and cashless exercise under a program the Committee approves. The term over which participants may
exercise options may not exceed ten years from the date of grant (five years in the case of ISOs granted to employees who, at the time of grant,
own more than 10% of the Company�s outstanding shares of Common Stock).

Subject to the terms of the applicable award agreement, the option may be exercised during the three-month period after the optionee retires,
during the one-year period after the
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optionee�s termination of service due to death or permanent disability, and during the 90-day period after the optionee�s termination of
employment without cause (but in no case later than the termination date of the option). The award agreements may, in the discretion of the
Committee, set forth additional or different terms and conditions applicable to such option upon a termination or change in status of the
employment or service of the option holder.

Restricted Shares. Under the 2006 Plan, the Committee may grant restricted shares that are forfeitable until certain vesting requirements are met.
For restricted shares, the 2006 Plan provides the Committee with discretion to determine the terms and conditions under which a participant�s
interests in such Awards becomes vested.

Whenever shares of Common Stock are delivered pursuant to these Awards, the participant will be entitled to receive additional shares of
Common Stock equal to the sum of (i) any stock dividends that the Company�s shareholders received between the date of the Award and issuance
or release of the shares of Common Stock and (ii) a number of additional shares of Common Stock equal to the shares of Common Stock that the
participant could have purchased at fair market value on the payment date of any cash dividends for shares of Common Stock if the participant
had received such cash dividends between its grant date and its settlement date.

Income Tax Withholding. As a condition for the issuance of shares pursuant to awards, the 2006 Plan requires satisfaction of any applicable
federal, state, local, or foreign withholding tax obligations that may arise in connection with the award or the issuance of shares.

Transferability. Awards may not be sold, pledged, assigned, hypothecated, transferred or disposed of other than by will or the laws of descent
and distribution, except to the extent the Committee permits lifetime transfers in the form of Non-ISOs or Restricted Shares to charitable
institutions, certain family members or related trusts, or as otherwise approved by the Committee.
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Certain Corporate Transactions. The Committee shall equitably adjust the number of shares covered by each outstanding award, and the number
of shares that have been authorized for issuance under the 2006 Plan but as to which no awards have yet been granted or that have been returned
to the 2006 Plan upon cancellation, forfeiture or expiration of an award, as well as the price per share covered by each such outstanding award,
to reflect any increase or decrease in the number of issued shares resulting from a stock split, reverse stock split, stock dividend, combination,
recapitalization or reclassification of the shares, or any other increase or decrease in the number of issued shares effected without receipt of
consideration by the Company. In the event of any such transaction or event, the Committee may provide in substitution for any or all
outstanding Options under the 2006 Plan such alternative consideration (including securities of any surviving entity) as it may in good faith
determine to be equitable under the circumstances and may require in connection therewith the surrender of all Options so replaced. In any case,
such substitution of securities will not require the consent of any person who is granted options pursuant to the 2006 Plan.

In addition, in the event or in anticipation of a Change in Control (as defined in the 2006 Plan), all outstanding stock options and restricted
shares shall immediately vest in full and no longer be subject to forfeiture provisions. In addition, the Committee may at any time in its sole
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and absolute discretion and authority, without obtaining the approval or consent of the Company�s stockholders or any participant with respect to
his or her outstanding awards (except to the extent an award provides otherwise), take one or more of the following actions: (a) arrange for or
otherwise provide that each outstanding award will be assumed or substituted with a substantially equivalent award by a successor corporation or
a parent or subsidiary of such successor corporation; (b) arrange or otherwise provide for payment of cash or other consideration to participants
in exchange for the satisfaction and cancellation of outstanding awards; or (c) terminate upon the consummation of the transaction, provided that
the Committee may in its sole discretion provide for vesting of all or some outstanding awards in full as of a date immediately prior to
consummation of the Change of Control. To the extent that an award is not exercised prior to consummation of a transaction in which the award
is not being assumed or substituted, such award shall terminate upon such consummation.

In the event of any distribution to the Company�s stockholders of securities of any other entity or other assets (other than dividends payable in
cash or stock of the Company) without receipt of consideration by the Company, the Committee may, in its discretion, appropriately adjust the
price per share covered by each outstanding award to reflect the effect of such distribution. Finally, if the Company dissolves or liquidates, all
awards will terminate immediately prior to such dissolution or liquidation, subject to the ability of the board of directors to exercise any
discretion that the board may exercise in the case of a Change in Control.

Term of the 2006 Plan; Amendments or Termination. The term of the 2006 Plan is ten years from the date the 2006 Plan is approved by the
Company�s stockholders. The board of directors may from time to time, amend, alter, suspend, discontinue or terminate the 2006 Plan; provided
that no amendment, suspension or termination of the 2006 Plan shall materially and adversely affect awards already granted (with such an affect
being presumed to arise from a modification that would trigger a violation of Section 409A of the Code) unless (1) it relates to an adjustment
pursuant to certain transactions that change the Company�s capitalization, (2) it is otherwise mutually agreed between the participant and the
Committee, or (3) the Committee determines in good faith, before a Change in Control, that the modification is not materially adverse to the
participant. Furthermore, neither the Company nor the Committee shall, without stockholder approval, allow for a repricing within the meaning
of the federal securities laws applicable to proxy statement disclosures. In addition, the Committee may not cancel an outstanding option whose
exercise price is greater than fair market value at the time of cancellation for the purpose of reissuing the option to the participant at a lower
exercise price or granting a replacement award of a different type. Notwithstanding the foregoing, the Committee may amend the 2006 Plan to
eliminate provisions which are no longer necessary as a result of changes in tax or securities laws or regulations, or in the interpretation thereof.

Expected Tax Consequences. The following is a brief summary of certain tax consequences of certain transactions under the 2006 Plan. This
summary is not intended to be complete and does not describe state or local tax consequences.

U.S. Federal Income Tax Consequences. Under the United States Internal Revenue Code, the Company will generally be entitled to a deduction
for federal income tax purposes at the same time and in the same amount as the ordinary income that participants recognize
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pursuant to awards (subject to the participant�s overall compensation being reasonable, and to the discussion below with respect to Code
section 162(m)). For participants, the expected U.S. federal income tax consequences of awards are as follows:

Non-ISOs. A participant will not recognize income at the time a Non-ISO is granted. At the time a Non-ISO is exercised, the participant will
recognize ordinary income in an amount equal to the excess of (a) the fair market value of the shares of Common Stock issued to the participant
on the exercise date, over (b) the exercise price paid for the shares. At the time of sale of shares acquired pursuant to the exercise of a Non-ISO,
the appreciation (or depreciation) in value of the shares after the date of exercise will be treated either as short-term or long-term capital gain (or
loss) depending on how long the shares have been held.

ISOs. A participant will not recognize income upon the grant of an ISO. There are generally no tax consequences to the participant upon exercise
of an ISO (except the amount by which the fair market value of the shares at the time of exercise exceeds the option exercise price is a tax
preference item possibly giving rise to an alternative minimum tax). If the shares of Common Stock are not disposed of within two years from
the date the ISO was granted or within one year after the ISO was exercised, any gain realized upon the subsequent disposition of the shares will
be characterized as long-term capital gain and any loss will be characterized as long-term capital loss. If both of these holding period
requirements are not met, then a �disqualifying disposition� occurs and (a) the participant recognizes ordinary income gain in the amount by which
the fair market value of the shares at the time of exercise exceeded the exercise price for the ISO and (b) any remaining amount realized on
disposition (except for certain �wash� sales, gifts or sales to related persons) will be characterized as capital gain or loss.

Restricted Shares. In general, a participant will not recognize income at the time of grant of restricted shares, unless the participant elects with
respect to restricted shares to accelerate income taxation to the date of the award. In this event, a participant would recognize ordinary income
equal to the excess of the market value of the restricted shares over any amount the participant pays for them (in which case subsequent gain or
loss would be capital in nature). In the absence of an election to accelerate income taxation to the date of an award, a participant must recognize
taxable compensation income equal to the value of any cash or shares of Common Stock that the participant receives when the award vests.

Special Tax Provisions. Under certain circumstances, the accelerated vesting, cash-out or accelerated lapse of restrictions on awards in
connection with a change in control of the Company might be deemed an �excess parachute payment� for purposes of the golden parachute tax
provisions of Code section 280G, and the participant may be subject to a 20% excise tax and the Company may be denied a tax deduction.
Furthermore, the Company may not be able to deduct the aggregate compensation in excess of $1,000,000 attributable to Awards that are not
�performance-based� within the meaning of Code section 162(m) in certain circumstances.

Income Taxes and Deferred Compensation. The 2006 Plan provides that participants are solely responsible and liable for the satisfaction of all
taxes and penalties that may arise in connection with Awards (including any taxes arising under Section 409A of the
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Code), and that the Company will not have any obligation to indemnify or otherwise hold any participant harmless from any or all of such taxes.

General Tax Law Considerations. The preceding paragraphs are intended to be merely a summary of certain important tax law consequences
concerning a grant of options under the 2006 Plan and the disposition of shares issued thereunder in existence as of the date of this proxy
statement. Special rules may apply to the Company�s officers, directors, or greater than ten percent shareholders. Participants in the 2006 Plan
should review the current tax treatment with their individual tax advisors at the time of grant, exercise or any other transaction relating to an
award or the underlying shares.

New Plan Benefits. The Committee will grant awards under the 2006 Plan at its discretion. Other than as set forth in the table below, the
Committee has not granted awards that are contingent upon the approval of the 2006 Plan. All of the Company�s directors, officers, employees
and consultants are eligible for consideration by the board of directors for the grant of stock options and/or restricted shares under the 2006 Plan.
As of December 20, 2006, in addition to the Company�s four executive officers, the Company had approximately 20 employees and five
non-employee directors.

NEW PLAN BENEFITS

Name and Position
Number of Shares
Subject to Option Grant

Eric L. Sorkin 325,000(1)
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Chairman, President and Chief Executive Officer

(1) Pursuant to an employment agreement dated December 20, 2006, between the Company and Mr. Sorkin, Mr. Sorkin received stock
options to purchase 325,000 shares, subject to the stockholder approval of the 2006 Plan. See description under �Employment Agreement
and Consulting Agreement.�
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Equity Compensation Plans Approved by Stockholders

The following table provides information as of March 31, 2006 with respect to shares of Immtech common stock that may be issued under its
existing equity compensation plans, including the 2000 Plan. Stockholders approved Immtech�s 2000 Plan on March 30, 2004, approved
Amendment No. 1 at our annual meeting held on November 15, 2002, approved Amendment No. 2 at our annual meeting held on November 12,
2004 and approved Amendment No. 3 at our annual meeting held on December 16, 2005.

Equity Compensation Plan Information

Plan Category

Number of securities to be
issued upon exercise of
outstanding options, warrants
and rights(1)

(a)

Weighted Average exercise
price of outstanding options,
warrants and rights(1)

(b)

Number of securities
remaining available for
future issuance under
equity compensation plans
(excluding securities
reflected in column(a))
(c)

Equity compensation plans approved
by stockholders(2) 1,554,380 $9.25 762,083
Equity compensation plans not
approved by stockholders(3) 2,316,300 $6.88 - - -
Total 3,870,680 $7.83 762,083
_____________________

(1) As adjusted for reverse stock splits that occurred on each of July 24, 1998 and January 25, 1999.
(2) This category consists solely of options.
(3) This category consists solely of compensatory warrants
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PROPOSAL 4

RATIFICATION OF INDEPENDENT REGISTERED

PUBLIC ACCOUNTING FIRM

Our audit committee has appointed the firm of Deloitte & Touche LLP, an independent registered public accounting firm, to be our independent
auditors for the fiscal year ending March 31, 2007 and the board of directors recommends the stockholders vote for ratification of that
appointment. Deloitte & Touche LLP served in this capacity for the fiscal year ended March 31, 2006 and has been our independent auditor
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since 1996.

The audit committee appoints our independent auditors annually and the board of directors subsequently requests ratification of such
appointment by the stockholders at the Company�s annual meeting. The audit committee reviews and approves in advance the scope of the audit,
the types of non-audit services that we will need and the estimated fees for the coming year. The audit committee also reviews and approves any
non-audit services provided by our independent auditors to ensure that any such services will not impair the independence of the auditors. To the
extent that our management believes that a new service or the expansion of a current service provided by our accountants is necessary, such new
or expanded service is presented to the audit committee or one of its members for review and approval.

Before making its selection, the audit committee carefully considered Deloitte & Touche LLP�s qualifications as independent auditors, which
included a review of Deloitte & Touche LLP�s performance in prior years, as well as its reputation for integrity and competence in the fields of
accounting and auditing. The audit committee expressed its satisfaction with Deloitte & Touche LLP in these respects.

Stockholder ratification of the audit committee�s selection of Deloitte & Touche LLP as the Company�s independent auditors is not required by
law, the Company�s bylaws or otherwise. However, the board of directors is submitting the audit committee�s selection of Deloitte & Touche LLP
to the stockholders for ratification as a matter of good corporate governance. If the stockholders fail to ratify the selection, the audit committee
will reconsider whether or not to retain that firm. Even if the selection is ratified, the audit committee in its discretion may direct the
appointment of different independent auditors at any time during the year if it determines that such change would be in the best interests of the
Company and its stockholders.

Vote Required for Approval

The affirmative vote of a majority of the shares entitled to vote is required to approve the proposed amendment to the certificate of
incorporation.
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THE BOARD UNANIMOUSLY RECOMMENDS

THAT YOU VOTE FOR THE APPROVAL

OF THIS PROPOSAL NO. 4

Independent Registered Public Accounting Firm

Deloitte & Touche LLP served as our independent auditors for the fiscal years ended March 31, 1996 through March 31, 2006 and has been
selected by the audit committee to continue for the fiscal year ending March 31, 2007. Representatives of Deloitte & Touche LLP will be present
at the annual meeting, with the opportunity to make a statement should they desire to do so, and be available to respond to appropriate questions.

The following table presents the aggregate fees billed for professional services rendered by Deloitte & Touche LLP in fiscal years 2005 and
2006. Other than as set forth below, no professional services were rendered or fees billed by Deloitte & Touche LLP during the years ended
March 31, 2005 or 2006.

Fiscal Year 2006 Fiscal Year 2005
Audit Fees(1) $211,000 $192,000
Audit Related Fees � �
Total Audit and Audit Related Fees 211,000 192,000
Tax Fees(2) 6,000 7,000
All Other Fees � �
Total Fees $217,000 $199,000

(1)
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Includes fees and out-of-pocket expenses for the following services: Audit of the consolidated financial statements, quarterly reviews,
SEC filings and consents, financial accounting and reporting consultation, and costs in our fiscal year ended March 31, 2006 preparing the
2006 audit requirement for compliance with Sarbanes-Oxley Act section 404 and financial testing.

(2) Includes fees and out-of-pocket expenses for tax compliance, tax planning and advice.
Before we engage our independent registered public accounting firm to render audit or non-audit services, the audit committee pre-approves the
engagement. audit committee pre-approval of audit and non-audit services will not be required if the engagement for the services is entered into
pursuant to pre-approval policies and procedures established by the audit committee regarding our engagement of the independent accountant,
provided the policies and procedures are detailed as to the particular service, the audit committee is informed of each service provided and such
policies and procedures do not include delegation of the audit committee�s responsibilities under the Exchange Act to our management. The audit
committee may delegate to one or more designated members of the audit committee the authority to grant pre-approvals, provided such
approvals are presented to the audit committee at a subsequent meeting.
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AUDIT COMMITTEE REPORT

The members of the audit committee have been appointed by the board of directors. The audit committee is governed by a charter,
which has been approved and adopted by the board of directors and which will be reviewed and reassessed annually by the audit
committee. The audit committee is comprised of three independent directors.

The following Audit Committee Report does not constitute soliciting material and shall not be deemed filed or incorporated by
reference into any other Company filing under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as
amended, except to the extent the Company specifically incorporates this Audit Committee Report by reference therein.

The audit committee assists the board of directors in fulfilling its oversight responsibilities by reviewing (i) the financial reports and
other financial information provided by the Company to any governmental body or to the public, (ii) the Company�s systems of internal
controls regarding finance, accounting, legal compliance and ethics and (iii) the Company�s auditing, accounting and financial
reporting processes.

The audit committee discussed and reviewed with the independent auditors all communications required by generally accepted
auditing standards, including those described in Statement on Auditing Standards No. 61, as amended, �Communication with Audit
Committees,� and, with and without management present, discussed and reviewed the results of the independent auditors� examination
of the financial statements. The audit committee has received from and discussed with the independent auditors their written disclosure
and letter regarding their independence from the Company as required by Independence Standards Board Standard No. 1.

Management is responsible for the preparation and integrity of the Company�s financial statements and the independent auditors are
responsible for the examination of those statements. The audit committee reviewed the Company�s quarterly reports on Form 10-Q and
audited financial statements for the Company�s fiscal year ended March 31, 2006, and met with both management and the Company�s
independent auditors to discuss those quarterly reports and financial statements.

Based upon these reviews and discussions, the audit committee has recommended to the board of directors that the audited financial
statements be included in the Company�s Annual Report on Form 10-K for the year ended March 31, 2006.

Respectfully submitted,

The Audit Committee                                                                       December 20, 2006

Donald F. Sinex (Chair) (member since October 2006)

Judy Lau
Harvey R. Colten, MD
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Compensation Committee Interlocks and Insider Participation

All members of the Compensation Committee during the fiscal year ended March 31, 2006 were independent directors, and none of them were
our employees or former employees. During the fiscal year ended March 31, 2006, none of our executive officers served on the compensation
committee (or equivalent), or the board of directors, of another entity whose executive officer(s) served on our Compensation Committee or
board of directors.

Section 16(A) Beneficial Ownership Reporting Compliance

Federal securities laws require directors, executive officers and beneficial owners of more than 10% of our common stock to file with the SEC
reports of their initial ownership and subsequent acquisitions, dispositions or other transfers. We must disclose whether any person required to
file such a report may have failed to do so in a timely manner. To our knowledge, all of our directors, executive officers and beneficial owners of
more than 10% of our common stock subject to such reporting obligations satisfied their reporting obligations for the fiscal year ended
March 31, 2006.

Annual Report and Financial Statements

A copy of our annual report on Form 10-K for the fiscal year ended March 31, 2006, including audited financial statements, accompanies this
notice of annual meeting and proxy statement. No portion of the annual report on Form 10-K is incorporated herein or is considered to be
proxy-soliciting material.

We will provide without charge additional copies of our annual report on Form 10-K for the fiscal year ended March 31, 2006, to any
stockholder upon written request. Requests should be directed to Immtech Pharmaceuticals, Inc., 150 Fairway Drive, Suite 150, Vernon Hills,
Illinois 60061, Attention: Mr. Gary C. Parks.

Solicitation of Proxies

Our officers, directors and employees may solicit proxies from stockholders. We pay no additional compensation to our officers, directors or
employees for such solicitation. Solicitations may be made personally, or by mail, facsimile or other electronic means, telephone, or messenger.
We may reimburse brokers and other persons holding shares in their names or in the names of nominees for expenses in sending proxy materials
to beneficial owners and obtaining proxies from such owners. Additionally, the board of directors may engage the firm of Georgeson &
Company, Inc. to aid in the solicitation of proxies. The cost of solicitation will be borne by the Corporation and is estimated at $10,000.

Householding of Proxy Materials

The SEC has adopted rules that permit companies and intermediaries (e.g., brokers) to satisfy the delivery requirements for proxy statements and
annual reports with respect to two or more stockholders sharing the same address by delivering a single proxy statement addressed to those
stockholders. This process, which is commonly referred to as �householding,� potentially means extra convenience for stockholders and cost
savings for companies.
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This year, a number of brokers with account holders who are Immtech stockholders will be �householding� our proxy materials. A single proxy
statement may be delivered to multiple stockholders sharing an address unless contrary instructions have been received from the affected
stockholders. Once you have received notice from your broker that it will be �householding� communications to your address, �householding� will
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continue until you are notified otherwise or until you notify your broker or the Company that you no longer wish to participate in �householding.�
If, at any time, you no longer wish to participate in �householding� and would prefer to receive a separate proxy statement and annual report in the
future you may (1) notify your broker, (2) direct your written request to: Secretary, Immtech Pharmaceuticals, Inc. 150 Fairway Drive, Suite
150, Vernon Hills, Illinois 60061 or (3) contact our Gary C. Parks, at (847) 573-0033. Stockholders who currently receive multiple copies of the
proxy statement at their address and would like to request �householding� of their communications should contact their broker. In addition,
Immtech will promptly deliver, upon written or oral request to the address or telephone number above, a separate copy of the annual report and
proxy statement to a stockholder at a shared address to which a single copy of the documents was delivered.

Other Matters

The board does not intend to bring any other business before the meeting, and the board is not currently aware of any other matters to be voted
on at the annual meeting except as disclosed in the notice of annual meeting of stockholders. However, if any other matters are properly
presented at the annual meeting, those proxies granting such authority will be voted in respect thereof in accordance with the judgment of
stockholders� your proxy (one of the individuals named on your proxy card).

Stockholder Proposals For Next Annual Meeting

Any proposals of stockholders intended to be included in the proxy statement for the annual meeting relating to Immtech�s 2007 fiscal year must
be received by us not later than September 26, 2007 and must otherwise comply with applicable requirements and laws. However, if Immtech
changes the date of the annual meeting of stockholders relating to its 2007 fiscal year by more than 30 days from the anniversary of the date of
the annual meeting of stockholders relating to its 2006 fiscal year, then stockholders will have a reasonable time before Immtech begins to print
and mail its proxy materials for the meeting relating to its 2007 fiscal year to submit proposals. All notices or proposals, whether or not to be
included in our proxy materials, must be sent to our principal executive offices at One North End Avenue, New York, NY 10282, Attention:
Gary Parks.

If a stockholder intends to submit a proposal at Immtech�s annual meeting relating to its 2007 fiscal year, which proposal is not intended to be
included in Immtech�s proxy statement and form of proxy relating to that meeting, the stockholder must give appropriate notice to the Secretary
of Immtech at the address in the preceding paragraph not later than October 26, 2007 and no earlier than September 26, 2007; provided,
however, if the notice for the annual meeting relating to Immtech�s 2007 fiscal year is more than 90 days before the first anniversary of the date
the notice was mailed for annual meeting relating to Immtech�s 2006 fiscal year, notice by a stockholder will be timely if postmarked not less
than the tenth day following the notice for the annual meeting relating to Immtech�s 2007 fiscal year.
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Stockholders may contact Immtech�s Secretary for requirements for making stockholder proposals and nominating director candidates.

Stockholders are urged to complete, sign, date and mail the proxy in the enclosed envelope, postage for which has been provided for mailing in
the United States. Your prompt response is appreciated.

By order of the Board of Directors,

/s/ Eric L. Sorkin

Eric L. Sorkin

Chairman of the board

Dated: January 24, 2007
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APPENDIX P
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[Logo]   IMMTECH PHARMACEUTICALS, INC.

ANNUAL MEETING PROXY CARD
THIS PROXY IS SOLICITED BY THE BOARD OF DIRECTORS OF IMMTECH PHARMACEUTICALS, INC.  
FOR THE ANNUAL MEETING OF THE STOCKHOLDERS TO BE HELD ON MARCH 2, 2007
The undersigned hereby appoints Eric L. Sorkin and Gary C. Parks and each of them, with power to act without the other and
with power of substitution, as proxies and attorneys-in-fact and hereby authorizes them to represent and vote as provided on the
other side, all the shares of Immtech Pharmaceuticals, Inc. (�Immtech�) common stock that the undersigned is entitled to vote at
Immtech�s Annual Meeting of Stockholders on March 2, 2007, at 10:00 a.m. (Central) at the Westin O�Hare, 6100 River Road,
Rosemont, Illinois 60018 and at any adjournment or postponement thereof.
THE PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED AS DIRECTED ON THE REVERSE SIDE. IF NO
DIRECTION IS MADE, THIS PROXY WILL BE VOTED �FOR� THE ELECTION OF THE NAMED NOMINEES FOR
DIRECTOR, �FOR� THE PROPOSAL TO AMEND IMMTECH�S CERTIFICATE OF INCORPORATION, �FOR� THE 2006
PLAN, �FOR� THE RATIFICATION OF IMMTECH�S REGISTERED PUBLIC ACCOUNTING FIRM, AND, WITH
RESPECT TO ANY OTHER MATTERS PROPERLY BROUGHT BEFORE THE ANNUAL MEETING, IN
ACCORDANCE WITH THE JUDGMENT OF YOUR PROXIES.
All previous proxies given by the undersigned to vote at the Annual Meeting or at any adjournment or postponement thereof are
hereby revoked.
PLEASE SIGN, DATE AND MAIL YOUR PROXY CARD BACK OR VOTE BY INTERNET OR TELEPHONE AS
SOON AS POSSIBLE!

Electronic Voting Instructions

You can vote by Internet or telephone!

Available 24 hours a day, 7 days a week!
Instead of mailing your proxy, you may chose one of the two voting methods outlined below to vote your proxy.

VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE BAR.

Proxies submitted by the Internet or telephone must be received by 1:00 a.m., (CST) on March 2, 2007.
Vote by Internet To vote using the Internet

�     Log on to the Internet and go to
www.computershare.com/expressvote

�      Follow the steps outlined on the secured website.

�      Call toll free 800-652-VOTE (8683) in the United States, Canada &

Puerto Rico any time on a touch tone telephone. There is NO CHARGE
to you for the call.

�      Follow the instructions provided by the recorded message.

IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH
AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE.
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Shareholder Name

Proxy � IMMTECH PHARMACEUTICALS, INC.
A. Proposals - The Board of Directors recommends a vote FOR all the nominees listed and FOR Proposals 2-4.
Proposal No. 1 - Election of Directors
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The board of directors recommends a vote FOR the listed nominees.
FOR WITHHOLD

01 - Eric L. Sorkin
02 - Cecilia Chan
03 - Harvey R. Colten, MD
04 - Judy Lau
05 - Levi H.K. Lee, MD

06 - Donald F. Sinex

[    ]
[    ]
[    ]
[    ]
[    ]

[    ]

[    ]
[    ]
[    ]
[    ]
[    ]

[    ]

To withhold authority to vote for an individual nominee or nominees,
print the name of such nominee(s) on the lines provided. _________________________________________________
__________________________________________________________________________________________________

FOR AGAINST ABSTAIN
Proposal No. 2 � to approve an amendment to Immtech�s certificate of incorporation
to eliminate the limitation on the number of directors and to provide that the
number of directors shall be fixed by resolutions of the board of directors.

[    ] [    ] [    ]

Proposal No. 3 � to approve the Immtech Pharmaceuticals, Inc. 2006 Stock Incentive
Plan.

[    ] [    ] [    ]

Proposal No. 4 � to ratify the audit committee�s selection of Deloitte & Touche LLP
as Immtech�s independent registered public accounting firm for the fiscal year
ending March 31, 2007.

[    ] [    ] [    ]

Discretionary authority is hereby granted with respect to such other matters as may
properly come before the meeting or any adjournment or postponement thereof.
B. Non-Voting Items

Change of Address � Please print new address below.

Authorized Signatures �This section must be completed for your vote to be counted. � Date and Sign Below

Please sign exactly as name(s) appears hereon. Joint owners should each sign. When signing as attorney, executor, administrator, corporate
officer, trustee, guardian, or custodian, please give full title.

Signature 1 � Please keep signature within the
box

Signature 2 � Please keep signature within the
box Date (mm/dd/yyyy)

_____/_______/____________
------------------------------------------------------------------------------------------------------------------------
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ADMISSION TICKET
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IMMTECH PHARMACEUTICALS, INC.

ANNUAL MEETING

Please tear off this Admission Ticket. If you plan to attend the annual meeting of stockholders, you will need this ticket to gain entrance to the
meeting.

The annual meeting of stockholders will be held at the following address: the Westin O�Hare, 6100 River Road, Rosemont, Illinois 60018, at
10:00 a.m. (Central) on March 2, 2007. You must present this ticket to gain admission to the meeting. You should send in your proxy or vote
electronically even if you plan to attend the meeting.
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APPENDIX A

IMMTECH PHARMACEUTICALS, INC.

2006 STOCK INCENTIVE PLAN

____________________________

Plan Document

__________________________________

1. Establishment, Purpose, and Types of Awards
Immtech Pharmaceuticals, Inc. (the �Company�) hereby establishes this equity-based incentive compensation plan to be known as the �Immtech
Pharmaceuticals, Inc. 2006 Stock Incentive Plan� (hereinafter referred to as the �Plan�), in order to provide incentives and awards to select
employees, directors, consultants, and advisors of the Company and its Affiliates. The Plan permits the granting of the following types of awards
(�Awards�), according to the Sections of the Plan listed here:

Section 6 Options
Section 8 Restricted Shares

The Plan is not intended to affect and shall not affect any stock options, equity-based compensation, or other benefits that the Company or its
Affiliates may have provided, or may separately provide in the future pursuant to any agreement, plan, or program that is independent of this
Plan.

2. Defined Terms
Terms in the Plan that begin with an initial capital letter have the defined meaning set forth in Appendix A, unless defined elsewhere in this Plan
or the context of their use clearly indicates a different meaning.

3. Shares Subject to the Plan
Subject to the provisions of Section 13 of the Plan, the maximum number of Shares that the Company may issue for all Awards is 1,938,513
Shares. In addition, up to 1,698,223 Shares will become available for issuance under the Plan upon the expiration, forfeiture or cancellation of
awards made under the Third Amended and Restated Immtech International Inc. 2000 Stock Incentive Plan (the �2000 Plan�), and of this amount,
1,698,223 Shares will be available for ISO Awards. For all Awards, the Shares issued pursuant to the Plan may be authorized but unissued
Shares, Shares that the Company has reacquired or otherwise holds in treasury, or Shares held in a trust.

Shares that are subject to an Award that for any reason expires, is forfeited, is cancelled, or becomes unexercisable, and Shares that are for any
other reason not paid or delivered under
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this Plan shall again, except to the extent prohibited by Applicable Law, be available for subsequent Awards under the Plan. In addition, the
Committee may make future Awards with respect to Shares that the Company retains from otherwise delivering pursuant to an Award under this
Plan either (i) as payment of the exercise price of an Award, or (ii) in order to satisfy the withholding or employment taxes due upon grant,
exercise, vesting or distribution of an Award. Notwithstanding the foregoing, but subject to adjustments pursuant to Section 13 hereof, the
number of Shares that are available for ISO Awards shall be determined, to the extent required under applicable tax laws, by reducing the
number of Shares designated in the preceding paragraph by the number of Shares granted pursuant to Awards (whether or not Shares are issued
pursuant to such Awards), provided that any Shares that are either issued or purchased under the Plan and forfeited back to the Plan, or
surrendered in payment of the Exercise Price for an Award shall be available for issuance pursuant to future ISO Awards.

4. Administration
(a)           General. The Committee shall administer the Plan in accordance with its terms, provided that the Board may act in lieu of the
Committee on any matter. The Committee shall hold meetings at such times and places as it may determine and shall make such rules and
regulations for the conduct of its business as it deems advisable. In the absence of a duly appointed Committee or if the Board otherwise chooses
to act in lieu of the Committee, the Board shall function as the Committee for all purposes of the Plan.

(b)           Committee Composition. The Board shall appoint the members of the Committee. If and to the extent permitted by Applicable Law,
the Committee may authorize one or more Reporting Persons (or other executive officers) to make Awards to Eligible Persons who are not
Reporting Persons (or other executive officers whom the Committee has specifically authorized to make Awards). The Board may at any time
appoint additional members to the Committee, remove and replace members of the Committee with or without Cause, and fill vacancies on the
Committee however caused.

(c)           Powers of the Committee. Subject to the provisions of the Plan, the Committee shall have the authority, in its sole discretion:

(i)             to determine Eligible Persons to whom Awards shall be granted from time to time and the number of Shares or dollars to be covered
by each Award;

(ii) to determine, from time to time, the Fair Market Value of Shares;
(iii)           to determine, and to set forth in Award Agreements, the terms and conditions of all Awards, including any applicable exercise or
purchase price, the installments and conditions under which an Award shall become vested (which may be based on performance), terminated,
expired, cancelled, or replaced, and the circumstances for vesting acceleration or waiver of forfeiture restrictions, and other restrictions and
limitations;

(iv)          to approve the forms of Award Agreements and all other documents, notices and certificates in connection therewith which need not
be identical either as to type of Award or among Participants;
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(v)          to construe and interpret the terms of the Plan and any Award Agreement, to determine the meaning of their terms, and to prescribe,
amend, and rescind rules and procedures relating to the Plan and its administration; and

(vi)          in order to fulfill the purposes of the Plan and without amending the Plan, to modify, to cancel, or to waive the Company�s rights with
respect to any Awards, to adjust or to modify Award Agreements for changes in Applicable Law, and to recognize differences in foreign law, tax
policies, or customs; and

(vii)         to make all other interpretations and to take all other actions that the Committee may consider necessary or advisable to administer the
Plan or to effectuate its purposes.
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Subject to Applicable Law and the restrictions set forth in the Plan, the Committee may delegate administrative functions to individuals who are
Reporting Persons, officers, or Employees of the Company or its Affiliates.

(d)           Deference to Committee Determinations. The Committee shall have the discretion to interpret or construe ambiguous, unclear, or
implied (but omitted) terms in any fashion it deems to be appropriate in its sole discretion, and to make any findings of fact needed in the
administration of the Plan or Award Agreements. The Committee�s prior exercise of its discretionary authority shall not obligate it to exercise its
authority in a like fashion thereafter. The Committee�s interpretation and construction of any provision of the Plan, or of any Award or Award
Agreement, shall be final, binding, and conclusive. The validity of any such interpretation, construction, decision or finding of fact shall not be
given de novo review if challenged in court, by arbitration, or in any other forum, and shall be upheld unless clearly made in bad faith or
materially affected by fraud.

(e)           No Liability; Indemnification. Neither the Board nor any Committee member, nor any Person acting at the direction of the Board or the
Committee, shall be liable for any act, omission, interpretation, construction or determination made in good faith with respect to the Plan, any
Award or any Award Agreement. The Company and its Affiliates shall pay or reimburse any member of the Committee, as well as any Director,
Employee, or Consultant who takes action in connection with the Plan, for all expenses incurred with respect to the Plan, and to the full extent
allowable under Applicable Law shall indemnify each and every one of them for any claims, liabilities, and costs (including reasonable attorney�s
fees) arising out of their good faith performance of duties on behalf of the Plan. The Company and its Affiliates may, but shall not be required
to, obtain liability insurance for this purpose.

5. Eligibility
(a)           General Rule. The Committee may grant ISOs only to Employees (including officers who are Employees) of the Company or any
Affiliate that is a �parent corporation� or �subsidiary corporation� within the meaning of Section 424 of the Code, and may grant all other Awards to
any Eligible Person. A Participant who has been granted an Award may be granted an additional Award or Awards if the Committee shall so
determine, if such person is otherwise an Eligible Person and if otherwise in accordance with the terms of the Plan.
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(b)          Grant of Awards. Subject to the express provisions of the Plan, the Committee shall determine from the class of Eligible Persons those
individuals to whom Awards under the Plan may be granted, the number of Shares subject to each Award, the price (if any) to be paid for the
Shares or the Award. Each Award shall be evidenced by an Award Agreement signed by the Company and, if required by the Committee, by the
Participant. The Award Agreement shall set forth the material terms and conditions of the Award established by the Committee, and each Award
shall be subject to the terms and conditions set forth in Sections 23, 24, and 25 unless otherwise specifically provided in an Award Agreement.

(c)           Limits on Awards. No Participant may receive Options that relate to more than 500,000 Shares in any twelve-month period, as adjusted
pursuant to Section 13 below during the term of the Plan.

(d)           Replacement Awards. Subject to Applicable Laws (including any associated Shareholder approval requirements), the Committee may,
in its sole discretion and upon such terms as it deems appropriate, require as a condition of the grant of an Award to a Participant that the
Participant surrender for cancellation some or all of the Awards that have previously been granted to the Participant under this Plan or otherwise.
An Award that is conditioned upon such surrender may or may not be the same type of Award, may cover the same (or a lesser or greater)
number of Shares as such surrendered Award, may have other terms that are determined without regard to the terms or conditions of such
surrendered Award, and may contain any other terms that the Committee deems appropriate. In the case of Options, these other terms may not
involve an Exercise Price that is lower than the exercise price of the surrendered Option unless the Company�s shareholders approve the grant
itself or the program under which the grant is made pursuant to the Plan.

6. Option Awards
(a)           Types; Documentation. Subject to Section 5(a), the Committee may in its discretion grant Options pursuant to Award Agreements that
are delivered to Participants. Each Option shall be designated in the Award Agreement as an ISO or a Non-ISO, and the same Award Agreement
may grant both types of Options. At the sole discretion of the Committee, any Option may be exercisable, in whole or in part, immediately upon
the grant thereof, or only after the occurrence of a specified event, or only in installments, which installments may vary. Options granted under
the Plan may contain such terms and provisions not inconsistent with the Plan that the Committee shall deem advisable in its sole and absolute
discretion.
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(b)           ISO $100,000 Limitation. To the extent that the aggregate Fair Market Value of Shares with respect to which Options designated as
ISOs first become exercisable by a Participant in any calendar year (under this Plan and any other plan of the Company or any Affiliate) exceeds
$100,000, such excess Options shall be treated as Non-ISOs. For purposes of determining whether the $100,000 limit is exceeded, the Fair
Market Value of the Shares subject to an ISO shall be determined as of the Grant Date. In reducing the number of Options treated as ISOs to
meet the $100,000 limit, the most recently granted Options shall be reduced first. In the event that Section 422 of the Code is amended to alter
the limitation set forth therein, the limitation of this Section 6(b) shall be automatically adjusted accordingly.
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(c)          Term of Options. Each Award Agreement shall specify a term at the end of which the Option automatically expires, subject to earlier
termination provisions contained in Section 6(h) hereof; provided, that, the term of any Option may not exceed ten years from the Grant Date. In
the case of an ISO granted to an Employee who is a Ten Percent Holder on the Grant Date, the term of the ISO shall not exceed five years from
the Grant Date.

(d)           Exercise Price. The exercise price of an Option shall be determined by the Committee in its sole discretion and shall be set forth in the
Award Agreement, provided that �

(i)             if an ISO is granted to an Employee who on the Grant Date is a Ten Percent Holder, the per Share exercise price shall not be less than
110% of the Fair Market Value per Share on the Grant Date, and

(ii)            for all other Options, such per Share exercise price shall not be less than 100% of the Fair Market Value per Share on the Grant Date.

(e)           Exercise of Option. The times, circumstances and conditions under which an Option shall be exercisable shall be determined by the
Committee in its sole discretion and set forth in the Award Agreement. The Committee shall have the discretion to determine whether and to
what extent the vesting of Options shall be tolled during any unpaid leave of absence; provided, however, that in the absence of such
determination, vesting of Options shall be tolled during any such leave approved by the Company.

(f)            Minimum Exercise Requirements. An Option may not be exercised for a fraction of a Share. The Committee may require in an Award
Agreement that an Option be exercised as to a minimum number of Shares, provided that such requirement shall not prevent a Participant from
purchasing the full number of Shares as to which the Option is then exercisable.

(g)           Methods of Exercise. Prior to its expiration pursuant to the terms of the applicable Award Agreement, and subject to the times,
circumstances and conditions for exercise contained in the applicable Award Agreement, each Option may be exercised, in whole or in part
(provided that the Company shall not be required to issue fractional shares), by delivery of written notice of exercise to the secretary of the
Company accompanied by the full exercise price of the Shares being purchased. In the case of an ISO, the Committee shall determine the
acceptable methods of payment on the Grant Date and it shall be included in the applicable Award Agreement. The methods of payment that the
Committee may in its discretion accept or commit to accept in an Award Agreement include:

(i) cash or check payable to the Company (in U.S. dollars);
(ii)            other Shares that (A) are owned by the Participant who is purchasing Shares pursuant to an Option, (B) have a Fair Market Value on
the date of surrender equal to the aggregate exercise price of the Shares as to which the Option is being exercised, (C) were not acquired by such
Participant pursuant to the exercise of an Option, unless such Shares have been owned by such Participant for at least six months or such other
period as the Committee may determine, (D) are all, at the time of such surrender, free and clear of any and all claims, pledges, liens and
encumbrances, or any restrictions which would in any manner restrict the transfer of such shares to or by the
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Company (other than such restrictions as may have existed prior to an issuance of such Shares by the Company to such Participant), and (E) are
duly endorsed for transfer to the Company;

(iii)           a cashless exercise program that the Committee may approve, from time to time in its discretion, pursuant to which a Participant may
concurrently provide irrevocable instructions (A) to such Participant�s broker or dealer to effect the immediate sale of the purchased Shares and
remit to the Company, out of the sale proceeds available on the settlement date, sufficient funds to cover the exercise price of the Option plus all
applicable taxes required to be withheld by the Company by reason of such exercise, and (B) to the Company to deliver the certificates for the
purchased Shares directly to such broker or dealer in order to complete the sale; or

(iv) any combination of the foregoing methods of payment.
The Company shall not be required to deliver Shares pursuant to the exercise of an Option until payment of the full exercise price therefore is
received by the Company.

(h)           Termination of Continuous Service. The Committee may establish and set forth in the applicable Award Agreement the terms and
conditions on which an Option shall remain exercisable, if at all, following termination of a Participant�s Continuous Service. The Committee
may waive or modify these provisions at any time. To the extent that a Participant is not entitled to exercise an Option at the date of his or her
termination of Continuous Service, or if the Participant (or other person entitled to exercise the Option) does not exercise the Option to the
extent so entitled within the time specified in the Award Agreement or below (as applicable), the Option shall terminate and the Shares
underlying the unexercised portion of the Option shall revert to the Plan and become available for future Awards. In no event may any Option be
exercised after the expiration of the Option term as set forth in the Award Agreement.

The following provisions shall apply to the extent an Award Agreement does not specify the terms and conditions upon which an Option shall
terminate when there is a termination of a Participant�s Continuous Service:

(i)             Termination other than Upon Disability or Death or for Cause. In the event of termination of a Participant�s Continuous Service (other
than as a result of Participant�s death, disability, retirement or termination for Cause), the Participant shall have the right to exercise an Option at
any time within 90 days following such termination to the extent the Participant was entitled to exercise such Option at the date of such
termination.

(ii)            Disability. In the event of termination of a Participant�s Continuous Service as a result of his or her being Disabled, the Participant
shall have the right to exercise an Option at any time within one year following such termination to the extent the Participant was entitled to
exercise such Option at the date of such termination.

(iii)           Retirement. In the event of termination of a Participant�s Continuous Service as a result of Participant�s retirement, the Participant shall
have the right to exercise the Option at any time within three months following such termination to the
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extent the Participant was entitled to exercise such Option at the date of such termination (provided that an ISO exercised more than three
months after termination of the Participant�s Continuous Service shall to that extent be treated an a Non-ISO).

(iv)          Death. In the event of the death of a Participant during the period of Continuous Service since the Grant Date of an Option, or within
thirty days following termination of the Participant�s Continuous Service, the Option may be exercised, at any time within one year following the
date of the Participant�s death, by the Participant�s estate or by a person who acquired the right to exercise the Option by bequest or inheritance,
but only to the extent the right to exercise the Option had vested at the date of death or, if earlier, the date the Participant�s Continuous Service
terminated.

(v)           Cause. If the Committee determines that a Participant�s Continuous Service terminated due to Cause, the Participant shall immediately
forfeit the right to exercise any Option, and it shall be considered immediately null and void.

(i)             Reverse Vesting. The Committee in its sole discretion may allow a Participant to exercise unvested Non-ISOs, in which case the
Shares then issued shall be Restricted Shares having analogous vesting restrictions to the unvested Non-ISOs.
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7. [RESERVE]
8. Restricted Shares
(a)           Grants. The Committee may in its sole discretion grant Restricted Shares to any Eligible Person and shall evidence such grant in an
Award Agreement that is delivered to the Participant and that sets forth the number of Restricted Shares, the purchase price for such Restricted
Shares (if any), and the terms upon which the Restricted Shares may become vested. The Committee may condition any Award of Restricted
Shares to a Participant on receiving from the Participant such further assurances and documents as the Committee may require to enforce the
restrictions.

(b)           Vesting and Forfeiture. The Committee shall set forth in an Award Agreement granting Restricted Shares, the terms and conditions
under which the Participant�s interest in the Restricted Shares will become vested and non-forfeitable. Except as set forth in the applicable Award
Agreement or as the Committee otherwise determines, upon termination of a Participant�s Continuous Service for any other reason, the
Participant shall forfeit his or her Restricted Shares; provided that if a Participant purchases the Restricted Shares and forfeits them for any
reason, the Company shall return the purchase price to the Participant only if and to the extent set forth in an Award Agreement.

(c)           Issuance of Restricted Shares Prior to Vesting. The Company shall issue stock certificates that evidence Restricted Shares pending the
lapse of applicable restrictions, and that bear a legend making appropriate reference to such restrictions. Except as set forth in the applicable
Award Agreement or the Committee otherwise determines, the Company or a third party that the Company designates shall hold such Restricted
Shares and any dividends that accrue with respect to Restricted Shares pursuant to Section 8(e) below.
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(d)          Issuance of Shares upon Vesting. As soon as practicable after vesting of a Participant�s Restricted Shares and the Participant�s
satisfaction of applicable tax withholding requirements, the Company shall release to the Participant, free from the vesting restrictions, one
Share for each vested Restricted Share, unless an Award Agreement provides otherwise. No fractional shares shall be distributed, and cash shall
be paid in lieu thereof.

(e)           Dividends Payable on Vesting. Whenever Shares are released to a Participant or duly-authorized transferee pursuant to Section 8(d)
above as a result of the vesting of Restricted Shares, such Participant or duly authorized transferee shall also be entitled to receive (unless
otherwise provided in the Award Agreement), with respect to each Share released or issued a number of Shares equal to the sum of (i) any stock
dividends, which were declared and paid to the holders of Shares between the Grant Date and the date such Share is released from the vesting
restrictions of the Restricted Shares, and (ii) a number of Shares equal to the Shares that the Participant could have purchased at Fair Market
Value on the payment date of any cash dividends for Shares if the Participant had received such cash dividends with respect to each Restricted
Share between its Grant Date and its settlement date.

(f)            Section 83(b) Elections. A Participant may make an election under Section 83(b) of the Code (the �Section 83(b) Election�) with respect
to Restricted Shares.

9. [RESERVE]
10. [RESERVE]
11. Taxes
(a)           General. As a condition to the issuance or distribution of Shares pursuant to the Plan, the Participant (or in the case of the Participant�s
death, the person who succeeds to the Participant�s rights) shall make such arrangements as the Company may require for the satisfaction of any
applicable federal, state, local or foreign withholding tax obligations that may arise in connection with the Award and the issuance of Shares.
The Company shall not be required to issue any Shares until such obligations are satisfied. If the Committee allows the withholding or surrender
of Shares to satisfy a Participant�s tax withholding obligations, the Committee shall not allow Shares to be withheld in an amount that exceeds the
minimum statutory withholding rates for federal and state tax purposes, including payroll taxes.

(b)           Default Rule for Employees. In the absence of any other arrangement, an Employee shall be deemed to have directed the Company to
withhold or collect from his or her cash compensation an amount sufficient to satisfy such tax obligations from the next payroll payment
otherwise payable after the date of the exercise of an Award.

(c)           Special Rules. In the case of a Participant other than an Employee (or in the case of an Employee where the next payroll payment is not
sufficient to satisfy such tax obligations, with respect to any remaining tax obligations), in the absence of any other arrangement and to the
extent permitted under Applicable Law, the Participant shall be deemed to have elected to have the Company withhold from the Shares or cash
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to be issued pursuant to an Award that number of Shares having a Fair Market Value determined as of the applicable Tax Date (as defined
below) or cash equal to the amount required to be withheld. For purposes of this
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Section 11, the Fair Market Value of the Shares to be withheld shall be determined on the date that the amount of tax to be withheld is to be
determined under the Applicable Law (the �Tax Date�).

(d)           Surrender of Shares. If permitted by the Committee, in its discretion, a Participant may satisfy the minimum applicable tax
withholding and employment tax obligations associated with an Award by surrendering Shares to the Company (including Shares that would
otherwise be issued pursuant to the Award) that have a Fair Market Value determined as of the applicable Tax Date equal to the amount required
to be withheld. In the case of Shares previously acquired from the Company that are surrendered under this Section 11, such Shares must have
been owned by the Participant for more than six months on the date of surrender (or such longer period of time the Company may in its
discretion require).

(e)           Income Taxes and Deferred Compensation. Participants are solely responsible and liable for the satisfaction of all taxes and penalties
that may arise in connection with Awards (including any taxes arising under Section 409A of the Code), and the Company shall not have any
obligation to indemnify or otherwise hold any Participant harmless from any or all of such taxes. The Committee shall have the sole discretion to
interpret the requirements of the Code, including Section 409A, for purposes of the Plan and all Awards.

12. Non-Transferability of Awards
(a)           General. Except as set forth in this Section 12, or as otherwise approved by the Committee, Awards may not be sold, pledged,
assigned, hypothecated, transferred or disposed of in any manner other than by will or by the laws of descent or distribution. The designation of
a beneficiary by a Participant will not constitute a transfer. An Award may be exercised, during the lifetime of the holder of an Award, only by
such holder, the duly-authorized legal representative of a Participant who is Disabled, or a transferee permitted by this Section 12.

(b)           Limited Transferability Rights. Notwithstanding anything else in this Section 12, the Committee may in its discretion provide in an
Award Agreement that an Award in the form of a Non-ISO or Restricted Shares may be transferred, on such terms and conditions as the
Committee deems appropriate, either (i) by instrument to the Participant�s �Immediate Family� (as defined below), (ii) by instrument to an inter
vivos or testamentary trust (or other entity) in which the Award is to be passed to the Participant�s designated beneficiaries, or (iii) by gift to
charitable institutions. Any transferee of the Participant�s rights shall succeed and be subject to all of the terms of the applicable Award
Agreement and the Plan. �Immediate Family� means any child, stepchild, grandchild, parent, stepparent, grandparent, spouse, former spouse,
sibling, niece, nephew, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law, and shall include adoptive
relationships.

13. Adjustments Upon Changes in Capitalization, Merger or Certain Other Transactions
(a)           Changes in Capitalization. The Company is required to equitably adjust the number of Shares covered by each outstanding Award, and
the number of Shares that have been authorized for issuance under the Plan but as to which no Awards have yet been granted or that
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have been returned to the Plan upon cancellation, forfeiture, or expiration of an Award, as well as the price per Share covered by each such
outstanding Award, to reflect any increase or decrease in the number of issued Shares resulting from a stock-split, reverse stock-split, stock
dividend, combination, recapitalization or reclassification of the Shares, or any other increase or decrease in the number of issued Shares
effected without receipt of consideration by the Company. In the event of any such transaction or event, the Committee may provide in
substitution for any or all outstanding Awards under the Plan such alternative consideration (including securities of any surviving entity) as it
may in good faith determine to be equitable under the circumstances and may require in connection therewith the surrender of all Awards so
replaced. In any case, such substitution of securities shall not require the consent of any person who is granted Awards pursuant to the Plan.
Except as expressly provided herein, or in an Award Agreement, if the Company issues for consideration shares of stock of any class or
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securities convertible into shares of stock of any class, the issuance shall not affect, and no adjustment by reason thereof shall be required to be
made with respect to the number or price of Shares subject to any Award.

(b)           Dissolution or Liquidation. In the event of the dissolution or liquidation of the Company other than as part of a Change of Control,
each Award will terminate immediately prior to the consummation of such action, subject to the ability of the Committee to exercise any
discretion authorized in the case of a Change in Control.

(c)           Change in Control. In the event of a Change in Control, Awards outstanding under the Plan shall immediately vest as to the Shares that
otherwise would have been unvested and provide that repurchase rights of the Company with respect to Shares issued upon exercise of an Award
shall lapse as to the Shares subject to such repurchase rights. In addition, the Committee may in its sole and absolute discretion and authority,
without obtaining the approval or consent of the Company�s shareholders or any Participant with respect to his or her outstanding Awards, take
one or more of the following actions:

(i)             arrange for or otherwise provide that each outstanding Award shall be assumed or a substantially similar award shall be substituted by
a successor corporation or a parent or subsidiary of such successor corporation (the �Successor Corporation�);

(ii)            arrange or otherwise provide for the payment of cash or other consideration to Participants in exchange for the satisfaction and
cancellation of outstanding Awards;

(iii)           terminate upon the consummation of the transaction, provided that the Committee may in its sole discretion provide for vesting of all
or some outstanding Awards in full as of a date immediately prior to consummation of the Change of Control. To the extent that an Award is not
exercised prior to consummation of a transaction in which the Award is not being assumed or substituted, such Award shall terminate upon such
consummation; or

(iv)          make such other modifications, adjustments or amendments to outstanding Awards or this Plan as the Committee deems necessary or
appropriate, subject however to the terms of Section 15(a) below.
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(d)          Certain Distributions. In the event of any distribution to the Company�s shareholders of securities of any other entity or other assets
(other than dividends payable in cash or stock of the Company) without receipt of consideration by the Company, the Committee may, in its
discretion, appropriately adjust the price per Share covered by each outstanding Award to reflect the effect of such distribution.

14. Time of Granting Awards.
The date of grant (�Grant Date�) of an Award shall be the date on which the Committee makes the determination granting such Award or such
other date as is determined by the Committee, provided that in the case of an ISO, the Grant Date shall be the later of the date on which the
Committee makes the determination granting such ISO or the date of commencement of the Participant�s employment relationship with the
Company.

15. Modification of Awards and Substitution of Options.
(a)           Modification, Extension, and Renewal of Awards. Within the limitations of the Plan, the Committee may modify an Award to
accelerate the rate at which an Option may be exercised (including without limitation permitting an Option to be exercised in full without regard
to the installment or vesting provisions of the applicable Award Agreement or whether the Option is at the time exercisable, to the extent it has
not previously been exercised), to accelerate the vesting of any Award, to extend or renew outstanding Awards or to accept the cancellation of
outstanding Awards to the extent not previously exercised. However, the Committee may not cancel an outstanding Option whose exercise price
is greater than Fair Market Value at the time of cancellation for the purpose of reissuing the Option to the Participant at a lower exercise price or
granting a replacement award of a different type. Notwithstanding the foregoing provision, no modification of an outstanding Award shall
materially and adversely affect such Participant�s rights thereunder (with such an affect being presumed to arise from a modification that would
trigger a violation of Section 409A of the Code), unless either (i) the Participant provides written consent, or (ii) before a Change in Control, the
Committee determines in good faith that the modification is not materially adverse to the Participant. Furthermore, neither the Company nor the
Committee shall, without shareholder approval, allow for a �repricing� within the meaning of federal securities laws applicable to proxy statement
disclosures.
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(b)           Substitution of Options. Notwithstanding any inconsistent provisions or limits under the Plan, in the event the Company or an Affiliate
acquires (whether by purchase, merger or otherwise) all or substantially all of outstanding capital stock or assets of another corporation or in the
event of any reorganization or other transaction qualifying under Section 424 of the Code, the Committee may, in accordance with the
provisions of that Section, substitute Options for options under the plan of the acquired company provided (i) the excess of the aggregate fair
market value of the shares subject to an option immediately after the substitution over the aggregate option price of such shares is not more than
the similar excess immediately before such substitution and (ii) the new option does not give persons additional benefits, including any
extension of the exercise period.
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16. Term of Plan.
The Plan shall continue in effect for a term of ten (10) years from its effective date as determined under Section 20 below, unless the Plan is
sooner terminated under Section 17 below.

17. Amendment and Termination of the Plan.
(a)           Authority to Amend or Terminate. Subject to Applicable Laws, the Board may from time to time amend, alter, suspend, discontinue, or
terminate the Plan.

(b)           Effect of Amendment or Termination. No amendment, suspension, or termination of the Plan shall materially and adversely affect
Awards already granted (with such an affect being presumed to arise from a modification that would trigger a violation of Section 409A of the
Code) unless either it relates to an adjustment pursuant to Section 13 or modification pursuant to Section 15(a) above, or it is otherwise mutually
agreed between the Participant and the Committee, which agreement must be in writing and signed by the Participant and the Company.
Notwithstanding the foregoing, the Committee may amend the Plan to eliminate provisions which are no longer necessary as a result of changes
in tax or securities laws or regulations, or in the interpretation thereof.

18. Conditions Upon Issuance of Shares.
Notwithstanding any other provision of the Plan or any agreement entered into by the Company pursuant to the Plan, the Company shall not be
obligated, and shall have no liability for failure, to issue or deliver any Shares under the Plan unless such issuance or delivery would comply
with Applicable Law, with such compliance determined by the Company in consultation with its legal counsel.

19. Reservation of Shares.
The Company, during the term of this Plan, will at all times reserve and keep available such number of Shares as shall be sufficient to satisfy the
requirements of the Plan.

20. Effective Date.
This Plan shall become effective on the date which it has received approval by a vote of a majority of the votes cast at a duly held meeting of the
Company�s shareholders (or by such other shareholder vote that the Administrator determines to be sufficient for the issuance of Shares or stock
options according to the Company�s governing documents and applicable state law).

21. Controlling Law.
All disputes relating to or arising from the Plan shall be governed by the internal substantive laws (and not the laws of conflicts of laws) of the
State of New York, to the extent not preempted by United States federal law. If any provision of this Plan is held by a court of
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competent jurisdiction to be invalid and unenforceable, the remaining provisions shall continue to be fully effective.

22. Laws And Regulations.
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(a)           U.S. Securities Laws. This Plan, the grant of Awards, and the exercise of Options under this Plan, and the obligation of the Company to
sell or deliver any of its securities (including, without limitation, Options and Restricted Shares) under this Plan shall be subject to all Applicable
Law. In the event that the Shares are not registered under the Securities Act of 1933, as amended (the �Act�), or any applicable state securities
laws prior to the delivery of such Shares, the Company may require, as a condition to the issuance thereof, that the persons to whom Shares are
to be issued represent and warrant in writing to the Company that such Shares are being acquired by him or her for investment for his or her own
account and not with a view to, for resale in connection with, or with an intent of participating directly or indirectly in, any distribution of such
Shares within the meaning of the Act, and a legend to that effect may be placed on the certificates representing the Shares.

(b)           Other Jurisdictions. To facilitate the making of any grant of an Award under this Plan, the Committee may provide for such special
terms for Awards to Participants who are foreign nationals or who are employed by the Company or any Affiliate outside of the United States of
America as the Committee may consider necessary or appropriate to accommodate differences in local law, tax policy or custom. The Company
may adopt rules and procedures relating to the operation and administration of this Plan to accommodate the specific requirements of local laws
and procedures of particular countries. Without limiting the foregoing, the Company is specifically authorized to adopt rules and procedures
regarding the conversion of local currency, taxes, withholding procedures and handling of stock certificates which vary with the customs and
requirements of particular countries. The Company may adopt sub-plans and establish escrow accounts and trusts as may be appropriate or
applicable to particular locations and countries.

23. No Shareholder Rights.
Neither a Participant nor any transferee of a Participant shall have any rights as a shareholder of the Company with respect to any Shares
underlying any Award until the date of issuance of a share certificate to a Participant or a transferee of a Participant for such Shares in
accordance with the Company�s governing instruments and Applicable Law. Prior to the issuance of Shares pursuant to an Award, a Participant
shall not have the right to vote or to receive dividends or any other rights as a shareholder with respect to the Shares underlying the Award,
notwithstanding its exercise in the case of Options. No adjustment will be made for a dividend or other right that is determined based on a record
date prior to the date the stock certificate is issued, except as otherwise specifically provided for in this Plan.

24. No Employment Rights.
The Plan shall not confer upon any Participant any right to continue an employment, service or consulting relationship with the Company, nor
shall it affect in any way a Participant�s
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right or the Company�s right to terminate the Participant�s employment, service, or consulting relationship at any time, with or without Cause.

25. Termination, Rescission and Recapture of Awards.
(a)           Each Award under the Plan is intended to align the Participant�s long-term interest with those of the Company. If the Participant
engages in certain activities discussed below, either during employment or after employment with the Company terminates for any reason, the
Participant is acting contrary to the long-term interests of the Company. Accordingly, but only to the extent expressly provided in an Award
Agreement, the Company may terminate any outstanding, unexercised, unexpired, unpaid, or deferred Awards (�Termination�), rescind any
exercise, payment or delivery pursuant to the Award (�Rescission�), or recapture any Common Stock (whether restricted or unrestricted) or
proceeds from the Participant�s sale of Shares issued pursuant to the Award (�Recapture�), if the Participant does not comply with the conditions of
subsections (b) and (c) hereof (collectively, the �Conditions�).

(b)           A Participant shall not, without the Company�s prior written authorization, disclose to anyone outside the Company, or use in other than
the Company�s business, any proprietary or confidential information or material, as those or other similar terms are used in any applicable patent,
confidentiality, inventions, secrecy, or other agreement between the Participant and the Company with regard to any such proprietary or
confidential information or material.

(c)           Pursuant to any agreement between the Participant and the Company with regard to intellectual property (including but not limited to
patents, trademarks, copyrights, trade secrets, inventions, developments, improvements, proprietary information, confidential business and
personnel information), a Participant shall promptly disclose and assign to the Company or its designee all right, title, and interest in such
intellectual property, and shall take all reasonable steps necessary to enable the Company to secure all right, title and interest in such intellectual
property in the United States and in any foreign country.
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(d)           Upon exercise, payment, or delivery of cash or Common Stock pursuant to an Award, the Participant shall certify on a form acceptable
to the Company that he or she is in compliance with the terms and conditions of the Plan and, if a severance of Continuous Service has occurred
for any reason, shall state the name and address of the Participant�s then-current employer or any entity for which the Participant performs
business services and the Participant�s title, and shall identify any organization or business in which the Participant owns a
greater-than-five-percent equity interest.

(e)           If the Company determines, in its sole and absolute discretion, that (i) a Participant has violated any of the Conditions or (ii) during his
or her Continuous Service, or within one (1) year after his or her termination for any reason, a Participant (a) has rendered services to or
otherwise directly or indirectly engaged in or assisted, any organization or business that, in the judgment of the Company in its sole and absolute
discretion, is or is working to become competitive with the Company; (b) has solicited any non-administrative employee of the Company to
terminate employment with the Company; or (c) has engaged in activities which are materially prejudicial to or in conflict with the interests of
the Company, including any breaches
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of fiduciary duty or the duty of loyalty, then the Company may, in its sole and absolute discretion, impose a Termination, Rescission, and/or
Recapture with respect to any or all of the Participant�s relevant Awards, Shares, and the proceeds thereof.

(f)            Within ten days after receiving notice from the Company of any such activity described in Section 25(e) above, the Participant shall
deliver to the Company the Shares acquired pursuant to the Award, or, if Participant has sold the Shares, the gain realized, or payment received
as a result of the rescinded exercise, payment, or delivery; provided, that if the Participant returns Shares that the Participant purchased pursuant
to the exercise of an Option (or the gains realized from the sale of such Common Stock), the Company shall promptly refund the exercise price,
without earnings, that the Participant paid for the Shares. Any payment by the Participant to the Company pursuant to this Section 21 shall be
made either in cash or by returning to the Company the number of Shares that the Participant received in connection with the rescinded exercise,
payment, or delivery. It shall not be a basis for Termination, Rescission or Recapture if after termination of a Participant�s Continuous Service,
the Participant purchases, as an investment or otherwise, stock or other securities of such an organization or business, so long as (i) such stock or
other securities are listed upon a recognized securities exchange or traded over-the-counter, and (ii) such investment does not represent more
than a five percent (5%) equity interest in the organization or business.

(g)           Notwithstanding the foregoing provisions of this Section, the Company has sole and absolute discretion not to require Termination,
Rescission and/or Recapture, and its determination not to require Termination, Rescission and/or Recapture with respect to any particular act by
a particular Participant or Award shall not in any way reduce or eliminate the Company�s authority to require Termination, Rescission and/or
Recapture with respect to any other act or Participant or Award. Nothing in this Section shall be construed to impose obligations on the
Participant to refrain from engaging in lawful competition with the Company after the termination of employment that does not violate
subsections (b) or (c) of this Section, other than any obligations that are part of any separate agreement between the Company and the Participant
or that arise under applicable law.

(h)           All administrative and discretionary authority given to the Company under this Section shall be exercised by the most senior human
resources executive of the Company or such other person or committee (including without limitation the Committee) as the Committee may
designate from time to time.

(i)             Notwithstanding any provision of this Section, if any provision of this Section is determined to be unenforceable or invalid under any
applicable law, such provision will be applied to the maximum extent permitted by applicable law, and shall automatically be deemed amended
in a manner consistent with its objectives to the extent necessary to conform to any limitations required under applicable law. Furthermore, if
any provision of this Section is illegal under any applicable law, such provision shall be null and void to the extent necessary to comply with
applicable law.

Notwithstanding the foregoing, but subject to any contrary terms set forth in any Award Agreement, this Section shall not be applicable: (i) to
any Participant who is not, on the Award
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Date, an Employee of the Company or its Affiliates; and (ii) to any Participant from and after his or her termination of Continuous Service after
a Change in Control.
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IMMTECH PHARMACEUTICALS, INC.

2006 STOCK INCENTIVE PLAN

_______________________

Appendix A: Definitions

______________________

As used in the Plan, the following definitions shall apply:

�Affiliate� means, with respect to any Person (as defined below), any other Person that directly or indirectly controls or is controlled by or under
common control with such Person. For the purposes of this definition, �control,� when used with respect to any Person, means the possession,
direct or indirect, of the power to direct or cause the direction of the management and policies of such Person or the power to elect directors,
whether through the ownership of voting securities, by contract or otherwise; and the terms �affiliated,� �controlling� and �controlled� have meanings
correlative to the foregoing.

�Applicable Law� means the legal requirements relating to the administration of options and share-based plans under applicable U.S. federal and
state laws, the Code, any applicable stock exchange or automated quotation system rules or regulations (to the extent the Committee determines
in its discretion that compliance with such rules or regulations) and the applicable laws of any other country or jurisdiction where Awards are
granted, as such laws, rules, regulations and requirements shall be in place from time to time.

�Award� means any award made pursuant to the Plan, including awards made in the form of an Option, a Restricted Share, or any combination
thereof, whether alternative or cumulative, authorized by and granted under this Plan.

�Award Agreement� means any written document setting forth the terms of an Award that has been authorized by the Committee. The Committee
shall determine the form or forms of documents to be used, and may change them from time to time for any reason.

�Board� means the Board of Directors of the Company.

�Cause� for termination of a Participant�s Continuous Service will have the meaning set forth in any unexpired employment agreement between the
Company and the Participant. In the absence of such an agreement, �Cause� will exist if the Participant is terminated from employment or other
service with the Company or an Affiliate for any of the following reasons: (i) the Participant�s willful failure to substantially perform his or her
duties and responsibilities to the Company or deliberate violation of a material Company policy; (ii) the Participant�s commission of any material
act or acts of fraud, embezzlement, dishonesty, or other willful misconduct; (iii) the Participant�s material unauthorized use or disclosure of any
proprietary information or trade secrets of the Company or any other party to whom the Participant owes an obligation of nondisclosure as a
result of his or her relationship with the Company; or (iv) Participant�s willful and material breach of any of his or her obligations under any
written agreement or covenant with the Company.
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The Committee shall in its discretion determine whether or not a Participant is being terminated for Cause. The Committee�s determination shall,
unless arbitrary and capricious, be final and binding on the Participant, the Company, and all other affected persons. The foregoing definition
does not in any way limit the Company�s ability to terminate a Participant�s employment or consulting relationship at any time, and the term
�Company� will be interpreted herein to include any Affiliate or successor thereto, if appropriate.

�Change in Control� means any of the following:

(i)             Acquisition of Controlling Interest. Any Person (other than Persons who are Employees at any time more than one year before a
transaction) becomes the Beneficial Owner, directly or indirectly, of securities of the Company representing 50% or more of the combined
voting power of the Company�s then outstanding securities. In applying the preceding sentence, (i) securities acquired directly from the Company
or its Affiliates by or for the Person shall not be taken into account, and (ii) an agreement to vote securities shall be disregarded unless its
ultimate purpose is to cause what would otherwise be Change of Control, as reasonably determined by the Board.

(ii)            Change in Board Control. During a consecutive 2-year period commencing after the date of adoption of this Plan, individuals who
constituted the Board at the beginning of the period (or their approved replacements, as defined in the next sentence) cease for any reason to
constitute a majority of the Board. A new Director shall be considered an �approved replacement� Director if his or her election (or nomination for
election) was approved by a vote of at least a majority of the Directors then still in office who either were Directors at the beginning of the
period or were themselves approved replacement Directors, but in either case excluding any Director whose initial assumption of office occurred
as a result of an actual or threatened solicitation of proxies or consents by or on behalf of any Person other than the Board.

(iii)           Merger. The Company consummates a merger, or consolidation of the Company with any other corporation unless: (a) the voting
securities of the Company outstanding immediately before the merger or consolidation would continue to represent (either by remaining
outstanding or by being converted into voting securities of the surviving entity) at least 50% of the combined voting power of the voting
securities of the Company or such surviving entity outstanding immediately after such merger or consolidation; and (b) no Person (other than
Persons who are Employees at any time more than one year before a transaction) becomes the Beneficial Owner, directly or indirectly, of
securities of the Company representing 50% or more of the combined voting power of the Company�s then outstanding securities.

(iv)          Sale of Assets. The stockholders of the Company approve an agreement for the sale or disposition by the Company of all, or
substantially all, of the Company�s assets.

(v)           Liquidation or Dissolution. The stockholders of the Company approve a plan or proposal for liquidation or dissolution of the
Company.
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Notwithstanding the foregoing, a �Change in Control� shall not be deemed to have occurred by virtue of the consummation of any transaction or
series of integrated transactions immediately following which the record holders of the common stock of the Company immediately prior to such
transaction or series of transactions continue to have substantially the same proportionate ownership in an entity which owns all or substantially
all of the assets of the Company immediately following such transaction or series of transactions.

�Code� means the U.S. Internal Revenue Code of 1986, as amended.

�Committee� means one or more committees or subcommittees of the Board appointed by the Board to administer the Plan in accordance with
Section 4 above. With respect to any decision involving an Award intended to satisfy the requirements of Section 162(m) of the Code, the
Committee shall consist of two or more Directors of the Company who are �outside directors� within the meaning of Section 162(m) of the Code.
With respect to any decision relating to a Reporting Person, the Committee shall consist of two or more Directors who are disinterested within
the meaning of Rule 16b-3.

�Company� means Immtech Pharmaceuticals, Inc., a Delaware corporation; provided, however, that in the event the Company reincorporates to
another jurisdiction, all references to the term �Company� shall refer to the Company in such new jurisdiction.
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�Consultant� means any person, including an advisor, who is engaged by the Company or any Affiliate to render services and is compensated for
such services.

�Continuous Service� means the absence of any interruption or termination of service as an Employee, Director, or Consultant. Continuous
Service shall not be considered interrupted in the case of: (i) sick leave; (ii) military leave; (iii) any other leave of absence approved by the
Committee, provided that such leave is for a period of not more than 90 days, unless reemployment upon the expiration of such leave is
guaranteed by contract or statute, or unless provided otherwise pursuant to Company policy adopted from time to time; (iv) changes in status
from Director to advisory director or emeritus status; or (iv) in the case of transfers between locations of the Company or between the Company,
its Affiliates or their respective successors. Changes in status between service as an Employee, Director, and a Consultant will not constitute an
interruption of Continuous Service.

�Director� means a member of the Board, or a member of the board of directors of an Affiliate.

�Disabled� means a condition under which a Participant --

(a)           is unable to engage in any substantial gainful activity by reason of any medically determinable physical or mental impairment which
can be expected to result in death or can be expected to last for a continuous period of not less than 12 months, or

(b)           is, by reason of any medically determinable physical or mental impairment which can be expected to result in death or can be expected
to last for a continuous period of not less than 12 months, received income replacement benefits for a period of not less than 3 months under an
accident or health plan covering employees of the Company.

A-19

�Eligible Person� means any Consultant, Director or Employee and includes non-Employees to whom an offer of employment has been or is
being extended.

�Employee� means any person whom the Company or any Affiliate classifies as an employee (including an officer) for employment tax purposes,
whether or not that classification is correct. The payment by the Company of a director�s fee to a Director shall not be sufficient to constitute
�employment� of such Director by the Company.

�Exchange Act� means the Securities Exchange Act of 1934, as amended.

�Fair Market Value� means, as of any date (the �Determination Date�) means: (i) the closing price of a Share on the New York Stock Exchange or
the American Stock Exchange (collectively, the �Exchange�), on the Determination Date, or, if shares were not traded on the Determination Date,
then on the nearest preceding trading day during which a sale occurred; or (ii) if such stock is not traded on the Exchange but is quoted on
NASDAQ or a successor quotation system, (A) the last sales price (if the stock is then listed as a National Market Issue under The Nasdaq
National Market System) or (B) the mean between the closing representative bid and asked prices (in all other cases) for the stock on the
Determination Date as reported by NASDAQ or such successor quotation system; or (iii) if such stock is not traded on the Exchange or quoted
on NASDAQ but is otherwise traded in the over-the-counter, the mean between the representative bid and asked prices on the Determination
Date; or (iv) if subsections (i)-(iii) do not apply, the fair market value established in good faith by the Board.

�Grant Date� has the meaning set forth in Section 14 of the Plan.

�Incentive Share Option or ISO� hereinafter means an Option intended to qualify as an incentive stock option within the meaning of Section 422
of the Code, as designated in the applicable Award Agreement.

�Involuntary Termination� means termination of a Participant�s Continuous Service under the following circumstances occurring on or after a
Change in Control: (i) termination without Cause by the Company or an Affiliate or successor thereto, as appropriate; or (ii) voluntary
termination by the Participant within 60 days following (A) a material reduction in the Participant�s job responsibilities, provided that neither a
mere change in title alone nor reassignment to a substantially similar position shall constitute a material reduction in job responsibilities; (B) an
involuntary relocation of the Participant�s work site to a facility or location more than 50 miles from the Participant�s principal work site at the
time of the Change in Control; or (C) a material reduction in Participant�s total compensation other than as part of an reduction by the same
percentage amount in the compensation of all other similarly-situated Employees, Directors or Consultants.
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�Non-ISO� means an Option not intended to qualify as an ISO, as designated in the applicable Award Agreement.

�Option� means any stock option granted pursuant to Section 6 of the Plan.

�Participant� means any holder of one or more Awards, or the Shares issuable or issued upon exercise of such Awards, under the Plan.
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�Person� means any natural person, association, trust, business trust, cooperative, corporation, general partnership, joint venture, joint-stock
company, limited partnership, limited liability company, real estate investment trust, regulatory body, governmental agency or instrumentality,
unincorporated organization or organizational entity.

�Plan� means this Immtech Pharmaceutical, Inc. 2006 Stock Incentive Plan.

�Reporting Person� means an officer, Director, or greater than ten percent shareholder of the Company within the meaning of Rule 16a-2 under
the Exchange Act, who is required to file reports pursuant to Rule 16a-3 under the Exchange Act.

�Restricted Shares� mean Shares subject to restrictions imposed pursuant to Section 8 of the Plan.

�Rule16b-3� means Rule 16b-3 promulgated under the Exchange Act, as amended from time to time, or any successor provision.

�Share� means a share of common stock of the Company, as adjusted in accordance with Section 13 of the Plan.

�Ten Percent Holder� means a person who owns stock representing more than ten percent (10%) of the combined voting power of all classes of
stock of the Company or any Affiliate.
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