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PROSPECTUS
12,235,532 Shares

Common Stock

This prospectus relates to the resale from time to time of up to 12,235,532 shares of our outstanding common stock
in the aggregate, including shares of our common stock issuable upon the exercise of warrants, which were issued to
the selling stockholders named in this prospectus and which may be held from time to time by such stockholders and
their donees, pledgees or successors . Of the shares of common stock offered under this prospectus, 9,411,948 shares
were issued in connection with a private placement of our shares to institutional and other accredited investors and
2,823,584 shares are issuable upon the exercise of warrants issued to the investors in the private placement. We are
not selling any securities under this prospectus and will not receive any of the proceeds from the sale of shares by the
selling stockholders, although we may receive proceeds upon the exercise of the warrants.

The selling stockholders may sell the shares of common stock described in this prospectus from time to time in a
number of different ways and at varying prices determined at the time of sale or at negotiated prices. We provide more
information about how the selling stockholders may sell their shares of common stock in the section entitled “Plan of
Distribution” on page 23 . We will not be paying any underwriting discounts or commissions in this offering.

The common stock is traded on the Nasdaq Global Market under the symbol “MITIL.” On November 21, 2008, the
reported closing price of the common stock was $3.80 per share.

An investment in the shares offered hereby involves a high degree of risk. Before investing in our common
stock, we recommend that you carefully read this entire prospectus, including the “Risk Factors” section
beginning on page 4.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus. Any representation
to the contrary is a criminal offense.

The date of this prospectus is November 24, 2008.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or SEC.
The prospectus relates to 12,235,532 shares of our common stock, including 2,823,584 shares of our common stock
issuable upon the exercise of warrants, which the selling stockholders named in this prospectus may sell from time to
time. We will not receive any of the proceeds from these sales, except that upon any exercise of the warrants by
payment of cash, we will receive the exercise price of the warrants. We have agreed to pay the expenses incurred in
registering these shares, including legal and accounting fees.

You should rely only on the information contained or incorporated by reference in this prospectus. We have not, and
the selling stockholders have not, authorized anyone to provide you with information different from that contained in
this prospectus. The selling stockholders are offering to sell, and seeking offers to buy, shares of our common stock
only in jurisdictions where it is lawful to do so. The selling stockholders should not make an offer of these shares in
any state where the offer is not permitted. Brokers or dealers should confirm the existence of an exemption from
registration or effect a registration in connection with any offer and sale of these shares.

The information in this prospectus is accurate only as of the date of this prospectus, regardless of the time of delivery
of this prospectus or any sale of our common stock.

You should read this prospectus together with the additional information described under the heading “Where You Can
Find More Information.”
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PROSPECTUS SUMMARY

This summary highlights information contained elsewhere or incorporated by reference into this prospectus. Because

it is a summary, it does not contain all of the information that you should consider before investing in our securities.
You should read this entire prospectus carefully, including the section entitled “Risk Factors” and the documents that
we incorporate by reference into this prospectus, before making an investment decision.

MICROMET, INC.

We are a biopharmaceutical company developing novel, proprietary antibodies for the treatment of cancer,
inflammation and autoimmune diseases. Four of our antibodies are currently in clinical trials, while the remainder of
our product pipeline is in preclinical development. Blinatumomab, also known as MT103 and MEDI-538, the most
advanced antibody in our product pipeline developed using our BiTE @ antibody technology platform, is being
evaluated in a phase 2 clinical trial for the treatment of patients with acute lymphoblastic leukemia and in a phase 1
clinical trial for the treatment of patients with non-Hodgkin’s lymphoma. BiTE antibodies represent a new class of
antibodies that activate a patient’s own cytotoxic T cells, considered the most powerful “killer cells” of the human
immune system, to eliminate cancer cells. We are developing blinatumomab in collaboration with MedImmune, Inc.,
a subsidiary of AstraZeneca plc. MT110, our second BiTE antibody in clinical development, is being evaluated in a
phase 1 clinical trial for the treatment of patients with lung or gastrointestinal cancer. Our third clinical stage antibody
is adecatumumab, also known as MT201, a human monoclonal antibody that targets epithelial cell adhesion molecule,
or EpCAM-expressing solid tumors. We are developing adecatumumab in collaboration with Merck Serono in a phase
1b clinical trial evaluating adecatumumab in combination with docetaxel for the treatment of patients with metastatic
breast cancer. Our fourth clinical stage antibody is MT293, which is licensed to TRACON and is being developed in a
phase 1 clinical trial for the treatment of patients with cancer. We have additional BiTE antibodies that are in different
stages of preclinical development and that target CEA, CD33, Her2, EGFR, and MCSP. In addition, we have
established a collaboration with Nycomed for the development and commercialization of MT203, a human antibody
neutralizing the activity of granulocyte/macrophage colony stimulating factor, or GM-CSF, which has potential
applications in the treatment of various inflammatory and autoimmune diseases, such as rheumatoid arthritis,
psoriasis, or multiple sclerosis. To date, we have incurred significant research and development expenses and have not
achieved any product revenues from sales of our product candidates.

Each of our programs will require many years and significant costs to advance through development. Typically it
takes many years from the initial identification of a lead compound to the completion of preclinical and clinical trials,
before applying for marketing approval from the United States Food and Drug Administration, or FDA, or European
Medicines Agency, or EMEA, or equivalent regulatory agencies. The risk that a program has to be terminated, in part
or in full, for safety reasons or lack of adequate efficacy, is very high. In particular, we cannot predict which, if any, of
our potential product candidates will be successfully developed or approved, nor can we predict the time and cost to
complete development.

As we obtain results from preclinical studies or clinical trials, we may elect to discontinue the development for certain
product candidates for safety, efficacy or commercial reasons. We may also elect to discontinue development of one
or more product candidates in order to focus our resources on more promising product candidates. Our business
strategy includes entering into collaborative agreements with third parties for the development and commercialization
of our product candidates. Depending on the structure of such collaborative agreements, a third party may be granted
control over the clinical trial process for one of our product candidates. In such a situation, the third party, rather than
us, may in fact control development and commercialization decisions for the respective product candidate. Consistent
with our business model, we may enter into additional collaboration agreements in the future. We cannot predict the
terms of such agreements or their potential impact on our capital requirements. Our inability to complete our research
and development projects in a timely manner, or our failure to enter into new collaborative agreements, when
appropriate, could significantly increase our capital requirements and affect our liquidity.
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Since our inception, we have financed our operations through private placements of preferred stock, debt financing,
and government grants for research, as well as licensing fees, milestone payments and research-contribution revenues
from our collaborations with pharmaceutical companies, and, more recently, through private placements of common
stock and associated warrants. We intend to continue to seek funding through public or private financings in the
future. If we are successful in raising additional funds through the issuance of equity securities, stockholders may
experience substantial dilution including as a result of issuing warrants in connection with the financing, or the equity
securities may have rights, preferences or privileges senior to existing stockholders. If we are successful in raising
additional funds through debt financings, these financings may involve significant cash payment obligations and
covenants that restrict our ability to operate our business. There can be no assurance that we will be successful in
raising additional capital on acceptable terms, or at all.

As described above, we have strategic collaborations with Merck Serono, Medlmmune and Nycomed to develop
therapeutic antibodies in cancer and inflammatory and autoimmune diseases. We also have a license agreement with
TRACON for the development and commercialization of one of our clinical stage product candidates and an exclusive
marketing agreement with Enzon, Inc. (now Enzon Pharmaceuticals, Inc.) to market and license to third parties the
companies’ respective single-chain antibody patent estates. See “Risk Factors” for a discussion of risks relating to our
business and owning our capital stock.

On May 5, 2006, CancerVax Corporation completed a merger with Micromet AG, a privately-held German company.
CancerVax was incorporated in the State of Delaware on June 12, 1998. Following the merger, CancerVax was
renamed “Micromet, Inc.” Unless specifically noted otherwise, as used throughout this prospectus, “Micromet”, “we,” “us,
and “our” refers to the business of the combined company after the closing of the merger, and “collaborator” refers to the

counterparties to our collaboration agreements as well as the counterparties to our license agreements.

Our principal executive offices are located at 6707 Democracy Boulevard, Suite 505, Bethesda, Maryland 20817, and
our main telephone number is (240) 752-1420. Our website is located on the world wide web at
http://www.micromet-inc.com. We do not incorporate by reference into this prospectus the information on, or
accessible through, our website, and you should not consider it as part of this prospectus.
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RECENT DEVELOPMENTS

We entered into a Securities Purchase Agreement dated September 29, 2008 with various institutional and individual
accredited investors, pursuant to which we agreed to sell and issue an aggregate of 9,411,948 shares of our common
stock, which we refer to herein as the Shares, and Warrants to purchase up to an aggregate of 2,823,584 shares of our
common stock, which we refer to herein as the Warrant Shares, in a private placement. The per unit purchase price of
a Share and a Warrant to purchase 0.3 shares of common stock was $4.25. The Shares and the Warrants were issued
on October 2, 2008. We received gross proceeds of approximately $40.0 million, before offering expenses. Among the
investors were three of our directors in their individual capacities and two funds affiliated with directors of our
company. Piper Jaffray & Company acted as sole book-running lead placement agent with respect to the transaction
and received an aggregate cash fee equal to approximately $1.7 million, and RBC Capital Markets acted as co-lead
placement agent and received an aggregate cash fee equal to approximately $0.8 million.

The Warrants are exercisable at $4.63 per share until October 2, 2013. The exercise price of the Warrants is subject to
adjustment upon certain transactions, including stock splits, stock dividends, pro rata distributions of securities or
assets to stockholders, mergers, consolidations, sales of all or substantially all of our assets, tender or exchange offers
or reclassifications.

In connection with the private placement, we entered into a Registration Rights Agreement dated September 29, 2008
pursuant to which we agreed to register both the Shares and the Warrant Shares for resale under the Securities Act of
1933, as amended, or the Securities Act. Under the terms of the Registration Rights Agreement, we were required to
file a registration statement with the SEC on or before November 3, 2008. Pursuant to the Registration Rights
Agreement, we also agreed to use commercially reasonable efforts to keep the Registration Statement continuously
effective under the Securities Act until the earlier of the date on which all of the Shares and Warrant Shares have been
publicly sold by the selling stockholders, or until October 2, 2010. We also agreed to other customary obligations
regarding registration, including matters relating to indemnification and payment of expenses.

We may be liable for liquidated damages to holders of the Shares and Warrant Shares if the registration statement of
which this prospectus is a part is not declared effective by the earlier of January 30, 2009 or the tenth trading day
following the date on which we receive notification from the SEC that the registration statement will not be reviewed
or is no longer subject to further review by the SEC. We may also be liable for liquidated damages if the registration
statement ceases for any reason to remain continuously effective as to all of the Shares, or a purchaser of the Shares is
not permitted to resell such purchaser’s Shares under the registration statement for any reason for more than an
aggregate of 20 consecutive calendar days or 40 total calendar days in any 12-month period, or if we fail to satisfy the
current public information requirement under Rule 144(c)(1) of the Securities Act as a result of which the purchasers
who are not affiliates are unable to sell their Shares. The amount of the liquidated damages is, in aggregate, one
percent per month, subject to an aggregate cap of six percent, and in certain instances twelve percent, of the aggregate
purchase price of the securities, except that no liquidated damages will apply with respect to the Warrants or the
Warrant Shares prior to their issuance.
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THE OFFERING
Issuer Micromet, Inc.
Selling Stockholders Accredited investors who purchased shares of our common stock and

warrants in a private placement in October 2008.

Securities offered by Selling Stockholders 12,235,532 shares of our common stock, which includes 2,823,584 shares
issuable to the selling stockholders named in this prospectus upon the
exercise of the warrants.

Use of proceeds We will not receive any proceeds from sales of the shares of common
stock sold from time to time under this prospectus by the selling
stockholders. Upon any exercise of the warrants by payment of cash,
however, we will receive the exercise price of the warrants, which will be
used for general corporate purposes.

Warrants Each warrant is exercisable for shares of our common stock at an initial
exercise price of $4.63 per share, subject to adjustment upon certain
events. The warrants were exercisable upon issuance and will expire at
5:30 p.m., New York City time, on October 2, 2013.

Trading of Warrants The common stock underlying the warrants is being registered for resale
hereunder. Currently, there is no public market for the warrants, and we
do not expect that any such market will develop. The warrants will not be
listed on any securities exchange or included in any automated quotation
system.

Risk Factors An investment in our common stock involves a high degree of risk. See
“Risk Factors” beginning on page 4 for a discussion of certain factors that

you should consider when evaluating an investment in our common
stock.

NASDAQ Global Market symbol “MITT”
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RISK FACTORS

Investing in our common stock involves a high degree of risk. The following information sets forth factors that could
cause our actual results to differ materially from those contained in forward-looking statements we have made in this
prospectus and the information incorporated herein by reference and those we may make from time to time. If any of
the following risks actually occur, the market price of our common stock could decline, and you could lose all or part
of your investment. Additional risks not presently known to us or that we currently believe are immaterial may also
significantly impair our business operations and could result in a complete loss of your investment. Certain factors
individually or in combination with others may have a material adverse effect on our business, financial condition and
results of operations and you should carefully consider them. You should also consider all other information
contained in or incorporated by reference in this prospectus before deciding to invest in our common stock.

Risks Relating to Our Financial Results, Financial Reporting and Need for Financing

We have a history of losses, we expect to incur substantial losses and negative operating cash flows for the
foreseeable future and we may never achieve or maintain profitability.

We have incurred losses from the inception of Micromet through September 30, 2008, and we expect to incur
substantial losses for the foreseeable future. We have no current sources of material ongoing revenue, other than the
reimbursement of development expenses and potential future milestone payments from our current collaborators or
licensees, Merck Serono, Medlmmune, Nycomed and TRACON. We have not commercialized any products to date,
either alone or with a third party collaborator. If we are not able to commercialize any products, whether alone or with
a collaborator, we may not achieve profitability. Even if our collaboration agreements provide funding for a portion of
our research and development expenses for some of our programs, we expect to spend significant capital to fund our
internal research and development programs for the foreseeable future. As a result, we will need to generate
significant revenues in order to achieve profitability. We cannot be certain whether or when this will occur because of
the significant uncertainties that affect our business. Even if we do achieve profitability, we may not be able to sustain
or increase profitability on a quarterly or annual basis. Our failure to become and remain profitable may depress the
market value of our common stock and could impair our ability to raise capital, expand our business, diversify our
product offerings or continue our operations and, as a result, you could lose part or all of your investment.

We will require additional financing, which may be difficult to obtain and may dilute your ownership interest in us.
If we fail to obtain the capital necessary to fund our operations, we will be unable to develop or commercialize our
product candidates and our ability to operate as a going concern may be adversely affected.

We will require substantial funds to continue our research and development programs and our future capital
requirements may vary from what we expect. There are factors, many of which are outside our control, that may affect
our future capital requirements and accelerate our need for additional financing. Among the factors that may affect our
future capital requirements and accelerate our need for additional financing are:

* continued progress in our research and development programs, as well as the scope of these programs;

our ability to establish and maintain collaborative arrangements for the discovery, research or development of our
product candidates;

the timing, receipt and amount of research funding and milestone, license, royalty and other payments, if any, from
collaborators;

the timing, receipt and amount of sales revenues and associated royalties to us, if any, from our product candidates in
the market;
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. our ability to sell shares of our common stock under our CEFF with Kingsbridge;

the costs of preparing, filing, prosecuting, maintaining, defending and enforcing patent claims and other
patent-related costs, including litigation costs and technology license fees;

. costs associated with litigation; and
. competing technological and market developments.

We filed a shelf registration statement, declared effective by the SEC on December 9, 2004, under which we may raise
up to $80 million through the sale of our common stock. This shelf registration statement became inactive in March
2006, and will expire in December 2008. We may seek to file a new shelf registration statement, although our ability
to do so will depend on our eligibility to use a shelf registration statement at such time, under applicable SEC rules.
We expect to seek additional funding through public or private financings or from new collaborators with whom we
enter into research or development collaborations with respect to programs that are not currently licensed. However,
the market for stock of companies in the biotechnology sector in general, and the market for our common stock in
particular, is highly volatile. Due to market conditions and the status of our product development pipeline, additional
funding may not be available to us on acceptable terms, or at all. Having insufficient funds may require us to delay,
scale back or eliminate some or all of our research or development programs or to relinquish greater or all rights to
product candidates at an earlier stage of development or on less favorable terms than we would otherwise choose.
Failure to obtain adequate financing also may adversely affect our ability to operate as a going concern.

4
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If we raise additional funds through the issuance of equity securities, our stockholders may experience substantial
dilution, including as a result of the issuance of warrants in connection with the financing, or the equity securities may
have rights, preferences or privileges senior to those of existing stockholders. If we raise additional funds through debt
financings, these financings may involve significant cash payment obligations and covenants that restrict our ability to
operate our business and make distributions to our stockholders. We also could elect to seek funds through
arrangements with collaborators or others that may require us to relinquish rights to certain technologies, product
candidates or products.

Our committed equity financing facility with Kingsbridge may not be available to us if we elect to make a draw
down, may require us to make additional “blackout” or other payments to Kingsbridge and may result in dilution to
our stockholders.

In August 2006, we entered into a CEFF with Kingsbridge. The CEFF entitles us to sell and obligates Kingsbridge to
purchase, from time to time until September 2009, shares of our common stock for cash consideration up to an
aggregate of $25 million, subject to certain conditions and restrictions. Kingsbridge will not be obligated to purchase
shares under the CEFF unless certain conditions are met, which include:

« minimum price for our common stock that is not less than 85% of the closing price of the day immediately
preceding the applicable eight-day pricing period, but in no event less than $2.00 per share;

. the accuracy of representations and warranties made to Kingsbridge;

our compliance with all applicable laws which, if we failed to so comply, would have a Material Adverse Effect (as
that term is defined in the purchase agreement with Kingsbridge); and

the effectiveness of a registration statement registering for resale the shares of common stock to be issued in
connection with the CEFF.

Kingsbridge is permitted to terminate the CEFF by providing written notice to us upon the occurrence of certain
events. For example, we are only eligible to draw down funds under the CEFF at such times as our stock price is
above $2.00 per share. Kingsbridge is also able to terminate the CEFF at any time that we have not drawn down at
least $1.25 million in funds over a consecutive 12-month period. As of the date of this prospectus, we have not drawn
down any funds from the CEFF, and therefore Kingsbridge could terminate the CEFF under its terms. The CEFF is
scheduled to expire in September 2009. We intend to seek an extension of the term of the CEFF, but no assurance can
be given that Kingsbridge will agree to any such extension. In order to extend the term of the CEFF beyond
September 2009, Kingsbridge may require additional consideration, such as the issuance of a warrant to purchase our
common stock that could result in additional dilution to our stockholders. If we are unable to access funds through
the CEFF, or if Kingsbridge terminates the CEFF or it otherwise expires, we may be unable to access capital from
other sources on favorable terms, or at all.

We are entitled, in certain circumstances, to deliver a blackout notice to Kingsbridge to suspend the use of the resale
registration statement and prohibit Kingsbridge from selling shares under the resale registration statement for a certain
period of time. If we deliver a blackout notice during the fifteen trading days following our delivery of shares to
Kingsbridge in connection with any draw down, then we may be required to make a payment to Kingsbridge, or issue
to Kingsbridge additional shares in lieu of this payment, calculated on the basis of the number of shares purchased by
Kingsbridge in the most recent draw down and held by Kingsbridge immediately prior to the blackout period and the
decline in the market price, if any, of our common stock during the blackout period. If the trading price of our
common stock declines during a blackout period, this blackout payment could be significant.
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In addition, if we fail to maintain the effectiveness of the resale registration statement or related prospectus in
circumstances not permitted by our agreement with Kingsbridge, we may be required to make a payment to
Kingsbridge, calculated on the basis of the number of shares held by Kingsbridge during the period that the
registration statement or prospectus is not effective, multiplied by the decline in market price, if any, of our common
stock during the ineffective period. If the trading price of our common stock declines during a period in which the
resale registration statement or related prospectus is not effective, this payment could be significant.

Should we sell shares to Kingsbridge under the CEFF or issue shares in lieu of a blackout payment, it will have a
dilutive effect on the holdings of our current stockholders and may result in downward pressure on the price of our
common stock. If we draw down under the CEFF, we will issue shares to Kingsbridge at a discount of 6% to 14%
from the volume weighted average price of our common stock. If we draw down amounts under the CEFF when our
share price is decreasing, we will need to issue more shares to raise the same amount than if our stock price was
higher. Issuances in the face of a declining share price will have an even greater dilutive effect than if our share price
were stable or increasing and may further decrease our share price. Moreover, the number of shares that we will be
able to issue to Kingsbridge in a particular draw down may be materially reduced if our stock price declines
significantly during the applicable eight-day pricing period.

5

10



Edgar Filing: MICROMET, INC. - Form 424B3

Our quarterly operating results and stock price may fluctuate significantly.

We expect our results of operations to be subject to quarterly fluctuations. The level of our revenues, if any, and
results of operations for any given period, will be based primarily on the following factors:

. the status of development of our product candidates;

the time at which we enter into research and license agreements with strategic collaborators that provide for
payments to us, and the timing and accounting treatment of payments to us, if any, under those agreements;

whether or not we achieve specified research, development or commercialization milestones under any agreement
that we enter into with strategic collaborators and the timely payment by these collaborators of any amounts payable
to us;

* the addition or termination of research programs or funding support under collaboration agreements;

the timing of milestone payments under license agreements, repayments of outstanding amounts under loan
agreements, and other payments that we may be required to make to others;

wariations in the level of research and development expenses related to our clinical or preclinical product candidates
during any given period;

the change in fair value of the common stock warrants issued to investors in connection with our 2007 private
placement financing, remeasured at each balance sheet date using a Black-Scholes option-pricing model, with the
change in value recorded as other income or expense; and

. general market conditions affecting companies with our risk profile and market capitalization.

These factors may cause the price of our stock to fluctuate substantially. We believe that quarterly comparisons of our
financial results are not necessarily meaningful and should not be relied upon as an indication of our future
performance.

If the estimates we make and the assumptions on which we rely in preparing our financial statements prove
inaccurate, our actual results may vary significantly.

Our financial statements have been prepared in accordance with generally accepted accounting principles in the
United States. The preparation of these financial statements requires us to make estimates and judgments that affect
the reported amounts of our assets, liabilities, revenues and expenses, the amounts of charges taken by us and related
disclosure. We base our estimates on historical experience and on various other assumptions that we believe to be
reasonable under the circumstances. We cannot assure you that our estimates, or the assumptions underlying them,
will be correct. Accordingly, our actual financial results may vary significantly from the estimates contained in our
financial statements.

Changes in, or interpretations of, accounting rules and regulations could result in unfavorable accounting charges
or require us to change our compensation policies.

Accounting methods and policies for biopharmaceutical companies, including policies governing revenue recognition,
research and development and related expenses, accounting for stock options and in-process research and
development costs are subject periodically to further review, interpretation and guidance from relevant accounting
authorities, including the SEC. Changes to, or interpretations of, accounting methods or policies in the future may

11
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require us to reclassify, restate or otherwise change or revise our financial statements, including those contained in this
filing.

Our operating and financial flexibility, including our ability to borrow money, is limited by certain debt
arrangements.

Our loan agreements contain certain customary events of default, which generally include, among others,

non-payment of principal and interest, violation of covenants, cross defaults, the occurrence of a material adverse

change in our ability to satisfy our obligations under our loan agreements or with respect to one of our lenders’ security
interest in our assets and in the event we are involved in certain insolvency proceedings. Upon the occurrence of an

event of default, our lenders may be entitled to, among other things, accelerate all of our obligations and sell our assets

to satisfy our obligations under our loan agreements. In addition, in an event of default, our outstanding obligations

may be subject to increased rates of interest.

In addition, we may incur additional indebtedness from time to time to finance acquisitions, investments or strategic
alliances or capital expenditures or for other purposes. Our level of indebtedness could have negative consequences

for us, including the following:

our ability to obtain additional financing, if necessary, for working capital, capital expenditures, acquisitions or other
purposes may be impaired or such financing may not be available on favorable terms;

payments on our indebtedness will reduce the funds that would otherwise be available for our operations and future
business opportunities;

*we may be more highly leveraged than our competitors, which may place us at a competitive disadvantage; and

e our debt level may reduce our flexibility in responding to changing business and economic conditions.

12
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We have determined and further received an opinion from our independent registered public accounting firm in
connection with our year-end audit for 2007 that our system of internal control over financial reporting does not
meet the requirements of Section 404 of the Sarbanes-Oxley Act of 2002. As a result, investors could lose
confidence in the reliability of our internal control over financial reporting, which could have a material adverse
effect on our stock price.

As a publicly traded company, we are required to comply with the Sarbanes-Oxley Act of 2002, or Sarbanes-Oxley,
and the related rules and regulations of the SEC, including Section 404 of Sarbanes-Oxley. We are in the process of
upgrading our existing, and implementing additional, procedures and controls.

Our internal control system is designed to provide reasonable assurance to our management and board of directors
regarding the preparation and fair presentation of published financial statements. In connection with the audit of our
consolidated financial statements for the year ended December 31, 2007, our independent registered public accounting
firm provided us with an unqualified opinion on our consolidated financial statements, but it identified material
weaknesses in our internal control over financial reporting based on criteria established in “Internal Control — Integrated
Framework,” issued by the Committee of Sponsoring Organizations, or COSO, of the Treadway Commission. These
material weaknesses relate to certain of our accrual processes and an insufficient level of management review in our
financial statement close and reporting process. Because of these material weaknesses in our internal control over
financial reporting, there is heightened risk that a material misstatement of our annual or quarterly financial statements
will not be prevented or detected.

We are in the process of expanding our internal resources and implementing additional procedures in order to
remediate these material weaknesses in our internal control over financial reporting; however, we cannot guarantee
that these efforts will be successful. If we do not adequately remedy these material weaknesses, and if we fail to
maintain proper and effective internal control over financial reporting in future periods, our ability to provide timely
and reliable financial results could suffer, and investors could lose confidence in our reported financial information,
which may have a material adverse effect on our stock price.

Risks Relating to Our Common Stock

Substantial sales of shares may adversely impact the market price of our common stock and our ability to issue and
sell shares in the future.

Substantially all of the outstanding shares of our common stock are eligible for resale in the public market. A
significant portion of these shares is held by a small number of stockholders. We have also registered shares of our
common stock that we may issue under our equity incentive compensation plans and our employee stock purchase
plan. In addition, any shares issued under the CEFF would be covered by a registration statement and eligible for
resale in the public market. These shares generally can be freely sold in the public market upon issuance. If our
stockholders sell substantial amounts of our common stock, the market price of our common stock may decline, which
might make it more difficult for us to sell equity or equity-related securities in the future at a time and price that we
deem appropriate. We are unable to predict the effect that sales of our common stock may have on the prevailing
market price of our common stock.

Our stock price may be volatile, and you may lose all or a substantial part of your investment.

The market price for our common stock is volatile and may fluctuate significantly in response to a number of factors,
a number of which we cannot control. Among the factors that could cause material fluctuations in the market price for
our common stock are:

* our ability to upgrade and implement our disclosure controls and our internal control over financial reporting;

13
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. our ability to successfully raise capital to fund our continued operations;
. our ability to successfully develop our product candidates within acceptable timeframes;
. changes in the regulatory status of our product candidates;

changes in significant contracts, strategic collaborations, new technologies, acquisitions, commercial relationships,
joint ventures or capital commitments;

the execution of new collaboration agreements or termination of existing collaborations related to our clinical or
preclinical product candidates or our BiTE antibody technology platform;

. announcements of the invalidity of, or litigation relating to, our key intellectual property;
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announcements of the achievement of milestones in our agreements with collaborators or the receipt of payments
under those agreements;

announcements of the results of clinical trials by us or by companies with commercial products or product candidates
in the same therapeutic category as our product candidates;

. events affecting our collaborators;
. fluctuations in stock market prices and trading volumes of similar companies;

announcements of new products or technologies, clinical trial results, commercial relationships or other events by us,
our collaborators or our competitors;

eour ability to successfully complete strategic collaboration arrangements with respect to our product candidates;

. variations in our quarterly o
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