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_______________________________

APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE TO THE PUBLIC:  From time to time
after the effective date of this registration statement, as determined by the selling stockholder.

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, check the following box.    [X]

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering.    [  ]

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.    [   ]
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If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.    [  ]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company.  See definitions of “large accelerated filer,” “accelerated filer,” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act (Check one):

Large accelerated
filer

[  ] Accelerated filer [  ]

Non-acce lera ted
filer

[  ] Sma l l e r  r e p o r t i n g
company

[X]

CALCULATION OF REGISTRATION FEE

Title of Each Class of
Securities to be
Registered

Amount to be
Registered (1)

Proposed
Maximum

Offering Price
Per Security (2)

Proposed
Maximum
Aggregate

Offering Price (2)

Amount of
Registration

Fee

Shares of Common
Stock, par value $0.001
per share

4,500,000 Shares $1.50 $6,750,000 $481.28

Total 4,500,000 Shares $1.50 $6,750,000 $481.28

(1)           This registration statement covers shares of 4,500,000 shares of our common stock.  Pursuant to and in
accordance with Rule 416 under the Securities Act, there are also registered hereunder such indeterminate number of
securities as may be issued to prevent dilution resulting from stock splits, stock dividends, or similar transactions.

(2)           Estimated solely for the purpose of calculating the amount of the registration fee pursuant to Rule 457(c) of
the Securities Act.  The proposed maximum offering price per share and proposed maximum aggregate offering price
are based upon the average of the high, or $1.59, and low, or $1.41, sales prices of our common stock on April 20,
2010, as reported by NASDAQ.   It is not known how many shares of our common stock will be sold under this
registration statement or at what price or prices such shares will be sold.

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR DATES AS
MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL FILE A
FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THIS REGISTRATION STATEMENT
SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8(A) OF THE SECURITIES
ACT OF 1933, AS AMENDED, OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME EFFECTIVE
ON SUCH DATE AS THE COMMISSION, ACTING PURSUANT TO SAID SECTION 8(A), SHALL
DETERMINE.
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The information in this prospectus is not complete and may be changed.  We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective.  This prospectus is not an offer
to sell these securities and is not soliciting an offer to buy these securities in any jurisdiction where the offer or sale of
these securities is not permitted.

Subject to Completion, Dated April 22, 2010

PROSPECTUS

Raptor Pharmaceutical Corp.

4,500,000 SHARES OF COMMON STOCK

This prospectus is registering an aggregate of 4,500,000 shares of common stock, par value $0.001, of Raptor
Pharmaceutical Corp., a Delaware corporation, and relates to the sale of such shares by Lincoln Park Capital Fund,
LLC.  Lincoln Park Capital Fund, LLC is sometimes referred to in this prospectus as the selling stockholder or
LPC.  The prices at which LPC may sell the shares will be determined by the prevailing market price for the shares or
in negotiated transactions.  See “Plan of Distribution” on page 108 for a description of how the selling stockholder may
dispose of the shares covered by this prospectus.  We do not know when or in what amount the selling stockholder
may offer the shares for sale.  We will not receive proceeds from the sale of our shares by LPC.  We have agreed to
pay certain expenses related to the registration of the shares of common stock pursuant to the registration statement of
which this prospectus forms a part.

Our common stock is registered under Section 12(g) of the Securities Exchange Act of 1934, as amended, and listed
on the Nasdaq Capital Market under the symbol “RPTP.” On April 21, 2010, the last reported sale price for our common
stock as reported on the Nasdaq Capital Market was $1.77 per share.

The selling stockholder is an “underwriter” within the meaning of the Securities Act of 1933, as amended.

____________________

INVESTING IN OUR COMMON STOCK INVOLVES SUBSTANTIAL RISKS.  SEE THE SECTION TITLED
“RISK FACTORS” BEGINNING ON PAGE 9 OF THIS PROSPECTUS TO READ ABOUT FACTORS YOU
SHOULD CONSIDER BEFORE BUYING SHARES OF OUR COMMON STOCK.

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 _________.

Edgar Filing: Raptor Pharmaceutical Corp - Form S-1

4



Edgar Filing: Raptor Pharmaceutical Corp - Form S-1

5



TABLE OF CONTENTS

PROSPECTUS
SUMMARY                                                                                                                                                                                                
          1

RISK
FACTORS                                                                                                                                                                                                                      
       9

FORWARD LOOKING
STATEMENTS                                                                                                                                                                                    
30

USE OF
PROCEEDS                                                                                                                                                                                                                      
32

MARKET PRICE AND DIVIDEND INFORMATION    
                                                                                                                                                          33

DESCRIPTION OF
BUSINESS                                                                                                                                                                                                    
34

SELECTED HISTORICAL CONSOLIDATED FINANCIAL AND OPERATING INFORMATION FOR
RAPTOR                                                        51

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS                                          53

DESCRIPTION OF
PROPERTY                                                                                                                                                                                                  
73

MANAGEMENT                                                                                                                                                                                                                          
74

EXECUTIVE
COMPENSATION                                                                                                                                                                                                
 85

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS           105

SELLING
STOCKHOLDER                                                                                                                                                                                                       
 106

Edgar Filing: Raptor Pharmaceutical Corp - Form S-1

6



CERTAIN RELATIONSHIPS AND RELATED
TRANSACTIONS                                                                                                                                      107

PLAN OF
DISTRIBUTION                                                                                                                                                                                                        
108

DESCRIPTION OF
SECURITIES                                                                                                                                                                                                110

THE
TRANSACTION                                                                                                                                                                                                                
 115

LEGAL
MATTERS                                                                                                                                                                                                                      
118

EXPERTS                                                                                                                                                                                                                                      
118

WHERE YOU CAN FIND MORE
INFORMATION                                                                                                                                                               
119

I N D E X  T O  C O N S O L I D A T E D  F I N A N C I A L
STATEMENTS                                                                                                                                                F-1

-i-

Edgar Filing: Raptor Pharmaceutical Corp - Form S-1

7



Edgar Filing: Raptor Pharmaceutical Corp - Form S-1

8



PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this prospectus.  This summary does not contain all of
the information that you should consider before making an investment decision with respect to our securities.  You
should read this entire prospectus, including all documents incorporated by reference, carefully, especially the “Risk
Factors” section beginning on page 9 of this prospectus and our financial statements and related notes contained in this
prospectus before making an investment decision with respect to our securities.  Please see the section titled, “Where
You Can Find More Information,” beginning on page 119 of this prospectus.  Unless the context indicates otherwise,
references to “Raptor,” “the Company,” “we,” “us,” or “our,” refers to Raptor Pharmaceutical Corp. and our wholly-owned
subsidiaries, Raptor Pharmaceuticals Corp., TPTX, Inc., Raptor Discoveries Inc.(f/k/a Raptor Pharmaceutical Inc.)
and Raptor Therapeutics Inc. (f/k/a Bennu Pharmaceuticals Inc.)

You should rely only on the information contained in this prospectus or any related prospectus supplement, including
the content of all documents incorporated by reference into the registration statement of which this prospectus forms a
part.  We have not authorized anyone to provide you with different information.  If anyone provides you with different
or inconsistent information, you should not rely on it.  The information contained in this prospectus or incorporated by
reference herein is accurate only on the date of this prospectus.  Our business, financial condition, results of operations
and prospects may have changed since such date.  Other than as required under the federal securities laws, we
undertake no obligation to publicly update or revise such information, whether as a result of new information, future
events or any other reason.

Some of the industry data contained in this prospectus is derived from data from various third-party sources. We have
not independently verified any of this information and cannot assure you of its accuracy or completeness. While we
are not aware of any misstatements regarding any industry data presented herein, such data is subject to change based
on various factors, including those discussed under the “Risk Factors” section beginning on page 9 of this prospectus.

Unless otherwise expressly provided in this prospectus, our number of shares of common stock provided herein are on
a post-merger basis calculated as of after the 2009 Merger (as defined below).

Overview

We believe that we are building a balanced pipeline of drug candidates that may expand the reach and benefit of
existing therapeutics. Our product portfolio includes both candidates from our proprietary drug targeting platforms
and in-licensed and acquired product candidates.

Our current pipeline includes three clinical development programs which we are actively developing. We also have
three other clinical-stage product candidates, for which we are seeking business development partners but are not
actively developing, and we have four preclinical product candidates we are developing, three of which are based
upon our proprietary drug-targeting platforms.

Clinical Development Programs

Our three active clinical development programs are based on an existing therapeutic that we are reformulating for
potential improvement in safety and/or efficacy and for application in new disease indications. These clinical
development programs include the following:

•  DR Cysteamine for the potential treatment of nephropathic cystinosis, or cystinosis, a rare genetic disorder;

•  
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DR Cysteamine for the potential treatment of non-alcoholic steatohepatitis, or NASH, a metabolic disorder of the
liver; and
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•  DR Cysteamine for the potential treatment of Huntington’s Disease, or HD.

Other Clinical-Stage Product Candidates

We have three clinical-stage product candidates for which we are seeking partners:

•  Convivia™ for the potential management of acetaldehyde toxicity due to alcohol consumption by individuals
with aldehyde dehydrogenase, or ALDH2 deficiency, an inherited metabolic disorder; and

•  Tezampanel and NGX426, non-opioids for the potential treatment of migraine, acute pain, and chronic pain.

Preclinical Product Candidates

Our preclinical platforms consist of targeted therapeutics, which we are developing for the potential treatment of
multiple indications, including liver diseases, neurodegenerative diseases and breast cancer. These preclinical
platforms include the following:

•  Our receptor-associated protein, or RAP, platform consists of: HepTide™ for the potential treatment of primary liver
cancer and hepatitis C; and NeuroTrans™ to potentially deliver therapeutics across the blood-brain barrier for
treatment of a variety of neurological diseases.

•  Our mesoderm development protein, or Mesd, platform consists of WntTide™ for the potential treatment of breast
cancer.

We are also examining our glutamate receptor antagonists, tezampanel and NGX426, for the potential treatment of
thrombosis disorder.

Future Activities

Over the next 12 months, we plan to conduct research and development activities based upon our DR Cysteamine
clinical programs and continued development of our preclinical product candidates. We also plan to seek business
development partners for our Convivia™ product candidate and Tezampanel and NGX426. We may also develop future
in-licensed technologies and acquired technologies. A brief summary of our primary objectives in the next 12 months
for our research and development activities is provided below. There can be no assurances that our research and
development activities will be successful. Our plans for research and development activities over the next 12 months
can only be implemented if we are successful in raising significant funds during this period. If we do not raise
significant additional funds, we may not be able to continue as a going concern.

Strategic Acquisitions

Reverse Merger with Raptor Pharmaceuticals Corp. or RPC

In July 2009, we, and our then wholly-owned subsidiary ECP Acquisition, Inc., a Delaware corporation, or merger
sub, entered into an Agreement and Plan of Merger and Reorganization, or the 2009 Merger Agreement, with Raptor
Pharmaceuticals Corp., a Delaware corporation, or RPC. On September 29, 2009, on the terms and subject to the
conditions set forth in the 2009 Merger Agreement, merger sub was merged with and into RPC and RPC survived
such merger as our wholly-owned subsidiary. This merger is referred to herein as the 2009 Merger.  Immediately prior
to the 2009 Merger and in connection therewith, we effected a 1-for-17 reverse stock split of our common stock and
changed our corporate name to “Raptor Pharmaceutical Corp.”
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As of immediately following the effective time of the 2009 Merger, RPC’s stockholders (as of immediately prior to
such 2009 Merger) owned approximately 95% of our outstanding common stock and our stockholders (as of
immediately prior to such 2009 Merger) owned approximately 5% of our outstanding common stock, in each case
without taking into account any of our or RPC’s shares of common stock, respectively, that were issuable pursuant
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to outstanding options or warrants of ours or RPC, respectively, outstanding as of the effective time of the 2009
Merger. Although RPC became our wholly-owned subsidiary, RPC was the “accounting acquirer” in the 2009 Merger
and its board of directors and officers manage and operate the combined company. Our common stock currently trades
on the NASDAQ Capital Market under the ticker symbol, “RPTP.”

Purchase of Convivia™

In October 2007, prior to the 2009 Merger, RPC purchased certain assets of Convivia, Inc., or Convivia, including
intellectual property, know-how and research reports related to a product candidate targeting liver ALDH2 deficiency,
a genetic metabolic disorder. RPC hired Convivia’s chief executive officer and founder, Thomas E. (Ted) Daley, as the
President of its clinical development division. In exchange for the assets related to the ALDH2 deficiency program,
what we now call Convivia™, RPC issued to Convivia 200,000 shares of its common stock, an additional 200,000
shares of its common stock to a third party in settlement of a convertible loan between the third party and Convivia,
and another 37,500 shares of its common stock in settlement of other obligations of Convivia. Mr. Daley, as the
former sole stockholder of Convivia, may earn additional shares of our common stock based on certain triggering
events or milestones related to the development of the Convivia assets. In addition, Mr. Daley may earn cash bonuses
based on the same triggering events pursuant to his employment agreement. In January 2008, Mr. Daley earned a
$30,000 cash bonus pursuant to his employment agreement as a result of the milestone of our execution of a
formulation agreement for manufacturing Convivia™ with Patheon. In March 2008, RPC issued to Mr. Daley 100,000
shares of its common stock pursuant to the Convivia purchase agreement as a result of the milestone of our execution
of an agreement to supply us with the active pharmaceutical ingredient for Convivia™ and two $10,000 cash bonuses
pursuant to his employment agreement for reaching his six-month and one-year employment anniversaries. In
October 2008, RPC issued to Mr. Daley 100,000 shares of its common stock valued at $27,000 and a $30,000 cash
bonus as a result of fulfilling a clinical milestone.   Due to the 2009 Merger, the 200,000, 200,000, 37,500, 100,000
and 100,000 shares RPC, respectively, described above, became 46,625, 46,625, 8,742, 23,312 and 23,312 shares of
our common stock, respectively.

Purchase of DR Cysteamine

In December 2007, prior to the 2009 Merger, through a merger between Encode Pharmaceuticals, Inc., or Encode, and
Raptor Therapeutics, RPC purchased certain assets, including the clinical development rights to DR Cysteamine.
Under the terms of and subject to the conditions set forth in the merger agreement, RPC issued 3,444,297 shares of its
common stock to the stockholders of Encode, or Encode Stockholders, options, or Encode Options, to purchase up to,
in the aggregate, 357,427 shares of its common stock to the optionholders of Encode, or Encode Optionholders, and
warrants, or Encode Warrants, to purchase up to, in the aggregate, 1,098,276 shares of its common stock to the
warrantholders of Encode, or Encode Warrantholders, and together with the Encode Stockholders and Encode
Optionholders, referred to herein collectively as the Encode Securityholders, as of the date of such agreement.  Due to
the 2009 Merger, the 3,444,296 shares of RPC’s common stock, the 357,427 Encode Options and 1,098,276 Encode
Warrants, respectively, became 802,946 shares of our common stock, Encode Options to purchase 83,325 shares of
our common stock and Encode Warrants to purchase 256,034 shares of our common stock, respectively.  The Encode
Securityholders are eligible to receive up to an additional 559,496 shares of our common stock, Encode Options and
Encode Warrants to purchase our common stock in the aggregate based on certain triggering events related to
regulatory approval of DR Cysteamine, an Encode product program, if completed within the five year anniversary
date of the merger agreement.

As a result of the Encode merger, we received the exclusive worldwide license to DR Cysteamine, referred to herein
as the License Agreement, developed by clinical scientists at the UCSD, School of Medicine. In consideration of the
grant of the license, we are obligated to pay an annual maintenance fee of $15,000 until we begin commercial sales of
any products developed pursuant to the License Agreement. In addition to the maintenance fee, we are obligated to
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pay during the life of the License Agreement: milestone payments ranging from $20,000 to $750,000 for orphan
indications and from $80,000 to $1,500,000 for non-orphan indications upon the occurrence of certain events, if ever;
royalties on commercial net sales from products developed pursuant to the License Agreement ranging from 1.75% to
5.5%; a percentage of sublicense fees ranging from 25% to 50%; a percentage of sublicense royalties; and a minimum
annual royalty commencing the year we begin commercially selling any products pursuant to the License Agreement,
if ever. Under the License Agreement, we are obligated to fulfill predetermined milestones within a specified number
of years ranging from 0.75 to 6 years from the effective
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date of the License Agreement, depending on the indication. In addition, we are obligated, among other things, to
spend annually at least $200,000 for the development of products (which we satisfied, as of August 31, 2009 by
spending approximately $4.1 million on such programs) pursuant to the License Agreement. To-date, we have paid
$270,000 in milestone payments to UCSD based upon the initiation of clinical trials in cystinosis and in NASH. To
the extent that we fail to perform any of our obligations under the License Agreement, UCSD may terminate the
license or otherwise cause the license to become non-exclusive.

Company History

Corporate Structure

We were initially incorporated in Nevada on July 29, 1997 as Axonyx Inc. In October 2006, Axonyx Inc. and its
then-wholly-owned subsidiary completed a reverse merger, business combination with TorreyPines Therapeutics, Inc.,
reincorporated in Delaware and changed our corporate name to “TorreyPines Therapeutics, Inc.”

On September 29, 2009, we and a wholly-owned subsidiary completed a reverse merger, business combination with
RPC pursuant to which RPC became our wholly-owned subsidiary.  Immediately prior to such time, we changed our
corporate name to “Raptor Pharmaceutical Corp.” After such merger, our common stock began trading on the NASDAQ
Capital Market and currently trades under the ticker symbol “RPTP.”  This merger is referred to herein as the 2009
Merger.  Immediately prior to the 2009 Merger and in connection therewith, we effected a 1-for-17 reverse stock split
of our common stock.

RPC was incorporated in the State of Nevada on April 1, 2002 under the name of Highland Clan Creations Corp., or
HCCC. On June 9, 2006, HCCC merged with RPC which was incorporated on May 5, 2006 in Delaware. As a result,
HCCC was reincorporated from the State of Nevada to the State of Delaware and changed its corporate name to “RPC”
HCC was a publicly traded company quoted on the OTC Bulletin Board and upon such merger, its common stock
traded on the OTC Bulletin Board under the ticker “RPTP.”  Our principal executive office is located at 9 Commercial
Blvd., Suite 200, Novato, CA 94949.  Our phone number is (415) 382-8111.

On May 25, 2006, RPC acquired 100% of the outstanding capital stock of Raptor Discoveries (f/k/a Raptor
Pharmaceutical Inc.) (incorporated in Delaware on September 8, 2005), a development-stage research and
development company and on June 9, 2006, RPC disposed of its former wholly-owned subsidiary, Bodysentials
Health & Beauty Inc., which sold nutritional milkshakes and drinks on the Internet. On August 1, 2007, RPC formed
Raptor Therapeutics Inc. (f/k/a Bennu Pharmaceuticals Inc.) as its wholly-owned subsidiary for the purpose of
developing clinical-stage drug product candidates through to commercialization.

Financing History of RPC

Initial Investors

On May 25, 2006, in exchange for all of the outstanding common stock of Raptor Pharmaceutical Inc., RPC issued
8,000,000 shares of common stock to the-then Raptor Pharmaceutical Inc. stockholders including 3,000,000 shares of
its common stock to each of Christopher M. Starr, Ph.D., and Todd C. Zankel, Ph.D., our Chief Executive Officer and
Chief Scientific Officer, respectively, 1,000,000 shares of its common stock to Erich Sager, a member of our board of
directors and 1,000,000 shares of its common stock to an unrelated third party. These initial stockholders of Raptor
Pharmaceutical Inc. purchased common stock of Raptor Pharmaceutical Inc. when it was a privately held company for
the following amounts of proceeds: Dr. Starr $5,000; Dr. Zankel $5,000; Mr. Sager $100,000 and the unrelated third
party $200,000.  Due to the 2009 Merger, the 3,000,000, 3,000,000, 1,000,000 and 1,000,000 shares of common stock
of RPC, respectively, described above, became 699,370, 699,370, 233,123 and 233,123 shares of our common stock,
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respectively.

$5 Million Financing and the 2006 Reverse Merger

Pursuant to an agreement dated March 8, 2006, with HCCC, on May 25, 2006, RPC closed a $5 million financing
concurrent with a reverse merger. As part of that agreement, HCCC loaned RPC $0.2 million to be repaid
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with accrued interest upon the earlier of six months or the closing of the financing. Also, the agreement stated that
pending the closing of at least a $3.5 million financing, HCCC would be obligated to issue 800,000 units as fees to a
placement agent and $30,000 in commissions to an investment broker. In the financing HCCC sold 8,333,333 units of
RPC at $0.60 per unit. Each such unit consisted of one share of RPC’s common stock and one common stock purchase
warrant exercisable for one share of RPC’s common stock at $0.60 per share. The warrants were exercisable for 18
months and expired on November 25, 2007. Gross proceeds from the financing were $5 million and net proceeds after
the repayment of the $0.2 million loan plus interest and the deduction of commissions and legal fees totaled
approximately $4.6 million. Prior to the warrants expiring, RPC received $3,895,000 in gross proceeds from the
exercise of warrants in exchange for 6,491,667 shares of its common stock.  Due to the 2009 Merger, each such share
of common stock of RPC (including such common stock issued pursuant to the exercise of warrants) issued pursuant
to such financing and reverse merger outstanding as of immediately prior to the 2009 Merger, was exchanged for
0.2331234 shares of our common stock.

Issuance of Common Stock Pursuant to Stock Option Exercises

Since inception, RPC received $15,044 from the exercise of stock options resulting in the issuance of 6,345 shares of
its common stock. Our common stock outstanding as of April 20, 2010 was 22,725,398 shares.

RPC’s 2008 and 2009 Private Placements and Warrant Exchange

During May and June 2008, prior to the 2009 Merger, RPC, issued an aggregate of 20,000,000 units of its securities,
each unit comprised of one share of its common stock and one warrant to purchase one half of one share of its
common stock, at a unit purchase price of $0.50 per unit, in a private placement with various accredited investors. The
warrants, exercisable for two years from closing of such private placement, as initially issued, entitled such investors
to purchase up to an aggregate of 10,000,000 shares of RPC’s common stock at an exercise price of $0.75 per share
during the first year and $0.90 per share during the second year. In connection with this private placement, RPC
issued placement agents warrants to purchase in the aggregate 2,100,000 shares of its common stock at an exercise
price of $0.55 per share for a five year term and it paid to such placement agents cash fees totaling $700,000. Such
placement agent warrants contained a cashless (net exercise) feature that allows its holders, under certain
circumstances, to exercise such warrants without making any cash payment. Of the placement agents compensated,
Limetree Capital was issued warrants to purchase 1,882,650 shares of RPC’s common stock and was paid cash
commissions of $627,550. Erich Sager, one of our board members, serves on the board of directors of Limetree
Capital and is a founding partner thereof.

In July 2009, prior to the 2009 Merger, RPC closed a warrant exchange offer with those investor-warrant holders who
were holders of the warrants to purchase its common stock issued in connection with its May and June 2008 private
placement, as described above, of the right to exchange such warrants and subscribe for new warrants to purchase
shares of RPC’s common stock at an exercise price of $0.30 per share (to the extent such new warrants were exercised
(in whole or in part) on or before July 17, 2009). Pursuant to such warrant exchange, new warrants were exercised for
an aggregate amount of 8,715,000 shares of RPC’s common stock which resulted in aggregate proceeds to RPC of
$2,614,500.

In August 2009, prior to the 2009 Merger, RPC, issued an aggregate of 7,456,250 units of its securities, each unit
comprised of one share of its common stock and one warrant to purchase one half of one share of its common stock, at
a unit purchase price of $0.32 per unit, in a private placement with various accredited investors. The warrants,
exercisable for two years from closing of such private placement, as initially issued, entitled such investors to
purchase up to an aggregate of 3,728,125 shares of RPC’s common stock at an exercise price of $0.60 per share during
the first year and $0.75 per share during the second year. In connection with this private placement, RPC issued
Limetree Capital, the placement agent in such private placement, warrants to purchase in the aggregate 556,500 shares
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of its common stock at an exercise price of $0.35 per share for a five year term and it paid to such placement agent
cash fees totaling $59,360. Such placement agent warrants contained a cashless (net exercise) feature that allows its
holders, under certain circumstances, to exercise such warrants without making any cash payment.

As a result of the 2009 Merger, (i) the 20,000,000 shares of RPC’s common stock issued in the 2008 private
placement, the 8,715,000 shares of RPC’s common stock issued as a result of the warrant exchange, and the
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7,456,250 shares of RPC’s common stock issued in the 2009 private placement, were converted into the right to
receive an aggregate of 8,432,364 shares of our common stock, (ii) the warrants issued in the 2008 private placement
to investors to purchase 10,000,000 shares of RPC’s common stock at exercise prices of $0.75 and $0.90 per share,
depending on when exercised, which, after the warrant exchange, were reduced to warrants to purchase 1,285,000
shares of RPC’s common stock, and the warrants issued in the 2009 private placement to investors to purchase
3,728,125 shares of RPC’s common stock at exercise prices of $0.60 and $0.75 per share, depending on when
exercised, were converted into the right to receive warrants to purchase 299,563 shares of our common stock at
exercise prices of $3.21 and $3.86 per share, depending on when exercised, and warrants to purchase 869,114 shares
of our common stock at exercise prices of $2.57 and $3.21 per share, depending on when exercised, respectively, and
(iii) the warrants issued in the 2008 private placement to such placement agents to purchase 2,100,000 shares of RPC’s
common stock at an exercise price of $0.55 per share (after the exercise by a certain placement agent of a warrant to
purchase 101,850 shares of RPC’s common stock but prior to the effective time of the 2009 Merger), and the warrants
issued in the 2009 private placement to such placement agent to purchase 556,500 shares of RPC’s common stock at an
exercise price of $0.35 per share, were converted into the right to receive warrants to purchase 465,816 shares of our
common stock at an exercise price of $2.36, 23,744 shares of our common stock, and warrants to purchase 129,733
shares of our common stock at an exercise price of $1.50, respectively. Other than as described herein, none of the
other provisions of such warrants were changed, including, with respect to the placement agent warrants, the cashless
(net exercise) feature.

We filed a registration statement with the Securities Exchange Commission, or the SEC, covering the resale of
5,557,865 shares of our common stock, including common stock issuable upon the exercise of the warrants, on
October 13, 2009.  Such registration statement covers certain of our common stock as described above.

Post-Merger Financing - Registered Direct Offering

On December 17, 2009, we entered into a Placement Agent Agreement with Ladenburg Thalmann & Co. Inc. as
placement agent or Placement Agent, relating to the issuance and sale to the Investors (as defined below) pursuant to a
registered direct offering, or the Offering, of up to 3,747,558  units, or the Units, consisting of (i) 3,747,558 shares of
our common stock, (ii) warrants to purchase an aggregate of up to 1,873,779 shares of the our common stock (and the
shares of common stock issuable from time to time upon exercise of such warrants), or the Series A Warrants, and
(iii) warrants to purchase an aggregate of up to 1,873,779 shares of the our common stock (and the shares of common
stock issuable from time to time upon exercise of such warrants), or the Series B Warrants, and collectively with the
Series A Warrants we refer to as Investor Warrants.

The Placement Agent for the Offering received a placement fee equal to 6.5% of the gross cash proceeds to us from
the Offering of the Units or $487,183 (excluding any consideration that may be paid in the future upon exercise of the
Warrants), a warrant to purchase up to an aggregate of 74,951 shares of our common stock at $2.50 per share (valued
at approximately $52,000 using the following Black-Scholes pricing model assumptions: risk-free interest rate 2.23%;
expected term 5 years and annual volatility 49.28%) and $25,000 in out-of-pocket accountable expenses.  The warrant
issued to the Placement Agent has the same terms and conditions as the Investor Warrants except that the exercise
price is 125% of the public offering price per share or $2.50 per share, and the expiration date is five years from the
effective date of that certain shelf registration statement on Form S-3 (Registration No. 333-162374) which was
declared effective by the SEC on November 5, 2009.

In connection with the Offering, following execution of the Placement Agent Agreement, we also entered into a
definitive securities purchase agreement or Purchase Agreement, dated as of December 17, 2009, with 33 investors set
forth on the signature pages thereto collectively referred to as Investors with respect to the Offering of the Units,
whereby, on an aggregate basis, the Investors agreed to purchase 3,747,558 Units for a negotiated purchase price of
$2.00 per Unit, amounting to gross proceeds of approximately $7.5 million and estimated net proceeds after
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commissions and expenses of approximately $6.9 million.  Each Unit consists of one share of our common stock, one
Series A Warrant exercisable for 0.5 of a share of the our common stock and one Series B Warrant exercisable for 0.5
of a share of our common stock. The shares of our common stock and the Warrants were issued separately.  The
Series A Warrants will be exercisable during the period beginning one hundred eighty (180) days after the date of
issue and ending on the fifth (5th) anniversary of the date of issue.  The Series B Warrants will be exercisable during
the period beginning one hundred eighty (180) days after the date of issue and ending on the eighteen (18) month
anniversary of the date of issue.  The Investor Warrants have a per share exercise price of
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$2.45.  The Series A Warrants were valued at $1.3 million (using the following Black-Scholes pricing model
assumptions: risk-free interest rate 2.23%; expected term 5 years and annual volatility 49.28%) and the Series B
Warrants were valued at $0.5 million (using the following Black-Scholes pricing model assumptions: risk-free interest
rate 0.56%; expected term 18 months and annual volatility 49.28%).  Based on the underlying terms of the Investor
Warrants and Placement Agent Warrants, the Investor Warrants are classified as liability on our consolidated financial
statements.

Securities Offered

Common stock offered by selling stockholder: 4,500,000 shares
Use of proceeds: LPC will receive all net proceeds from sale by

LPC of our common stock covered by this
prospectus. We will not receive any proceeds
from any such sale.  See “Use of Proceeds” on
page 32.

Risk Factors See “Risk Factors” beginning on page 9 and
other information included in this prospectus
for a discussion of factors you should carefully
consider before deciding to invest in the
shares.

NASDAQ Ticker Symbol: RPTP

The Offering

On April 16, 2010, we executed a purchase agreement, or the Purchase Agreement, and a registration rights
agreement, or the Registration Rights Agreement, with LPC.  Under the Purchase Agreement, LPC is obligated to
purchase from us up to $15 million of our common stock, from time to time over a twenty-five (25) month period.

Pursuant to the Registration Rights Agreement, we have filed a registration statement that includes this prospectus
with the U.S. Securities and Exchange Commission or SEC covering the shares that have been issued or may be
issued to LPC under the Purchase Agreement.  Except for the initial 145,033 shares issued as a commitment fee, we
do not have the right to commence any sales of our shares to LPC until the SEC has declared effective the registration
statement of which this prospectus is a part.  Thereafter, over approximately 25 months, generally we have the right to
direct LPC to purchase up to $15,000,000 of our common stock in amounts up to $100,000 as often as every two
business days under certain conditions. We can also accelerate the amount of our common stock to be purchased
under certain circumstances.  No sales of shares may occur at a purchase price below $1.50 per share.  The purchase
price of the shares will be based on the market prices of our shares at the time of sale as computed under the Purchase
Agreement without any fixed discount.  We may at any time in our sole discretion terminate the Purchase Agreement
without fee, penalty or cost upon one business days notice.  We issued 145,033 shares of our common stock to LPC as
a commitment fee for entering into the agreement, and we are obligated to issue up to 217,549 shares pro rata as LPC
purchases up to $15,000,000 of our common stock as directed by us.

As of April 20, 2010, there were 22,725,398 shares of our common stock outstanding (19,825,291 shares held by
non-affiliates) excluding the 4,500,000 shares offered by LPC pursuant to this prospectus, none of which we had
issued as of April 20, 2010, except for the 145,033 shares issued to LPC as a commitment fee.  4,500,000 shares are
offered hereby consisting of 4,137,418 shares that we may sell to LPC, 145,033 shares we have issued as a
commitment fee, and 217,549 shares that we are obligated to issue to LPC as a commitment fee pro rata as up to
$15,000,000 of our common stock is purchased by LPC.  If all of the 4,500,000 shares offered by LPC hereby were
issued and outstanding as of April 20, 2010, such shares would represent 17% of the total common stock outstanding
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or 19% of the non-affiliates shares outstanding, as adjusted, as of the date hereof.

Under the Purchase Agreement and the Registration Rights Agreement, we are required to register and this prospectus
covers (1) 145,033 shares which have already been issued to LPC, (2) an additional 217,549 shares which we are
obligated to issue to LPC in the future as a commitment fee pro rata as we receive the $15 million of
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future funding from LPC and (3) up to 4,137,418 shares which we may sell to LPC after the registration statement of
which this prospectus forms a part is declared effective.  Under the Purchase Agreement, we have the right but not the
obligation to sell more than the 4,137,418 shares, 18.2% of our shares of common stock outstanding on April 20,
2010, to LPC. As of the date hereof, we do not currently have any plans or intent to issue to LPC any shares beyond
the 4,500,000 shares offered hereby.  However, if we elect to issue more than the 4,500,000 shares (which we have the
right but not the obligation to do), we must first register under the Securities Act of 1933, as amended, or the
Securities Act, any additional shares we may elect to sell to LPC before we can sell such additional shares, which
could cause substantial dilution to our stockholders. In addition, in the event that we decide to issue more than
4,500,000 shares, i.e., greater than 19.99% of our outstanding shares of common stock as of the date of the Purchase
Agreement, we would first be required to seek stockholder approval in order to be in compliance with the Nasdaq
Capital Market rules. The number of shares ultimately offered for sale by LPC hereunder is dependent upon the
number of shares purchased by LPC under the Purchase Agreement.
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RISK FACTORS

An investment in our securities involves a high degree of risk. Before you decide to invest in our securities, you
should consider carefully all of the information in this registration statement, including the risks described below, as
well as other information included in this prospectus, particularly the specific risk factors discussed in the sections
titled “Risk Factors” contained in our filings with the SEC pursuant to Sections 13(a), 13(c), 14 or 15(d) of the
Securities Exchange Act of 1934, as amended.  Any of these risks could have a material adverse effect on our
business, prospects, financial condition and results of operations. In any such case, the trading price of our common
stock could decline and you could lose all or part of your investment.  You should also refer to the other information
contained in this prospectus, or incorporated herein by reference, including our financial statements and the notes to
those statements, and the information set forth under the caption “Forward Looking Statements.”   The risks described
below and contained in our other periodic reports are not the only ones that we face.  Additional risks not presently
known to us or that we currently deem immaterial may also adversely affect our business operations.

Risks Related to Our Business

If we fail to obtain the capital necessary to fund our operations, our financial results, financial condition and our
ability to continue as a going concern will be adversely affected and we will have to delay or terminate some or all of
our product development programs.

Our condensed consolidated financial statements as of February 28, 2010 have been prepared assuming that we will
continue as a going concern. As of February 28, 2010, we had an accumulated deficit of approximately $29.0 million.
We expect to continue to incur losses for the foreseeable future and will have to raise substantial cash to fund our
planned operations.  Our recurring losses from operations and our stockholders’ deficit raise substantial doubt about
our ability to continue as a going concern and, as a result, our independent registered public accounting firm included
an explanatory paragraph in its report on our consolidated financial statements for the year ended August 31, 2009,
with respect to this uncertainty. We will need to generate significant revenue or raise additional capital to continue to
operate as a going concern. In addition, the perception that we may not be able to continue as a going concern may
cause others to choose not to deal with us due to concerns about our ability to meet our contractual obligations and
may adversely affect our ability to raise additional capital.

We believe our cash and cash equivalents at February 28, 2010 will be sufficient to meet our obligations into the third
calendar quarter of 2010. We are currently in the process of negotiating strategic partnerships and collaborations in
order to fund our preclinical and clinical programs into 2011. We are also reviewing a few equity and debt financing
proposals, in addition to the LPC facility, to provide potential funding beginning in the second calendar quarter of
2010. If we do not enter into any such partnership or collaboration agreement or equity offering, either of which will
result in significant additional capital for us in the next two months, we will be forced to scale down our expenditures
as described herein or possibly cease operations.

We may direct LPC to purchase up to $15,000,000 of shares of our common stock under our Purchase Agreement
with LPC over a 25 month period, generally in amounts of up to $100,000 every 2 business days. However, LPC does
not have the right nor the obligation to purchase any shares of our common stock on any business day that the
purchase price of our common stock is less than $1.50 per share.  The last closing date price of a share of our common
stock on April 21, 2010 was $1.77. We registered 4,137,418 shares for sale by LPC pursuant to this prospectus (not
including the commitment shares that have been issued or are issuable to LPC); however, the selling price of our
common stock to LPC will have to average at least $3.63 per share for us to receive the maximum proceeds of $15
million under the LPC Purchase Agreement.  Assuming a purchase price of $1.50 per share (the minimum price of the
common stock) and the purchase by LPC of the full 4,137,418 shares under the purchase agreement, proceeds to us
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would only be approximately $6.2 million unless we choose to register more than 4,137,418 shares for sale to LPC
under the Purchase Agreement, which, subject to the approval of our board of directors, we have the right, but not the
obligation, to do.  In the event we elect to issue more than 4,500,000 shares offered hereby, we will be required to file
a new registration statement and have it declared effective by the SEC.  In addition, in the event that we decide to
issue more than 4,500,000, i.e., greater than 19.99% of our outstanding shares of common stock as of the date of the
Purchase Agreement, we would first be required to seek shareholder approval in order to be in compliance with the
Nasdaq Capital Market rules.
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The extent to which we rely on LPC as a source of funding will depend on a number of factors including, the
prevailing market price of our common stock and the extent to which we are able to secure working capital from other
sources.  Specifically, LPC does not have the right nor the obligation to purchase any shares of our common stock on
any business days that the purchase price of our common stock is less than $1.50 per share.  If obtaining sufficient
funding from LPC were to prove unavailable or prohibitively dilutive, and if other sources of funding are available to
us, we may determine not to sell shares to LPC under the Purchase Agreement.

Even if we sell to LPC all $15,000,000 of our common stock under the LPC Purchase Agreement, we will still need
additional capital to fully implement our business, operating and development plans.  We will need to sell equity or
debt securities to raise significant additional funds. The sale of additional securities is likely to result in additional
dilution to our stockholders. Additional financing may not be available in amounts or on terms satisfactory to us or at
all. We may be unable to raise additional financing due to a variety of factors, including our financial condition, the
status of our research and development programs, and the general condition of the financial markets. If we fail to raise
significant additional financing, we will have to delay or terminate some or all of our research and development
programs, our financial condition and operating results will be adversely affected and we may have to cease our
operations.

If we obtain significant additional financing, we expect to continue to spend substantial amounts of capital on our
operations for the foreseeable future. The amount of additional capital we will need depends on many factors,
including:

•  the progress, timing and scope of our preclinical studies and clinical trials;

•  the time and cost necessary to obtain regulatory approvals;

•  the time and cost necessary to develop commercial manufacturing processes, including quality systems, and to
build or acquire manufacturing capabilities;

•  the time and cost necessary to respond to technological and market developments; and

•  any changes made or new developments in our existing collaborative, licensing and other corporate relationships or
any new collaborative, licensing and other commercial relationships that we may establish.

Moreover, our fixed expenses such as rent, collaboration and license payments and other contractual commitments are
substantial and will likely increase in the future. These fixed expenses are likely to increase because we expect to enter
into:

•  additional licenses and collaborative agreements;

•  contracts for manufacturing, clinical and preclinical research, consulting, maintenance and administrative services;
and

•  financing facilities.

We are an early development stage company and have not generated any revenues to date and have a limited operating
history. Many of our drug product candidates are in the concept stage and have not undergone significant testing in
preclinical studies or any testing in clinical trials. Moreover, we cannot be certain that our research and development
efforts will be successful or, if successful, that our drug product candidates will ever be approved for sale or generate
commercial revenues. We have a limited relevant operating history upon which an evaluation of our performance and
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prospects can be made. We are subject to all of the business risks associated with a new enterprise, including, but not
limited to, risks of unforeseen capital requirements, failure of drug product candidates either in preclinical testing or in
clinical trials, failure to establish business relationships, and competitive disadvantages against larger and more
established companies.
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The current disruptions in the financial markets could affect our ability to obtain financing on favorable terms (or at
all).

The U.S. credit markets have recently experienced historic dislocations and liquidity disruptions which have caused
financing to be unavailable in many cases and, even if available, have caused the cost of prospective financings to
increase. These circumstances have materially impacted liquidity in the debt markets, making financing terms for
borrowers able to find financing less attractive, and in many cases have resulted in the unavailability of certain types
of debt financing. Continued uncertainty in the debt and equity markets may negatively impact our ability to access
financing on favorable terms or at all. In addition, Federal legislation to deal with the current disruptions in the
financial markets could have an adverse affect on our ability to raise other types of financing.

Even if we are able to develop our drug product candidates, we may not be able to receive regulatory approval, or if
approved, we may not be able to generate significant revenues or successfully commercialize our products, which
would adversely affect our financial results and financial condition and we would have to delay or terminate some or
all of our research product development programs.

All of our drug product candidates are at an early stage of development and will require extensive additional research
and development, including preclinical testing and clinical trials, as well as regulatory approvals, before we can
market them.  Since our inception in 1997, and since Raptor Pharmaceuticals Corp. began operations in 2005, both
companies have dedicated substantially all of their resources to the research and development of their technologies
and related compounds. All of our compounds currently are in preclinical or clinical development, and none have been
submitted for marketing approval. Our preclinical compounds may not enter human clinical trials on a timely basis, if
at all, and we may not develop any product candidates suitable for commercialization.   We cannot predict if or when
any of the drug product candidates we intend to develop will be approved for marketing. There are many reasons that
we may fail in our efforts to develop our drug product candidates. These include:

•  the possibility that preclinical testing or clinical trials may show that our drug product candidates are ineffective
and/or cause harmful side effects;

•  our drug product candidates may prove to be too expensive to manufacture or administer to patients;

•  our drug product candidates may fail to receive necessary regulatory approvals from the FDA or foreign regulatory
authorities in a timely manner, or at all;

•  our drug product candidates, if approved, may not be produced in commercial quantities or at reasonable costs;

•  our drug product candidates, if approved, may not achieve commercial acceptance;

•  regulatory or governmental authorities may apply restrictions to our drug product candidates, which could
adversely affect their commercial success; and

•  the proprietary rights of other parties may prevent us or our potential collaborative partners from marketing our
drug product candidates.

If we fail to develop our drug product candidates, our financial results and financial condition will be adversely
affected, we will have to delay or terminate some or all of our research product development programs and may be
forced to cease operations.
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If we are limited in our ability to utilize acquired or licensed technologies, we may be unable to develop, out-license,
market and sell our product candidates, which could cause delayed new product introductions, and/or adversely affect
our reputation, any of which could have a material adverse effect on our business, prospects, financial condition, and
operating results.

We have acquired and licensed certain proprietary technologies, discussed in the following risk factors, and plan to
further license and acquire various patents and proprietary technologies owned by third parties. These agreements are
critical to our product development programs. These agreements may be terminated, and all rights to the technologies
and product candidates will be lost, if we fail to perform our obligations under these agreements and licenses in
accordance with their terms including, but not limited to, our ability to make all payments due under such agreements.
Our inability to continue to maintain these technologies could materially adversely affect our business, prospects,
financial condition, and operating results. In addition, our business strategy depends on the successful development of
these licensed and acquired technologies into commercial products, and, therefore, any limitations on our ability to
utilize these technologies may impair our ability to develop, out-license, market and sell our product candidates, delay
new product introductions, and/or adversely affect our reputation, any of which could have a material adverse effect
on our business, prospects, financial condition, and operating results.

If the purchase or licensing agreements we entered into are terminated, we will lose the right to use or exploit our
owned and licensed technologies, in which case we will have to delay or terminate some or all of our research and
development programs, our financial condition and operating results will be adversely affected and we may have to
cease our operations.

We entered into an asset purchase agreement with BioMarin Pharmaceutical Inc., or BioMarin, for the purchase of
intellectual property related to the receptor-associated protein, or RAP, technology, a licensing agreement with
Washington University for mesoderm development protein, or Mesd, and a licensing agreement with UCSD for DR
Cysteamine. BioMarin, Washington University and UCSD may terminate their respective agreements with us upon
the occurrence of certain events, including if we enter into certain bankruptcy proceedings or if we materially breach
our payment obligations and fail to remedy the breach within the permitted cure periods. Although we are not
currently involved in any bankruptcy proceedings or in breach of these agreements, there is a risk that we may be in
the future, giving BioMarin, Washington University and UCSD the right to terminate their respective agreements with
us. We have the right to terminate these agreements at any time by giving prior written notice. If the BioMarin,
Washington University or UCSD agreements are terminated by either party, we would be forced to assign back to
BioMarin, in the case of the BioMarin agreement, all of our rights, title and interest in and to the intellectual property
related to the RAP technology, would lose our rights to the Mesd technology, in the case of the Washington
University agreement and would lose our rights to DR Cysteamine, in the case of UCSD. Under such circumstances,
we would have no further right to use or exploit the patents, copyrights or trademarks in those respective technologies.
If this happens, we will have to delay or terminate some or all of our research and development programs, our
financial condition and operating results will be adversely affected, and we may have to cease our operations. If we
lose our rights to the intellectual property related to the RAP technology purchased by us from BioMarin, our
agreement with Roche regarding the evaluation of therapeutic delivery across the blood-brain barrier utilizing
NeuroTrans™ would likely be terminated and any milestone or royalty payments from Roche to us would thereafter
cease to accrue.

If we fail to compete successfully with respect to acquisitions, joint venture and other collaboration opportunities, we
may be limited in our ability to develop our drug product candidates.
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Our competitors compete with us to attract established biotechnology and pharmaceutical companies or organizations
for acquisitions, joint ventures, licensing arrangements or other collaborations. Collaborations include licensing
proprietary technology from, and other relationships with, academic research institutions. If our competitors
successfully enter into partnering arrangements or license agreements with academic research institutions, we will
then be precluded from pursuing those specific opportunities. Since each of these opportunities is unique, we may not
be able to find a substitute. Other companies have already begun many drug development programs, which may target
diseases that we are also targeting, and have already entered into partnering and licensing arrangements with academic
research institutions, reducing the pool of available opportunities.
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Universities and public and private research institutions also compete with us. While these organizations primarily
have educational or basic research objectives, they may develop proprietary technology and acquire patents that we
may need for the development of our drug product candidates. We will attempt to license this proprietary technology,
if available. These licenses may not be available to us on acceptable terms, if at all. If we are unable to compete
successfully with respect to acquisitions, joint venture and other collaboration opportunities, we may be limited in our
ability to develop new products.

If we do not achieve our projected development goals in the time frames we announce and expect, the credibility of
our management and our technology may be adversely affected and, as a result, the price of our common stock may
decline.

For planning purposes, we estimate the timing of the accomplishment of various scientific, clinical, regulatory and
other product development goals, which we sometimes refer to as milestones. These milestones may include the
commencement or completion of scientific studies and clinical trials and the submission of regulatory filings.

From time to time, we may publicly announce the expected timing of some of these milestones. All of these
milestones will be based on a variety of assumptions. The actual timing of these milestones can vary dramatically
compared to our estimates, in many cases for reasons beyond our control. If we do not meet these milestones as
publicly announced, our stockholders may lose confidence in our ability to meet these milestones and, as a result, the
price of our common stock may decline.

Our product development programs will require substantial additional future funding which could impact our
operational and financial condition.

It will take several years before we are able to develop marketable drug product candidates, if at all. Our product
development programs will require substantial additional capital to successfully complete them, arising from costs to:

•  conduct research, preclinical testing and human studies;

•  establish pilot scale and commercial scale manufacturing processes and facilities; and

•  establish and develop quality control, regulatory, marketing, sales, finance and administrative capabilities to
support these programs.

•  Our future operating and capital needs will depend on many factors, including:

•  the pace of scientific progress in our research and development programs and the magnitude of these programs;

•  the scope and results of preclinical testing and human clinical trials;

•  our ability to obtain, and the time and costs involved in obtaining regulatory approvals;

•  our ability to prosecute, maintain, and enforce, and the time and costs involved in preparing, filing, prosecuting,
maintaining and enforcing patent claims;

•  competing technological and market developments;
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•  our ability to establish additional collaborations;

•  changes in our existing collaborations;
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•  the cost of manufacturing scale-up; and

•  the effectiveness of our commercialization activities.

We base our outlook regarding the need for funds on many uncertain variables. Such uncertainties include the success
of our research initiatives, regulatory approvals, the timing of events outside our direct control such as negotiations
with potential strategic partners and other factors. Any of these uncertain events can significantly change our cash
requirements as they determine such one-time events as the receipt or payment of major milestones and other
payments.

Significant additional funds will be required to support our operations and if we are unable to obtain them on
favorable terms, we may be required to cease or reduce further development or commercialization of our drug product
programs, to sell some or all of our technology or assets, to merge with another entity or cease operations.

Uncertainties regarding healthcare reform and third-party reimbursement may impair our ability to raise capital, form
collaborations and if any of our product candidates become marketable, sell such products.

The continuing efforts of governmental and third-party payers to contain or reduce the costs of healthcare through
various means may harm our business. For example, in some foreign markets, the pricing or profitability of healthcare
products is subject to government control. In the United States, there have been, and we expect there will continue to
be, a number of federal and state proposals to implement similar government control. The implementation or even the
announcement of any of these legislative or regulatory proposals or reforms could harm our business if any of our
product candidates become marketable by reducing the prices we or our partners are able to charge for our products (if
marketable), impeding our ability to achieve profitability, raise capital or form collaborations.  In addition, the
availability of reimbursement from third-party payers determines, in large part, the demand for healthcare products in
the United States and elsewhere. Examples of such third-party payers are government and private insurance plans.
Significant uncertainty exists as to the reimbursement status of newly approved healthcare products and third-party
payers are increasingly challenging the prices charged for medical products and services. If we succeed in bringing
one or more products to the market, reimbursement from third-party payers may not be available or may not be
sufficient to allow us to sell such products on a competitive or profitable basis.

If we fail to demonstrate efficacy in our preclinical studies and clinical trials our future business prospects, financial
condition and operating results will be materially adversely affected.

The success of our development and commercialization efforts will be greatly dependent upon our ability to
demonstrate drug product candidate efficacy in preclinical studies, as well as in clinical trials. Preclinical studies
involve testing drug product candidates in appropriate non-human disease models to demonstrate efficacy and safety.
Regulatory agencies evaluate these data carefully before they will approve clinical testing in humans. If certain
preclinical data reveals potential safety issues or the results are inconsistent with an expectation of the drug product
candidate’s efficacy in humans, the regulatory agencies may require additional more rigorous testing, before allowing
human clinical trials. This additional testing will increase program expenses and extend timelines. We may decide to
suspend further testing on our drug product candidates or technologies if, in the judgment of our management and
advisors, the preclinical test results do not support further development.

Moreover, success in preclinical testing and early clinical trials does not ensure that later clinical trials will be
successful, and we cannot be sure that the results of later clinical trials will replicate the results of prior clinical trials
and preclinical testing. The clinical trial process may fail to demonstrate that our drug product candidates are safe for
humans and effective for indicated uses. This failure would cause us to abandon a drug product candidate and may
delay development of other drug product candidates. Any delay in, or termination of, our preclinical testing or clinical
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trials will delay the filing of our investigational new drug application, or IND, and new drug application, or NDA, as
applicable, with the FDA and, ultimately, our ability to commercialize our drug product candidates and generate
product revenues. In addition, some of our clinical trials will involve small patient populations. Because of the small
sample size, the results of these early clinical trials may not be indicative of future results. Following successful
preclinical testing, drug product candidates will need to be tested in a clinical development program to
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 provide data on safety and efficacy prior to becoming eligible for product approval and licensure by regulatory
agencies. From first clinical trial through product approval can take at least eight years, on average in the U.S.

If any of our future clinical development drug product candidates become the subject of problems, including those
related to, among others:

•  efficacy or safety concerns with the drug product candidates, even if not justified;

•  unexpected side-effects;

•  regulatory proceedings subjecting the drug product candidates to potential recall;

•  publicity affecting doctor prescription or patient use of the drug product candidates;

•  pressure from competitive products; or

•  introduction of more effective treatments,

our ability to sustain our development programs will become critically compromised. For example, efficacy or safety
concerns may arise, whether or not justified, that could lead to the suspension or termination of our clinical programs.

Each clinical phase is designed to test attributes of drug product candidates and problems that might result in the
termination of the entire clinical plan can be revealed at any time throughout the overall clinical program. The failure
to demonstrate efficacy in our clinical trials would have a material adverse effect on our future business prospects,
financial condition and operating results.

If we do not obtain the support of new, and maintain the support of existing, key scientific collaborators, it may be
difficult to establish products using our technologies as a standard of care for various indications, which may limit our
revenue growth and profitability and could have a material adverse effect on our business, prospects, financial
condition and operating results.

We will need to establish relationships with additional leading scientists and research institutions. We believe that
such relationships are pivotal to establishing products using our technologies as a standard of care for various
indications. Although we have established a Medical and Scientific Advisory Board and research collaborations, there
is no assurance that our Advisory Board members and our research collaborators will continue to work with us or that
we will be able to attract additional research partners. If we are not able to maintain existing or establish new scientific
relationships to assist in our research and development, we may not be able to successfully develop our drug product
candidates.

If the manufacturers upon whom we rely fail to produce in the volumes and quality that we require on a timely basis,
or to comply with stringent regulations applicable to pharmaceutical manufacturers, we may face delays in the
development and commercialization of, or be unable to meet demand for, our products, if any, and may lose potential
revenues.

We do not currently manufacture our drug product candidates and do not currently plan to develop the capacity to do
so. The manufacture of pharmaceutical products requires significant expertise and capital investment, including the
development of advanced manufacturing techniques and process controls. Manufacturers of pharmaceutical products
often encounter difficulties in production, particularly in scaling up initial production. These problems include
difficulties with production costs and yields, quality control, including stability of the product candidate and quality
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assurance testing, shortages of qualified personnel, as well as compliance with strictly enforced federal, state and
foreign regulations. Our third-party manufacturers and key suppliers may experience manufacturing difficulties due to
resource constraints or as a result of labor disputes, unstable political environments at foreign facilities or financial
difficulties. If these manufacturers or key suppliers were to encounter any of these
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difficulties, or otherwise fail to comply with their contractual obligations, our ability to timely launch any potential
product candidate, if approved, would be jeopardized.

In addition, all manufacturers and suppliers of pharmaceutical products must comply with cGMP requirements
enforced by the FDA, through its facilities inspection program. The FDA is likely to conduct inspections of our third
party manufacturer and key supplier facilities as part of their review of any of our NDAs. If our third party
manufacturers and key suppliers are not in compliance with cGMP requirements, it may result in a delay of approval,
particularly if these sites are supplying single source ingredients required for the manufacture of any potential product.
These cGMP requirements include quality control, quality assurance and the maintenance of records and
documentation. Furthermore, regulatory qualifications of manufacturing facilities are applied on the basis of the
specific facility being used to produce supplies. As a result, if a manufacturer for us shifts production from one facility
to another, the new facility must go through a complete regulatory qualification and be approved by regulatory
authorities prior to being used for commercial supply. Our manufacturers may be unable to comply with these cGMP
requirements and with other FDA, state and foreign regulatory requirements. A failure to comply with these
requirements may result in fines and civil penalties, suspension of production, suspension or delay in product
approval, product seizure or recall, or withdrawal of product approval. If the safety of any quantities supplied is
compromised due to a our third party manufacturer’s or key supplier’s failure to adhere to applicable laws or for other
reasons, we may not be able to obtain regulatory approval for or successfully commercialize our products.

If we fail to obtain or maintain orphan drug exclusivity for some of our drug product candidates, our competitors may
sell products to treat the same conditions and our revenues will be reduced.

As part of our business strategy, we intend to develop some drugs that may be eligible for FDA and European Union,
or EU, orphan drug designation. Under the Orphan Drug Act, the FDA may designate a product as an orphan drug if it
is a drug intended to treat a rare disease or condition, defined as a patient population of less than 200,000 in the U.S.
The company that first obtains FDA approval for a designated orphan drug for a given rare disease receives marketing
exclusivity for use of that drug for the stated condition for a period of seven years. Orphan drug exclusive marketing
rights may be lost if the FDA later determines that the request for designation was materially defective or if the
manufacturer is unable to assure sufficient quantity of the drug. Similar regulations are available in the EU with a
10-year period of market exclusivity.

Because the extent and scope of patent protection for some of our drug products is particularly limited, orphan drug
designation is especially important for our products that are eligible for orphan drug designation. For eligible drugs,
we plan to rely on the exclusivity period under Orphan Drug Act designation to maintain a competitive position. If we
do not obtain orphan drug exclusivity for our drug products that do not have patent protection, our competitors may
then sell the same drug to treat the same condition and our revenues will be reduced.

Even though we have obtained orphan drug designation for DR Cysteamine for the potential treatment of
nephropathic cystinosis, the potential treatment of HD and the potential treatment of Batten Disease and even if we
obtain orphan drug designation for our future drug product candidates, due to the uncertainties associated with
developing pharmaceutical products, we may not be the first to obtain marketing approval for any orphan indication.
Further, even if we obtain orphan drug exclusivity for a product, that exclusivity may not effectively protect the
product from competition because different drugs can be approved for the same condition. Even after an orphan drug
is approved, the FDA can subsequently approve the same drug for the same condition if the FDA concludes that the
later drug is safer, more effective or makes a major contribution to patient care. Orphan drug designation neither
shortens the development time or regulatory review time of a drug, nor gives the drug any advantage in the regulatory
review or approval process.
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The fast-track designation for our drug product candidates, if obtained, may not actually lead to a faster review
process and a delay in the review process or in the approval of our products will delay revenue from the sale of the
products and will increase the capital necessary to fund these product development programs.

Although we have received Orphan Drug Designations from the FDA as described above, our drug product candidates
may not receive an FDA fast-track designation or priority review. Without fast-track designation,
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submitting an NDA and getting through the regulatory process to gain marketing approval is a lengthy process. Under
fast-track designation, the FDA may initiate review of sections of a fast-track drug’s NDA before the application is
complete. However, the FDA’s time period goal for reviewing an application does not begin until the last section of the
NDA is submitted. Additionally, the fast-track designation may be withdrawn by the FDA if the FDA believes that the
designation is no longer supported by data emerging in the clinical trial process. Under the FDA policies, a drug
candidate is eligible for priority review, or review within a six-month time frame from the time a complete NDA is
accepted for filing, if the drug candidate provides a significant improvement compared to marketed drugs in the
treatment, diagnosis or prevention of a disease. A fast-track designated drug candidate would ordinarily meet the
FDA’s criteria for priority review. The fast-track designation for our drug product candidates, if obtained, may not
actually lead to a faster review process and a delay in the review process or in the approval of our products will delay
revenue from the sale of the products and will increase the capital necessary to fund these product development
programs.

Because the target patient populations for some of our products are small, we must achieve significant market share
and obtain high per-patient prices for our products to achieve profitability.

Our clinical development of DR Cysteamine targets diseases with small patient populations, including nephropathic
cystinosis and HD. If we are successful in developing DR Cysteamine and receive regulatory approval to market DR
Cysteamine for a disease with a small patient population, the per-patient prices at which we could sell DR Cysteamine
for these indications are likely to be relatively high in order for us to recover our development costs and achieve
profitability. We believe that we will need to market DR Cysteamine for these indications worldwide to achieve
significant market penetration of this product.

We may not be able to market or generate sales of our products to the extent anticipated.

Assuming that we are successful in developing our drug product candidates and receive regulatory clearances to
market our products, our ability to successfully penetrate the market and generate sales of those products may be
limited by a number of factors, including the following:

•  Certain of our competitors in the field have already received regulatory approvals for and have begun marketing
similar products in the U.S., the EU, Japan and other territories, which may result in greater physician awareness of
their products as compared to ours.

•  Information from our competitors or the academic community indicating that current products or new products are
more effective than our future products could, if and when it is generated, impede our market penetration or
decrease our future market share.

•  Physicians may be reluctant to switch from existing treatment methods, including traditional therapy agents, to our
future products.

•  The price for our future products, as well as pricing decisions by our competitors, may have an effect on our
revenues.

•  Our future revenues may diminish if third-party payers, including private healthcare coverage insurers and
healthcare maintenance organizations, do not provide adequate coverage or reimbursement for our future products.

There are many difficult challenges associated with developing proteins that can be used to transport therapeutics
across the blood-brain barrier.
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Our RAP technology has a potential clinical use as a drug transporter through the blood-brain barrier. However, we do
not know that our technology will work or work safely. Many groups and companies have attempted to solve the
critical medical challenge of developing an efficient method of transporting therapeutic proteins from the blood stream
into the brain. Unfortunately, these efforts to date have met with little success due in part to a lack of adequate
understanding of the biology of the blood-brain barrier and to the enormous scientific
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complexity of the transport process itself.  In the research and development of our RAP technology, we will certainly
face many of the same issues that have caused these earlier attempts to fail. It is possible that:

•  We or our collaborator/licensee will not be able to produce enough RAP drug product candidates for testing;

•  the pharmacokinetics, or where the drug distributes in the body, of our RAP drug product candidates will preclude
sufficient binding to the targeted receptors on the blood-brain barrier;

•  the targeted receptors are not transported across the blood-brain barrier;

•  other features of the blood-brain barrier, apart from the cells, block access molecules to brain tissue after transport
across the cells;

•  the targeted receptors are expressed on the blood-brain barrier at densities insufficient to allow adequate transport
of our RAP drug product candidates into the brain;

•  targeting of the selected receptors induces harmful side-effects which prevent their use as drugs; or

•  that we or our collaborator/licensee’s RAP drug product candidates cause unacceptable side-effects.

Any of these conditions may preclude the use of RAP or RAP fusion compounds from potentially treating diseases
affecting the brain.

If our competitors succeed in developing products and technologies that are more effective than our own, or if
scientific developments change our understanding of the potential scope and utility of our drug product candidates,
then our technologies and future drug product candidates may be rendered less competitive.

We face significant competition from industry participants that are pursuing similar technologies that we are pursuing
and are developing pharmaceutical products that are competitive with our drug product candidates. Nearly all of our
industry competitors have greater capital resources, larger overall research and development staffs and facilities, and a
longer history in drug discovery and development, obtaining regulatory approval and pharmaceutical product
manufacturing and marketing than we do. With these additional resources, our competitors may be able to respond to
the rapid and significant technological changes in the biotechnology and pharmaceutical industries faster than we can.
Our future success will depend in large part on our ability to maintain a competitive position with respect to these
technologies. Rapid technological development, as well as new scientific developments, may result in our compounds,
drug product candidates or processes becoming obsolete before we can recover any of the expenses incurred to
develop them. For example, changes in our understanding of the appropriate population of patients who should be
treated with a targeted therapy like we are developing may limit the drug’s market potential if it is subsequently
demonstrated that only certain subsets of patients should be treated with the targeted therapy.

Our reliance on third parties, such as collaborators, university laboratories, contract manufacturing organizations and
contract or clinical research organizations, may result in delays in completing, or a failure to complete, preclinical
testing or clinical trials if they fail to perform under our agreements with them.

In the course of product development, we may engage university laboratories, other biotechnology or companies or
contract or clinical manufacturing organizations to manufacture drug material for us to be used in preclinical and
clinical testing and collaborators and contract or clinical research organizations to conduct and manage preclinical
studies and clinical trials. If we engage these organizations to help us with our preclinical and clinical programs, many
important aspects of this process have been and will be out of our direct control. If any of these organizations we may
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engage in the future fail to perform their obligations under our agreements with them or fail to perform preclinical
testing and/or clinical trials in a satisfactory manner, we may face delays in completing our clinical trials, as well as
commercialization of any of our drug product candidates. Furthermore, any loss or
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delay in obtaining contracts with such entities may also delay the completion of our clinical trials, regulatory filings
and the potential market approval of our drug product candidates.

Companies and universities that have licensed product candidates to us for research, clinical development and
marketing are sophisticated competitors that could develop similar products to compete with our products which could
reduce our future revenues.

Licensing our product candidates from other companies, universities or individuals does not always prevent them
from developing non-identical but competitive products for their own commercial purposes, nor from pursuing patent
protection in areas that are competitive with us. While we seek patent protection for all of our owned and licensed
product candidates, our licensors or assignors who created these product candidates are experienced scientists and
business people who may continue to do research and development and seek patent protection in the same areas that
led to the discovery of the product candidates that they licensed or assigned to us. By virtue of the previous research
that led to the discovery of the drugs or product candidates that they licensed or assigned to us, these companies,
universities, or individuals may be able to develop and market competitive products in less time than might be
required to develop a product with which they have no prior experience and may reduce our future revenues from such
product candidates.

Any product revenues could be reduced by imports from countries where our product candidates are available at lower
prices.

Even if we obtain FDA approval to market our potential products in the United States, our sales in the United States
may be reduced if our products are imported into the United States from lower priced markets, whether legally or
illegally. In the United States, prices for pharmaceuticals are generally higher than in the bordering nations of Canada
and Mexico. There have been proposals to legalize the import of pharmaceuticals from outside the United States. If
such legislation were enacted, our potential future revenues could be reduced.

The use of any of our drug product candidates in clinical trials may expose us to liability claims.

The nature of our business exposes us to potential liability risks inherent in the testing, manufacturing and marketing
of our drug product candidates. While we are in clinical stage testing, our drug product candidates could potentially
harm people or allegedly harm people and we may be subject to costly and damaging product liability claims. Some of
the patients who participate in clinical trials are already critically ill when they enter a trial. The waivers we obtain
may not be enforceable and may not protect us from liability or the costs of product liability litigation. Although we
currently carry a $3 million clinical product liability insurance policy, it may not be sufficient to cover future claims.
We currently do not have any clinical or product liability claims or threats of claims filed against us.

Our future success depends, in part, on the continued service of our management team.

Our success is dependent in part upon the availability of our senior executive officers, including our Chief Executive
Officer, Dr. Christopher M. Starr, our Chief Scientific Officer, Dr. Todd C. Zankel, our Chief Financial Officer, Kim
R. Tsuchimoto, Ted Daley, the President of our clinical development subsidiary and Dr. Patrice P. Rioux, Chief
Medical Officer of our clinical development subsidiary. The loss or unavailability to us of any of these individuals or
key research and development personnel, and particularly if lost to competitors, could have a material adverse effect
on our business, prospects, financial condition, and operating results. We have no key-man insurance on any of our
employees.  There is intense competition for qualified scientists and managerial personnel from numerous
pharmaceutical and biotechnology companies, as well as from academic and government organizations, research
institutions and other entities. In addition, we will rely on consultants and advisors, including scientific and clinical
advisors, to assist us in formulating our research and development strategy. All of our consultants and advisors will be
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employed by other employers or be self-employed, and will have commitments to or consulting or advisory contracts
with other entities that may limit their availability to us. There is no assurance that we will be able to retain key
employees and/or consultants. If key employees terminate their employment, or if insufficient numbers of employees
are retained to maintain effective operations, our development activities might be adversely affected, management’s
attention might be diverted from managing our operations to hiring suitable replacements, and our business might
suffer. In addition, we might not be able to locate suitable replacements for any key
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employees that terminate, or that are terminated from, their employment with us and we may not be able to offer
employment to potential replacements on reasonable terms, which could negatively impact our product candidate
development timelines and may adversely affect our future revenues and financial condition.

Our success depends on our ability to manage our growth.

If we are able to raise significant additional financing, we expect to continue to grow, which could strain our
managerial, operational, financial and other resources. With the addition of our clinical-stage programs and with our
plan to in-license and acquire additional clinical-stage product candidates, we will be required to retain experienced
personnel in the regulatory, clinical and medical areas over the next several years. Also, as our preclinical pipeline
diversifies through the acquisition or in-licensing of new molecules, we will need to hire additional scientists to
supplement our existing scientific expertise over the next several years.

Our staff, financial resources, systems, procedures or controls may be inadequate to support our operations and our
management may be unable to take advantage of future market opportunities or manage successfully our relationships
with third parties if we are unable to adequately manage our anticipated growth and the integration of new personnel.

Our executive offices and laboratory facility are located near known earthquake fault zones, and the occurrence of an
earthquake or other catastrophic disaster could cause damage to our facility and equipment, or that of our third-party
manufacturers or single-source suppliers, which could materially impair our ability to continue our product
development programs.

Our executive offices and laboratory facility are located in the San Francisco Bay Area near known earthquake fault
zones and are vulnerable to significant damage from earthquakes. We and the third-party manufacturers with whom
we contract and our single-source suppliers of raw materials are also vulnerable to damage from other types of
disasters, including fires, floods, power loss and similar events. If any disaster were to occur, our ability to continue
our product development programs, could be seriously, or potentially completely impaired. The insurance we maintain
may not be adequate to cover our losses resulting from disasters or other business interruptions.

We will incur increased costs as a result of recently enacted and proposed changes in laws and regulations and our
management will be required to devote substantial time to comply with such laws and regulations.

We face burdens relating to the recent trend toward stricter corporate governance and financial reporting standards.
Legislation or regulations such as Section 404 of the Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act, as well
as other rules implemented by the SEC and NASDAQ, follow the trend of imposing stricter corporate governance and
financial reporting standards have led to an increase in the costs of compliance for companies similar to us, including
increases in consulting, auditing and legal fees. New rules could make it more difficult or more costly for us to obtain
certain types of insurance, including directors’ and officers’ liability insurance, and we may be forced to accept reduced
policy limits and coverage or incur substantially higher costs to obtain the same or similar coverage. The impact of
these events could also make it more difficult for us to attract and retain qualified persons to serve on our board of
directors, our board committees or as executive officers. Failure to comply with these new laws and regulations may
impact market perception of our financial condition and could materially harm our business. Additionally, it is unclear
what additional laws or regulations may develop, and we cannot predict the ultimate impact of any future changes in
law. Our management and other personnel will need to devote a substantial amount of time to these requirements.

In addition, the Sarbanes-Oxley Act requires, among other things, that we maintain effective internal controls for
financial reporting and disclosure controls and procedures. In particular, we must perform system and process
evaluation and testing of our internal controls over financial reporting to allow management to report on the
effectiveness of our internal controls over financial reporting, as required by Section 404 of the Sarbanes-Oxley Act.
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Our compliance with Section 404 will require that we incur substantial accounting and related expense and expend
significant management efforts. In the future, we may need to hire additional accounting and financial staff to satisfy
the ongoing requirements of Section 404. Moreover, if we are not able to comply with the requirements of Section
404, or we or our independent registered public accounting firm identifies deficiencies in our internal controls over
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financial reporting that are deemed to be material weaknesses, the market price of our stock could decline and we
could be subject to sanctions or investigations by NASDAQ, the SEC or other regulatory authorities.

We may be required to suspend, repeat or terminate our clinical trials if they do not meet regulatory requirements, the
results are negative or inconclusive, or if the trials are not well designed, which may result in significant negative
repercussions on our business and financial condition.

Before regulatory approval for any potential product can be obtained, we must undertake extensive clinical testing on
humans to demonstrate the tolerability and efficacy of the product, both on our own terms, and as compared to the
other principal drugs on the market that have the same therapeutic indication. We cannot provide assurance that we
will obtain authorization to permit product candidates that are already in the preclinical development phase to enter
the human clinical testing phase. In addition, we cannot provide assurance that any authorized preclinical or clinical
testing will be completed successfully within any specified time period by us, or without significant additional
resources or expertise to those originally expected to be necessary. We cannot provide assurance that such testing will
show potential products to be safe and efficacious or that any such product will be approved for a specific indication.
Further, the results from preclinical studies and early clinical trials may not be indicative of the results that will be
obtained in later-stage clinical trials. In addition, we or regulatory authorities may suspend clinical trials at any time
on the basis that the participants are being exposed to unacceptable health risks.

Completion of clinical tests depends on, among other things, the number of patients available for testing, which is a
function of many factors, including the number of patients with the relevant conditions, the nature of the clinical
testing, the proximity of patients to clinical testing centers, the eligibility criteria for tests as well as competition with
other clinical testing programs involving the same patient profile but different treatments. We will rely on third
parties, such as contract research organizations and/or co-operative groups, to assist us in overseeing and monitoring
clinical trials as well as to process the clinical results and manage test requests, which may result in delays or failure
to complete trials, if the third parties fail to perform or to meet the applicable standards. A failure by us or such third
parties to keep to the terms of a product program development for any particular product candidate or to complete the
clinical trials for a product candidate in the envisaged time frame could have significant negative repercussions on our
business and financial condition.

If we fail to establish and maintain collaborations or if our partners do not perform, we may be unable to develop and
commercialize our product candidates, which may adversely affect our future revenues and financial condition.

We have entered into collaborative arrangements with third parties to develop and/or commercialize product
candidates. Additional collaborations might be necessary in order for us to fund our research and development
activities and third-party manufacturing arrangements, seek and obtain regulatory approvals and successfully
commercialize existing and future product candidates. If we fail to maintain the existing collaborative arrangements
held by us or fail to enter into additional collaborative arrangements, the number of product candidates from which we
could receive future revenues would decline.

Our dependence on collaborative arrangements with third parties will subject us to a number of risks that could harm
our ability to develop and commercialize products:

•  collaborative arrangements might not be on terms favorable to us;

•  disagreements with partners may result in delays in the development and marketing of products, termination of
collaboration agreements or time consuming and expensive legal action;
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we cannot control the amount and timing of resources partners devote to product candidates or their prioritization of
product candidates, and partners may not allocate sufficient funds or resources to the development, promotion or
marketing of our product candidates, or may not perform their obligations as expected;
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•  partners may choose to develop, independently or with other companies, alternative products or treatments,
including products or treatments which compete with ours;

•  agreements with partners may expire or be terminated without renewal, or partners may breach collaboration
agreements with us;

•  business combinations or significant changes in a partner’s business strategy might adversely affect that
partner’s willingness or ability to complete their obligations to us; and

•  the terms and conditions of the relevant agreements may no longer be suitable.

We cannot assure you that we will be able to negotiate future collaboration agreements or that those currently in
existence will make it possible for us to fulfill our objectives.

We may not complete our clinical trials in the time expected, which could delay or prevent the commercialization of
our products, which may adversely affect our future revenues and financial condition.

Although for planning purposes we forecast the commencement and completion of clinical trials, the actual timing of
these events can vary dramatically due to factors such as delays, scheduling conflicts with participating clinicians and
clinical institutions and the rate of patient enrollment. Clinical trials involving our product candidates may not
commence nor be completed as forecasted. In certain circumstances we will rely on academic institutions or clinical
research organizations to conduct, supervise or monitor some or all aspects of clinical trials involving our product
candidates. We will have less control over the timing and other aspects of these clinical trials than if we conducted
them entirely on our own. These trials may not commence or be completed as we expect. They may not be conducted
successfully. Failure to commence or complete, or delays in, any of our planned clinical trials could delay or prevent
the commercialization of our product candidates and harm our business and may adversely affect our future revenues
and financial condition.

If we fail to keep pace with rapid technological change in the biotechnology and pharmaceutical industries, our
product candidates could become obsolete, which may adversely affect our future revenues and financial condition.

Biotechnology and related pharmaceutical technology have undergone and are subject to rapid and significant change.
We expect that the technologies associated with biotechnology research and development will continue to develop
rapidly. Our future will depend in large part on our ability to maintain a competitive position with respect to these
technologies. Any compounds, products or processes that we develop may become obsolete before we recover any
expenses incurred in connection with developing such products, which may adversely affect our future revenues and
financial condition.

If we are unable to protect our proprietary technology, we may not be able to compete as effectively and our business
and financial prospects may be harmed.

Where appropriate, we seek patent protection for certain aspects of our technology. Patent protection may not be
available for some of the drug product candidates we are developing. If we must spend significant time and money
protecting our patents, designing around patents held by others or licensing, potentially for large fees, patents or other
proprietary rights held by others, our business and financial prospects may be harmed.

The patent positions of biopharmaceutical products are complex and uncertain.
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We own or license patent applications related to certain of our drug product candidates. However, these patent
applications do not ensure the protection of our intellectual property for a number of reasons, including the following:

We do not know whether our patent applications will result in issued patents. For example, we may not have
developed a method for treating a disease before others developed similar methods.

-22-

Edgar Filing: Raptor Pharmaceutical Corp - Form S-1

52



•  Competitors may interfere with our patent process in a variety of ways. Competitors may claim that they invented
the claimed invention prior to us. Competitors may also claim that we are infringing on their patents and therefore
cannot practice our technology as claimed under our patents, if issued. Competitors may also contest our patents, if
issued, by showing the patent examiner that the invention was not original, was not novel or was obvious. In
litigation, a competitor could claim that our patents, if issued, are not valid for a number of reasons. If a court
agrees, we would lose that patent. As a company, we have no meaningful experience with competitors interfering
with our patents or patent applications.

•  Enforcing patents is expensive and may absorb significant time of our management. Management would spend less
time and resources on developing drug product candidates, which could increase our operating expenses and delay
product programs.

•  Receipt of a patent may not provide much practical protection. If we receive a patent with a narrow scope, then it
will be easier for competitors to design products that do not infringe on our patent.

•  In addition, competitors also seek patent protection for their technology. Due to the number of patents in our field
of technology, we cannot be certain that we do not infringe on those patents or that we will not infringe on patents
granted in the future. If a patent holder believes our drug product candidate infringes on its patent, the patent holder
may sue us even if we have received patent protection for our technology. If someone else claims we infringe on
their technology, we would face a number of issues, including the following:

•  Defending a lawsuit takes significant time and can be very expensive.

•  If a court decides that our drug product candidate infringes on the competitor’s patent, we may have to pay
substantial damages for past infringement.

•  A court may prohibit us from selling or licensing the drug product candidate unless the patent holder licenses the
patent to us. The patent holder is not required to grant us a license. If a license is available, we may have to pay
substantial royalties or grant cross licenses to our patents.

•  Redesigning our drug product candidates so we do not infringe may not be possible or could require substantial
funds and time.

It is also unclear whether our trade secrets are adequately protected. While we use reasonable efforts to protect our
trade secrets, our employees or consultants may unintentionally or willfully disclose our information to competitors.
Enforcing a claim that someone else illegally obtained and is using our trade secrets, like patent litigation, is
expensive and time consuming, and the outcome is unpredictable. In addition, courts outside the U.S. are sometimes
less willing to protect trade secrets. Our competitors may independently develop equivalent knowledge, methods and
know-how.   We may also support and collaborate in research conducted by government organizations, hospitals,
universities or other educational institutions. These research partners may be unwilling to grant us any exclusive rights
to technology or products derived from these collaborations prior to entering into the relationship. If we do not obtain
required licenses or rights, we could encounter delays in our product development efforts while we attempt to design
around other patents or even be prohibited from developing, manufacturing or selling drug product candidates
requiring these licenses. There is also a risk that disputes may arise as to the rights to technology or drug product
candidates developed in collaboration with other parties.

If our agreements with employees, consultants, advisors and corporate partners fail to protect our intellectual property,
proprietary information or trade secrets, it could have a significant adverse effect on us.
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We have taken steps to protect our intellectual property and proprietary technology, by entering into confidentiality
agreements and intellectual property assignment agreements with our employees, consultants, advisors and corporate
partners. Such agreements may not be enforceable or may not provide meaningful protection for our trade secrets or
other proprietary information in the event of unauthorized use or disclosure or other breaches
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of the agreements, and we may not be able to prevent such unauthorized disclosure. Monitoring unauthorized
disclosure is difficult, and we do not know whether the steps we have taken to prevent such disclosure are, or will be,
adequate. Furthermore, the laws of some foreign countries may not protect our intellectual property rights to the same
extent as do the laws of the United States.

Risks Related to Our Common Stock

There are a substantial number of shares of our common stock eligible for future sale in the public market, and the
issuance or sale of equity, convertible or exchangeable securities in the market, or the perception of such future sales
or issuances, could lead to a decline in the trading price of our common stock.

Any issuance of equity, convertible or exchangeable securities, including for the purposes of financing acquisitions
and the expansion of our business, may have a dilutive effect on our existing stockholders. In addition, the perceived
risk associated with the possible issuance of a large number of shares of our common stock or securities convertible or
exchangeable into a large number of shares of our common stock could cause some of our stockholders to sell their
common stock, thus causing the trading price of our common stock to decline. Subsequent sales of our common stock
in the open market or the private placement of our common stock or securities convertible or exchangeable into our
common stock could also have an adverse effect on the trading price of our common stock. If our common stock price
declines, it may be more difficult for us to or we may be unable to raise additional capital.

In addition, future sales of substantial amounts of our currently outstanding common stock in the public market, or the
perception that such sales could occur, could adversely affect prevailing trading prices of our common stock, and
could impair our ability to raise capital through future offerings of equity or equity-related securities. We cannot
predict what effect, if any, future sales of our common stock, or the availability of shares for future sales, will have on
the trading price of our common stock.

In May and June 2008, prior to our merger with Raptor Pharmaceuticals Corp. in 2009, pursuant to a securities
purchase agreement for a private placement of units, Raptor Pharmaceuticals Corp. issued to investors in such private
placement, 20,000,000 shares of its common stock and two-year warrants to purchase up to, in the aggregate,
10,000,000 shares of its common stock and to placement agents in such private placement, five-year warrants to
purchase up to, in the aggregate, 2,100,000 shares of its common stock.  On a post-merger basis, the 20,000,000
shares of Raptor Pharmaceuticals Corp.’s common stock, the two-year warrants to purchase up to, in the aggregate,
10,000,000 shares of Raptor Pharmaceuticals Corp.’s common stock and the five-year warrants to purchase up to, in
the aggregate, 2,100,000 shares of Raptor Pharmaceuticals Corp.’s common stock, respectively, would be 4,662,468
shares of our common stock, two-year warrants to purchase up to, in the aggregate, 2,331,234 shares of our common
stock and the five-year warrants to purchase up to, in the aggregate, 489,559 shares of our common stock,
respectively.

In April 2009, in order to reflect then-current market prices, Raptor Pharmaceuticals Corp. notified the holders of
warrants purchased in the May/June 2008 private placement that it was offering, in exchange for such warrants, new
warrants to purchase its common stock at an exercise price of $0.30 per share, but only to the extent such exchange of
the original warrants and exercise of the new warrants, including the delivery of the exercise price, occurred on or
prior to July 17, 2009. The warrants that were not exchanged prior to or on July 17, 2009 retained their original
exercise prices of $0.90 per share and original expiration date of May 21, 2010.  On a post-merger basis, the warrants
that were not exchanged prior to or on July 17, 2009 would be warrants to purchase shares of our common stock at an
exercise price of $3.86 per share and would continue to have an expiration date of May 21, 2010.  Raptor
Pharmaceuticals Corp. received approximately $2.6 million of proceeds from warrant exercises that resulted in the
issuance of 8,715,000 shares of its common stock pursuant to the exchange described above. On a post-merger basis,
the 8,715,000 shares of Raptor Pharmaceuticals Corp.’s common stock would be 2,031,670 shares of our common
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stock.

In August 2009, pursuant to a securities purchase agreement for a private placement of units, Raptor Pharmaceuticals
Corp. issued to investors in such private placement, 7,456,250 shares of its common stock and two-year warrants to
purchase up to, in the aggregate, 3,728,125 shares of its common stock and to placement agents in such private
placement, a five-year warrant to purchase up to, in the aggregate, 556,500 shares of its common stock.
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On a post-merger basis, the 7,456,250 shares of Raptor Pharmaceuticals Corp.’s common stock, the two-year warrants
to purchase up to, in the aggregate, 3,728,125 shares of Raptor Pharmaceuticals Corp.’s common stock and the
five-year warrants to purchase up to, in the aggregate, 556,500 shares of Raptor Pharmaceuticals Corp.’s common
stock, respectively, would be 1,738,226 shares of our common stock, two-year warrants to purchase up to, in the
aggregate, 869,113 shares of our common stock and the five-year warrants to purchase up to, in the aggregate,
129,733 shares of our common stock, respectively.

In December 2009, the we entered into a definitive securities purchase agreement or the purchase agreement, dated as
of December 17, 2009, with 33 investors set forth on the signature pages thereto, collectively, the Investors, with
respect to the offering of Units, whereby, on an aggregate basis, the Investors agreed to purchase 3,747,558 Units for a
negotiated purchase price of $2.00 per Unit for aggregate gross proceeds of approximately $7.5 million.  Each Unit
consists of one share of our common stock, one Series A Warrant exercisable for 0.5 of a share of our common stock
and one Series B Warrant exercisable for 0.5 of a share of our common stock.  Units will not be issued or certificated.
The shares of our common stock and the Warrants will be issued separately.  The Series A Warrants will be
exercisable during the period beginning one hundred eighty (180) days after the date of issue and ending on the fifth
(5th) anniversary of the date of issue.  The Series B Warrants will be exercisable during the period beginning one
hundred eighty (180) days after the date of issue and ending on the eighteen (18) month anniversary of the date of
issue.  The Investor Warrants have a per share exercise price of $2.45.  In connection with this offering we paid a
placement agent cash compensation equaled to 6.5% of the gross proceeds or $487,183 plus a a five-year warrant at an
exercise price of $2.50 for the purchase of up to 74,951 shares of our common stock, on the same terms as the investor
warrants described above.

The Purchase Agreement with LPC required us to issue 145,033 shares of our common stock upon execution of the
Purchase Agreement on April 16, 2010 and  217,549 shares of our common stock  on a pro rata basis as we sell stock
to LPC pursuant to the LPC Purchase Agreement.  Sales to LPC under the Purchase Agreement could result in the
issuance of up to an additional 4,137,418 shares of our common stock over the next 25 months.

These stock issuances and other future issuances of common stock underlying unexpired and unexercised warrants
have and will result in, significant dilution to our stockholders.   In connection with other collaborations, joint
ventures, license agreements or future financings that we may enter into in the future, we may issue additional shares
of common stock or other equity securities, and the value of the securities issued may be substantial and create
additional dilution to our existing and future common stockholders.

As of April 20, 2010, there were 22,725,398 shares of our common stock outstanding. We also had outstanding as of
April 20, 2010 warrants that are exercisable to purchase an aggregate of 5,843,302 shares of our common stock at a
weighted average exercise price of $2.66 per share.  On October 13, 2009, we filed a registration statement registering
the resale of up to an aggregate of 5,557,865 shares of our common stock (including common stock issuable under
warrants).  Such registration statement was declared effective by the SEC on November 12, 2009.

In addition to our outstanding warrants, as of April 20, 2010 there were (i) options to purchase 1,419,560 shares of our
common stock in the aggregate outstanding at a weighted-average exercise price of $14.05 under our 2010 Raptor
Pharmaceutical Equity Incentive Plan, our 2006 Raptor Pharmaceutical Equity Incentive Plan and our 2006
TorreyPines Therapeutics Equity Incentive Plan and (ii) 2,721,384 shares of our common stock available for issuance
under our 2010 Raptor Equity Incentive Plan.  The shares issuable under our equity incentive plans will be available
for immediate resale in the public market.  The shares issuable under the warrants are available for immediate resale in
the public market. The market price of our common stock could decline as a result of such resales due to the increased
number of shares available for sale in the market.
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Our executive officers and directors are subject to lock-up agreements pursuant to the purchase agreement executed in
our December 2009 financing.  Each lock-up agreement is for a period of 90 days commencing on December 18,
2009, and represent 1,728,022 shares, or 7.6% of our outstanding common stock as of April 20, 2010 (taking into
account the 3,747,558 shares of common stock sold in the December 2009 financing). The lock-up period expired in
March 2010, which means that these stockholders have the ability to sell a substantial number of shares of common
stock in the public market in a short period of time. Sales of a substantial number of shares of

-25-

Edgar Filing: Raptor Pharmaceutical Corp - Form S-1

58



common stock in the public trading market, whether in a single transaction or a series of transactions, or the
perception that these sales may occur, could also have a significant effect on volatility and the trading price of our
common stock.

Future milestone payments, as more fully set forth under “Contractual Obligations with Thomas E. Daley (as assignee
of the dissolved Convivia, Inc.)” and “Contractual Obligations with Former Encode Securityholders” discussed in certain
of our periodic filings with the SEC relating to our acquisition of the Convivia assets and merger with Encode will
result in dilution. We may be required to make additional contingent payments of up to 664,400 shares of our common
stock, in the aggregate, under the terms of our acquisition of Convivia assets and merger with Encode, based on
milestones related to certain future marketing and development approvals obtained with respect to Convivia and
Encode product candidates. The issuance of any of these shares will result in further dilution to our existing
stockholders.

Because we do not intend to pay any cash dividends on our common stock, investors will benefit from an investment
in our common stock only if it appreciates in value.  Investors seeking dividend income or liquidity should not
purchase shares of our common stock.

We have not declared or paid any cash dividends on our common stock since our inception.  We anticipate that we
will retain our future earnings, if any, to support our operations and to finance the growth and development of our
business and do not expect to pay cash dividends in the foreseeable future. As a result, the success of an investment in
our common stock will depend upon any future appreciation in the value of our common stock. There is no guarantee
that our common stock will appreciate in value or even maintain its current price.  Investors seeking dividend income
or liquidity should not invest in our common stock.

Our stock price is volatile, which could result in substantial losses for our stockholders, and the trading in our
common stock may be limited.

Our common stock is listed on the Nasdaq Capital Market. The trading price of our common stock has been and may
continue to be volatile. Our operating performance does and will continue to significantly affect the market price of
our common stock.  We face a number of risks including those described herein, which may negatively impact the
price of our common stock.

The market price of our common stock also may be adversely impacted by broad market and industry fluctuations
regardless of our operating performance, including general economic and technology trends. The Nasdaq Capital
Market has, from time to time, experienced extreme price and trading volume fluctuations, and the market prices of
biopharmaceutical development companies such as ours have been extremely volatile.  Market prices for securities of
early-stage pharmaceutical, biotechnology and other life sciences companies have historically been particularly
volatile and trading in such securities has often been limited. Some of the factors that may cause the market price of
our common stock to fluctuate include:

•  the results of our current and any future clinical trials of our drug candidates;

•  the results of ongoing preclinical studies and planned clinical trials of our preclinical drug candidates;

•  the entry into, or termination of, key agreements, including key strategic alliance agreements;

•  the results and timing of regulatory reviews relating to the approval of our drug candidates;

•  
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the initiation of, material developments in, or conclusion of litigation to enforce or defend any of our intellectual
property rights;

•  failure of any of our drug candidates, if approved, to achieve commercial success;

•  general and industry-specific economic conditions that may affect our research and development expenditures;
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•  the results of clinical trials conducted by others on drugs that would compete with our drug candidates;

•  issues in manufacturing our drug candidates or any approved products;

•  the loss of key employees;

•  the introduction of technological innovations or new commercial products by our competitors;

•  Changes in estimates or recommendations by securities analysts, if any, who cover our common stock;

•  future sales of our common stock;

•  Changes in the structure of health care payment systems; and

•  period-to-period fluctuations in our financial results.

Moreover, the stock markets in general have experienced substantial volatility that has often been unrelated to the
operating performance of individual companies. These broad market fluctuations may also adversely affect the trading
price of our common stock.  In the past, following periods of volatility in the market price of a company’s securities,
stockholders have often instituted class action securities litigation against those companies. Such litigation can result
in substantial costs and diversion of management attention and resources, which could significantly harm our
profitability and reputation.

The sale of our common stock to LPC may cause dilution and the sale of the shares of common stock acquired by
LPC could cause the price of our common stock to decline.

In connection with entering into the Purchase Agreement with LPC, we authorized the sale to LPC of up to 4,137,418
shares of our common stock and the issuance of an additional 362,582 shares of our common stock as a commitment
fee.  The number of shares ultimately offered for sale by LPC hereunder is dependent upon the number of shares
purchased by LPC under the Purchase Agreement. The purchase price for the common stock to be sold to LPC
pursuant to the Purchase Agreement will fluctuate based on the price of our common stock. All 4,137,418 shares
registered in this offering which may be sold by us to LPC under the Purchase Agreement are expected to be freely
tradable.  It is anticipated that shares registered in this offering will be sold over a period of up to 25 months from the
date of this prospectus.  Depending upon market liquidity at the time, a sale of shares under this offering at any given
time could cause the trading price of our common stock to decline.  We can elect to direct purchases by LPC in our
sole discretion but no sales to LPC may occur if the purchase price for our common stock under the Purchase
Agreement is below $1.50 per share and therefore, LPC may ultimately purchase all, some or none of the 4,137,418
shares of common stock not yet issued but registered in this offering.  After LPC has acquired such shares, it may sell
all, some or none of such shares. Therefore, sales to LPC by us under the Purchase Agreement may result in
substantial dilution to the interests of other holders of our common stock. The sale of a substantial number of shares of
our common stock under this offering, or anticipation of such sales, could make it more difficult for us to sell equity
or equity-related securities in the future at a time and at a price that we might otherwise wish to effect sales.

Our stock is a penny stock. Trading of our stock may be restricted by the SEC’s penny stock regulations and the
FINRA’s sales practice requirements, which may limit a stockholder’s ability to buy and sell our stock.

Our common stock is a penny stock. The SEC has adopted Rule  15g-9 which generally defines “penny stock” to be any
equity security that has a market price less than $5.00 per share or an exercise price of less than $5.00 per share,
subject to certain exceptions. Our securities are covered by the penny stock rules, which impose additional sales
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practice requirements on broker-dealers who sell to persons other than established customers and institutional
accredited investors. The penny stock rules require a broker-dealer, prior to a transaction in a penny stock not
otherwise exempt from the rules, to deliver a standardized risk disclosure document in a form prepared by the SEC
which provides information about penny stocks and the nature and level of risks in the penny stock market. The
broker-dealer also must provide the customer with current bid and offer quotations for the penny stock, the
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compensation of the broker-dealer and its salesperson in the transaction and monthly account statements showing the
market value of each penny stock held in the customer’s account. The bid and offer quotations, and the broker- dealer
and salesperson compensation information, must be given to the customer orally or in writing prior to effecting the
transaction and must be given to the customer in writing before or with the customer’s confirmation. In addition, the
penny stock rules require that prior to a transaction in a penny stock not otherwise exempt from these rules, the
broker-dealer must make a special written determination that the penny stock is a suitable investment for the purchaser
and receive the purchaser’s written agreement to the transaction. These disclosure requirements may have the effect of
reducing the level of trading activity in the secondary market for the stock that is subject to these penny stock rules.
Consequently, these penny stock rules may affect the ability of broker-dealers to trade our securities. We believe that
the penny stock rules discourage investor interest in and limit the marketability of our common stock.

In addition to the “penny stock” rules promulgated by the SEC, the Financial Industry Regulatory Authority, or FINRA,
has adopted rules that require that in recommending an investment to a customer, a broker-dealer must have
reasonable grounds for believing that the investment is suitable for that customer. Prior to recommending speculative
low priced securities to their non-institutional customers, broker-dealers must make reasonable efforts to obtain
information about the customer’s financial status, tax status, investment objectives and other information. Under
interpretations of these rules, the FINRA believes that there is a high probability that speculative low priced securities
will not be suitable for at least some customers. The FINRA requirements make it more difficult for broker-dealers to
recommend that their customers buy our common stock, which may limit your ability to buy and sell our stock.

An adverse determination, if any, in the class action suit in which we are a defendant, or our inability to obtain or
maintain directors’ and officers’ liability insurance, could have a material adverse affect on us.

A class action securities lawsuit was filed against us, as described in the section titled, “Legal Proceedings” in certain of
our periodic reports that we file with the SEC.  On March 23, 2010, the United States Court of Appeals for the Second
Circuit dismissed the plaintiffs’ complaint and upheld the original dismissal of the complaint by the U.S. District Court
for the Southern District of New York. We do not anticipate any additional action on this claim, however, if an appeal
is filed by the plaintiffs to the United States Supreme Court and if such appeal is successful, it could burden us with
additional liability above and beyond the insurance coverage provided under the insurance policy that we currently
maintain as further described below.  Furthermore, regardless of the outcome, we may incur significant defense costs,
and the time and attention of our key management may be diverted from normal business operations. If we are
ultimately required to pay significant defense costs, damages or settlement amounts, such payments could materially
and adversely affect our operations and results. We have purchased liability insurance, however, if any costs or
expenses associated with the litigation exceed the insurance coverage, we may be forced to bear some or all of these
costs and expenses directly, which could be substantial and may have an adverse effect on our business, financial
condition, results of operations and cash flows. In any event, publicity surrounding the lawsuits and/or any outcome
unfavorable to us could adversely affect our reputation and stock price. The uncertainty associated with substantial
unresolved lawsuits could harm our business, financial condition and reputation.   We have certain obligations to
indemnify our officers and directors and to advance expenses to such officers and directors. Although we have
purchased liability insurance for our directors and officers, if our insurance carriers should deny coverage, or if the
indemnification costs exceed the insurance coverage, we may be forced to bear some or all of these indemnification
costs directly, which could be substantial and may have an adverse effect on our business, financial condition, results
of operations and cash flows. If the cost of the liability insurance increases significantly, or if this insurance becomes
unavailable, we may not be able to maintain or increase our levels of insurance coverage for our directors and officers,
which could make it difficult to attract or retain qualified directors and officers.

We can issue shares of preferred stock that may adversely affect the rights of a stockholder of our common stock.
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Our certificate of incorporation authorizes us to issue up to 15,000,000 shares of preferred stock with designations,
rights and preferences determined from time-to-time by our board of directors. Accordingly, our board of directors is
empowered, without stockholder approval, to issue preferred stock with dividend, liquidation, conversion, voting or
other rights superior to those of stockholders of our common stock.
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Anti-takeover provisions under Delaware law, in our stockholder rights plan and in our certificate of incorporation and
bylaws may prevent or complicate attempts by stockholders to change the board of directors or current management
and could make a third-party acquisition of us difficult.

We are incorporated in Delaware. Certain anti-takeover provisions of Delaware law as currently in effect may make a
change in control of our Company more difficult, even if a change in control would be beneficial to the
stockholders.   Our board of directors has the authority to issue up to 15,000,000 shares of preferred stock, none of
which are issued or outstanding. The rights of holders of our common stock are subject to the rights of the holders of
any preferred stock that may be issued. The issuance of preferred stock could make it more difficult for a third-party
to acquire a majority of our outstanding voting stock. Our charter contains provisions that may enable our
management to resist an unwelcome takeover attempt by a third party, including: a prohibition on actions by written
consent of our stockholders; the fact that stockholder meetings must be called by our board of directors; and
provisions requiring stockholders to provide advance notice of proposals. Delaware law also prohibits corporations
from engaging in a business combination with any holders of 15% or more of their capital stock until the holder has
held the stock for three years unless, among other possibilities, the board of directors approves the transaction. Our
board of directors may use these provisions to prevent changes in the management and control of our Company. Also,
under applicable Delaware law, our board of directors may adopt additional anti-takeover measures in the future.

We are a party to a stockholder rights plan, also referred to as a poison pill, which is intended to deter a hostile
takeover of us by making such proposed acquisition more expensive and less desirable to the potential acquirer. The
stockholder rights plan and our certificate of incorporation and bylaws, as amended, contain provisions that may
discourage, delay or prevent a merger, acquisition or other change in control that stockholders may consider favorable,
including transactions in which stockholders might otherwise receive a premium for their shares. These provisions
could limit the price that investors might be willing to pay in the future for shares of our common stock.
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FORWARD-LOOKING STATEMENTS

In this prospectus, in other filings with the SEC, and in press releases and other public statements by our officers
throughout the year, we make or will make statements that plan for or anticipate the future. These “forward-looking
statements,” within the meaning of the Private Securities Litigation Reform Act of 1995, include statements about our
future business plans and strategies, as well as other statements that are not historical in nature. These forward-looking
statements are based on our current expectations.

In some cases, these statements can be identified by the use of terminology such as “believes,” “expects,” “anticipates,”
“plans,” “may,” “might,” “will,” “could,” “should,” “would,” “projects,” “anticipates,” “predicts,” “intends,” “continues,” “estimates,” “potential,”
“opportunity” or the negative of these terms or other comparable terminology. All such statements, other than statements
of historical facts, including our financial condition, future results of operation, projected revenues and expenses,
business strategies, operating efficiencies or synergies, competitive positions, growth opportunities for existing
intellectual properties, technologies, products, plans, and objectives of management, markets for our securities, and
other matters, are about us and our industry that involve substantial risks and uncertainties and constitute
forward-looking statements for the purpose of the safe harbor provided by Section 27A of the Securities Act and
Section 21E of the Exchange Act. Such forward-looking statements, wherever they occur, are necessarily estimates
reflecting the best judgment of our senior management on the date on which they were made, or if no date is stated, as
of the date of the filing made with the SEC in which such statements were made. You should not place undue reliance
on these statements, which only reflect information available as of the date that they were made. Our business’ actual
operations, performance, development and results might differ materially from any forward-looking statement due to
various known and unknown risks, uncertainties, assumptions and contingencies, including those described in the
section titled “Risk Factors,” and including, but not limited to, the following:

•  our need for, and our ability to obtain, additional funds;

•  uncertainties relating to clinical trials and regulatory reviews;

•  our dependence on a limited number of therapeutic compounds;

•  the early stage of the products we are developing;

•  the acceptance of any of our future products by physicians and patients;

•  competition and dependence on collaborative partners;

•  loss of key management or scientific personnel;

•  our ability to obtain adequate intellectual property protection and to enforce these rights;

•  our ability to avoid infringement of the intellectual property rights of others; and

•  the other factors and risks described under the section captioned “Risk Factors” as well as other factors not identified
therein.

Although we believe that the expectations reflected in the forward-looking statements are reasonable, the factors
discussed in this prospectus, in other filings with the SEC and in press releases and other public statements by our
officers throughout the year, could cause actual results or outcomes to differ materially and/or adversely from those
expressed in any forward-looking statements made by us or on our behalf, and therefore we cannot guarantee future
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results, levels of activity, performance or achievements and you should not place undue reliance on any such
forward-looking statements. We cannot give you any assurance that such forward-looking statements will prove to be
accurate and such forward-looking events may not occur. In light of the significant uncertainties inherent in such
forward-looking statements, you should not regard the inclusion of this information as a representation by us or any
other person that the results or conditions described in those statements or our objectives and plans will be achieved.
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All subsequent forward-looking statements attributable to us or any person acting on our behalf are expressly qualified
in their entirety by the cautionary statements contained or referred to herein. Unless required by U.S. federal securities
laws and the rules and regulations of the SEC, we do not undertake any obligation and disclaim any intention to
update or release publicly any revisions to these forward-looking statements after the filing of this prospectus to
reflect later events or circumstances or to reflect the occurrence of unanticipated events or any other reason.
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USE OF PROCEEDS

This prospectus relates to shares of our common stock that may be offered and sold from time to time by the selling
stockholder.  We will receive no proceeds from the sale of shares of common stock in this offering.  However, we may
receive proceeds of up to $15,000,000 under the Purchase Agreement.  Any proceeds from LPC that we receive under
the Purchase Agreement will be used for working capital to support our clinical trials for DR Cysteamine in cystinosis
and Huntington’s Disease and for other general corporate purposes.
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MARKET PRICE AND DIVIDEND INFORMATION

In connection with the closing of the 2009 Merger, our common stock commenced trading on the NASDAQ Capital
Market on September 30, 2009, under the ticker symbol “RPTPD” with 18,822,162 shares outstanding. Effective
October 27, 2009, our ticker symbol changed to “RPTP.”  There is no public trading market for our warrants.  As of
April 21, 2010, there were approximately 329 holders of record of the Company’s common stock and 22,725,398
shares of our common stock outstanding.  The closing price for our common stock on April 21, 2010 was $1.77.

The following table sets forth the range of high and low sales prices of the Company’s common stock for the quarterly
periods indicated, as reported by NASDAQ. Such quotations represent inter-dealer prices without retail mark up, mark
down or commission and may not necessarily represent actual transactions.

High Low
Year Ending August 31, 2010:
First Quarter (through September 29) * $ 7.14 $ 3.23
First Quarter (September 30 – November 30, 2009) 4.90 1.16
Second Quarter (December 1, 2009 – February 28, 2010) 3.30 1.75
Third Quarter (March 1 – April 21, 2010) 2.29 1.41

Year Ended August 31, 2009:
First Quarter * $ 11.73 $ 2.72
Second Quarter * 5.95 2.72
Third Quarter * 7.65 2.55
Fourth Quarter 11.73 1.19

Year Ended August 31, 2008:
First Quarter * $115.09 $ 43.52
Second Quarter * 50.15 30.60
Third Quarter * 33.83 21.25
Fourth Quarter * 27.03 8.84

*Market prices reported have been adjusted to give retroactive effect to material changes resulting from the reverse
stock split that occurred immediately prior to the consummation of the 2009 Merger on September 29, 2009 by
multiplying the reported sales prices for such periods by 17.

Dividends

We have never declared or paid cash dividends on our common stock and do not

Edgar Filing: Raptor Pharmaceutical Corp - Form S-1

73


