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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, other than securities offered only in connection with dividend or interest reinvestment plans, 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.
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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 statement for the same offering. ~

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 statement for the same offering. ~

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box. ~

CALCULATION OF REGISTRATION FEE

Proposed Maximum

Proposed Maximum Aggregate Offering Amount of

Title of Each Class of Securities to be Amount to be Offering Price Per Registration
Registered Registered(1)(2) Share(3) Price(3) Fee(3)
Common Stock $0.01 par value(2) 51,770,481(4) $0.875 $45,299,171 $4,659(5)

(1) In addition to any securities that may be registered hereunder, we are also registering an indeterminable number of
additional shares of our common stock, pursuant to Rule 416 under the Securities Act of 1933, as amended, that may be
issued to prevent dilution resulting from stock splits, stock dividends or similar transactions affecting the shares to be
offered by the selling stockholders.

(2) This Registration Statement also relates to the rights to purchase shares of Series A Junior Participating Preferred Stock of the
Registrant which are attached to all shares of common stock issued pursuant to terms of the Registrant s Rights Agreement, dated as
of May 16, 2001. Until the occurrence of certain prescribed events, the rights are not exercisable, are evidenced only by the
certificates for the common stock and will be transferred with and only with the common stock. Because no separate consideration is
paid for the rights, the registration fee therefor is included in the fee for the common stock.

(3) Estimated solely for the purpose of calculating the registration fee in accordance with Rule 457(c) on the basis of $0.875 per share,
which was the average of the high and low prices of the common stock as quoted on the Nasdaq National Market on March 29, 2005.

(4) This amount includes:

(A) shares issuable upon the exercise of convertible notes and warrants issued in March 2005, including (i) 28,513,480 shares, representing the
27,027,013 shares of common stock issuable to the selling stockholders upon conversion of the registrant s convertible notes held by such
holders, plus up to 1,486,467 shares issuable to such holders in respect of interest accruing on the notes from time to time; and (ii) 16,722,979
shares, representing 14,864,883 shares of common stock issuable upon exercise of the common stock purchase warrants held by the selling
stockholders, plus up to 1,858,096 shares that may become issuable pursuant anti-dilution provisions contained in the warrants; and

(B) shares issued, and shares issuable upon the exercise of warrants issued, in November 2004, including, (i) 3,306,247 shares of common stock,
and (ii) 3,227,775 shares of common stock issuable upon exercise of the common stock purchase warrants held by the selling stockholders, and
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Pursuant to Rule 429 under the Securities Act of 1933, as amended (the Securities Act ), the shares being registered from the Registrant s issuance
of shares and warrants in November 2004 (referenced in clause (B) above) include 6,534,022 shares that were previously registered pursuant to
an earlier Registration Statement on Form S-3 (No. 333-120639).

(5) Pursuant to Rule 429 under the Securities Act, 6,534,022 shares previously registered pursuant to an earlier Registration Statement
on Form S-3 (No. 333-120639) are being carried forward to this Registration Statement and the corresponding registration fee for the
shares registered under that earlier Registration Statement was previously paid at the time of that Registration Statement was filed.
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The information in this prospectus is not complete and may be changed. The selling stockholders 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
the selling stockholders named in this prospectus are not soliciting any offer to buy these securities in any state where the offer or sale is not
permitted.

SUBJECT TO COMPLETION, DATED JULY 29, 2005

PROSPECTUS

INSMED INCORPORATED

51,770,481 Shares

Common Stock

This prospectus relates to the offer and sale from time to time of up to 51,770,481 shares of our common stock by the selling stockholders
named in this prospectus.

The selling stockholders identified in this prospectus, or their pledgees, donees, transferees or other successors-in-interest, may sell the shares of
our common stock at various times and in various types of transactions, including sales in the open market, sales in negotiated transactions and
sales by a combination of these methods. Shares may be sold at the market price of the common stock at the time of a sale, at prices relating to
the market price over a period of time or at prices negotiated with the buyers of shares. We do not know, however, when the proposed sales of
the shares by the selling stockholders will occur. More detailed information concerning the distribution of the shares is contained in the section
of this prospectus entitled Plan of Distribution.

We are registering the offer and sale of the shares of common stock to satisfy our contractual obligations to provide the selling stockholders with
freely tradable shares. We will not receive any of the proceeds from the sale of the shares.

Our common stock is listed on the Nasdaq National Market under the trading symbol INSM. The reported closing price of our common stock on

the Nasdaq National Market on July 28, 2005 was $0.96 per share.
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This investment involves a high degree of risk. You should consider carefully the Risk Factors beginning on
page 6 of this prospectus before purchasing any of the common stock offered hereby.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved these securities or
determined if this prospectus is truthful or complete any representation to the contrary is a criminal offense.

The date of this prospectus is 52005
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You should rely on the information contained in this prospectus. We have not authorized anyone to provide you with information different from

that contained or incorporated by reference in this prospectus. The selling stockholders, as defined below, are offering to sell, and seeking offers

to buy, shares of our common stock only in jurisdictions where offers and sales are permitted. The information contained in this prospectus is

accurate only as of the date of this prospectus, regardless of the time of delivery of this prospectus or of any sale of the shares of common stock.

In this prospectus, selling stockholders refers to the persons identified in the section titled Selling Stockholders. In this prospectus, Insmed, we,
us and our refer to Insmed Incorporated and its subsidiaries.
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PROSPECTUS SUMMARY

This summary highlights important features of this offering and the information included in this prospectus. This summary may not contain all
of the information that is important to you. You should read the entire prospectus carefully, including Risk Factors beginning on page 6, before
deciding to invest in our common stock.

Insmed Incorporated

Overview

Insmed Incorporated is a biopharmaceutical company focused on the development and commercialization of drug products for the treatment of
metabolic diseases and endocrine disorders. Currently, our development activities focus on drugs that modulate IGF-I activity in the human
body. We currently have three lead drug candidates, recombinant human insulin-like growth factor-I bound to recombinant human insulin-like
growth factor binding protein-3 (thIGF-I/thIGFBP-3; also known as SomatoKine®) rhIGFBP-3 and INSM-18. We are actively developing these
drugs to treat indications in the metabolic and oncology fields.

We have been granted Orphan Drug Designation by the United States Food and Drug Administration (FDA) and European Medicines Agency
for the Evaluation of Medicinal Products for rhIGF-I/rhIGFBP-3 in the treatment of severe growth disturbance due to growth hormone
insensitivity syndrome (GHIS) (i.e., Laron s Syndrome). We submitted a New Drug Application (NDA) on January 3, 2005 for use of
rhIGF-1/rthIGFBP-3 in the treatment of GHIS, which was accepted for priority review by the FDA with an initial User Fee Goal Date of July 3,
2005. The initial User Fee Goal Date was subsequently postponed to October 3, 2005. A worldwide Phase III clinical trial for this indication is
in progress.

We believe the commercial opportunities for thIGFI/rhIGFBP-3 reach beyond the indication of GHIS and that initial approval of our
rhIGF-1/rhIGFBP-3 may offer us an opportunity to enter other potentially very large markets. These markets include other growth disturbances
related to IGF-I deficiency, severe insulin resistance, diabetes, myotonic dystrophy, HIV associated adipose redistribution syndrome, severe
burns and hip fracture. It is our intention to initiate clinical studies in a variety of these indications with rhIGF-I/rhIGFBP-3. Based on the results
from these studies we will select the next indication to pursue for marketing authorization.

Our oncology program focuses on IGFBP-3 as a naturally occurring anti-tumor agent. This protein is normally found in the human bloodstream
and several epidemiological studies have demonstrated that cancer risk increases with decreasing blood levels of IGFBP-3. thIGFBP-3 is a
recombinant protein that mimics the effects of IGFBP-3 in the bloodstream. This product is currently in pre-clinical development for a variety of
cancers including those of the breast, lung, colon and prostate. A phase I clinical study to study safety and tolerance in human volunteers is in
progress.

Insmed is also initiating clinical studies of a compound known as INSM-18, which has novel effects on the activity of the IGF-I and other
receptors that can lead to the inhibition of growth of various tumors. Insmed is currently planning the clinical development of this compound in
collaboration with the University of California, San Francisco School of Medicine and is preparing to initiate an exploratory clinical study in
patients with relapsed prostate cancer.
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Corporate Information

Insmed was incorporated in the Commonwealth of Virginia on November 29, 1999. Our principal executive offices are located at 4851 Lake
Brook Drive, Glen Allen, Virginia 23060 and our phone number is (804)565-3000.
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Convertible Note and Warrant Issuances

On March 15, 2005, we entered into purchase agreements with several investors, pursuant to which we issued and sold to the investors 5.5%
convertible notes due 2008-2010 in an aggregate principal amount of $35 million and related warrants (the 2005 warrants) to purchase, in the
aggregate, 14,864,883 shares of common stock. Insmed received net proceeds of approximately $32.8 million from the sale of the convertible
notes and related warrants. The notes are convertible into, in the aggregate, 27,027,013 shares of common stock. As of March 15, 2005, there
were approximately 44,986,996 shares of common stock outstanding, excluding any shares issuable upon conversion or exercise of the
convertible notes and warrants.

On November 19, 2004, we entered into purchase agreements with several investors, pursuant to which we issued 6,455,551 shares of common
stock and related warrants (the 2004 warrants) to purchase, in the aggregate, 3,227,775 shares of common stock. Insmed received net proceeds
of approximately $8.2 million from the sale of the shares and 2004 warrants.

Insmed and each of the investors from the November 2004 and March 2005 issuances also entered into registration agreements, pursuant to
which we have agreed to register the shares issuable upon conversion of the notes upon the exercise of the warrants for resale by the investors.
This prospectus forms a part of a registration statement that was filed pursuant to the registration rights agreements with the investors.

Convertible Notes

Principal Payment under the Notes

The principal amount of the convertible notes will mature and become payable in nine quarterly installments of approximately $3.9 million
commencing on March 1, 2008. All outstanding convertible notes shall be repaid in cash or converted by March 1, 2010. The convertible notes
may not be prepaid, in whole or in part, or redeemed by us except under certain limited circumstances as provided for in the terms of the
convertible notes.

Interest Payments

Commencing on June 1, 2005, the holders of convertible notes will be paid interest at a rate of 5.5% per annum. Interest on the Notes is payable
quarterly until March 1, 2010.

Conversion of the Notes

The holders of the convertible notes may convert the notes into common stock at any time prior to the close of business on March 1, 2010, at a
conversion price of $1.295 per share. The conversion rate is subject to adjustments based on splits, dividends and similar extraordinary event
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affecting the common stock. The principal amount of convertible notes are convertible into, in the aggregate, 27,027,013 shares of Common
stock. Interest payable pursuant to the convertible notes from time to time may be converted into an additional 1,486,467 shares of common
stock.

Events of Default and Repurchase Rights

The holders of the convertible notes have the right to require us to repurchase the convertible notes with cash payments upon the occurrence of
specified events of default and other repurchase events.

Restrictive Covenants

The convertible notes contain restrictive covenants, including, but not limited to, covenants that prohibit us from incurring certain indebtedness
and establishing certain liens on our property.

Right to Participate in Future Financings

The purchasers of the convertible notes and related warrants in March 2005 have the right to participate in future financings undertaken by us
prior to March 16, 2005, and one purchaser of shares and warrants in November 2004 has the right to participate in future equity or equity-linked
financings undertaken by us prior to November 9, 2005. The participation right entitles the investors to purchase up to such portion of any
subsequent sale of equity securities or securities exercisable for or convertible into equity securities (other than a firm commitment underwritten
public offering) on the same terms and conditions as the other parties in the financing so as to enable the investors to maintain their ownership of
the common stock on a fully-diluted basis at such time.
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Warrants

The 2005 warrants covering 14,864,883 shares of common stock issued in March 2005 are immediately exercisable and have an exercise price
of $1.36 per share. The warrants will expire if not exercised on or prior to March 15, 2010. The 2005 warrants include a full-ratchet anti-dilution
provision and other anti-dilution provisions that would cause a decrease in the exercise price and an increase in the number of shares issuable
under the 2005 warrants, upon the occurrence of specified events. Up to 1,858,096 additional shares of common stock will be issuable pursuant
to the 2005 warrants in the event of any full-ratchet anti-dilution adjustments to the 2005 warrants.

The 2004 warrants covering 3,277,775 shares of common stock are immediately exercisable and have an exercise price of $1.71. per share. The
2004 warrants will expire if not exercised on or prior to November 5, 2009. The 2004 warrants include weighted-average anti-dilution provisions
that would cause a decrease in the exercise price upon the issuance or deemed issuance of common stock for less than the exercise price of the
warrants, and other anti-dilution provisions that would cause a decrease in the exercise price and an increase in the number of shares issuable
under the 2004 warrants.

Share Limitations

Based on limitations included in the purchase agreements for the March 2005 issuances, the convertible notes, and the 2005 warrants, no holder
of the convertible notes or warrants may beneficially own more than 9.9% of the common stock at any time.

Registration Rights Agreements

In connection with the issuance of securities in 2004 and 2005, Insmed and the investors entered into registration rights agreements, pursuant to
which, we agreed to file a registration statement with the Securities and Exchange Commission registering the shares of common stock issuable
upon the conversion of the convertible notes or exercise of the warrants issued in 2004 and 2005. This prospectus forms a part of a registration
statement that was filed pursuant to the registration rights agreements with the investors.

Table of Contents 12



Edgar Filing: INSMED INC - Form POS AM

Table of Conten

Common stock offered by selling stockholders

Use of proceeds

Nasdaq National Market symbol

Risk Factors
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The Offering

51,770,481 shares, including 3,306,247 shares issued to investors in November
2004, up to 19,950,754 shares issuable upon the exercise of warrants issued to
investors in November 2004 and March 2005, and up to 28,513,480 shares
issuable upon the conversion of convertible notes issued to investors in March
2005.

We will not receive any proceeds from the sale of shares in this offering. If the
selling stockholders exercise the warrants to purchase our common stock for cash
instead of on a net exercise basis, then we will receive the exercise price from the
exercise of the warrants. The proceeds, if any, will be added to our working
capital and be available to fund the ongoing activities relating to SomatoKine®,
rhIGFBP-3 and INSM-18 and for general corporate purposes.

INSM

See Risk Factors for a discussion of the factors you should carefully consider
before deciding to invest in shares of our common stock.
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RISK FACTORS

You should consider carefully the following risk factors, together with all of the other information included in this prospectus. Each of these risk
factors could adversely affect our business, operating results and financial condition, as well as adversely affect the value of an investment in our
common stock.

Since we have a limited operating history, a history of operating losses and an expectation that we will generate operating losses for the
foreseeable future, we may not achieve profitability for some time, if at all.

We are focused on product development and currently have no commercial sales. We have incurred losses each year of operation and we expect
to continue incurring operating losses for the foreseeable future. The process of developing our products requires significant pre-clinical testing
and clinical trials as well as regulatory approvals for commercialization and marketing before we can begin to generate any revenue from
product sales. In addition, commercialization of our drug candidates will require us to establish a sales and marketing organization and
contractual relationships to enable product manufacturing and other related activities. We expect that these activities, together with our general
and administrative expenses, will result in substantial operating losses for the foreseeable future. As of December 31, 2004, our accumulated
deficit was $213.7 million. For the year ended December 31, 2004, and the three months ended March 31, 2005, our consolidated net loss was
$27.2 million and $5.8 million, respectively.

We currently have two lead product candidates, rhIGF-I/thIGFBP-3 (also known as SomatoKine®) and rhIGFBP-3. rhIGF-I/rhIGFBP-3 is
currently in development for a number of metabolic and endocrine indications. The most advanced indication in development is the treatment of
severe growth disturbance due to growth hormone insensitivity syndrome (GHIS). Our second compound, thIGFBP-3, is currently in pre-clinical
development for a variety of cancers including breast, lung, colon and prostate.

All of our products are currently in the research and development stage and if we are unable to commerecialize them it will materially
adversely affect our business, financial condition and results of operations.

All of our potential products are in the research and development stage. Our long-term viability and growth depend on the successful
commercialization of products which lead to revenue and profits. In order to commercialize any of our products they must first be successfully
developed. Pharmaceutical product development is an expensive, high risk, lengthy, complicated, resource intensive process. In order to
succeed, among other things, we must be able to:

identify potential drug product candidates;

design and conduct appropriate laboratory, pre-clinical and other research;

submit for and receive regulatory approval to perform clinical studies;

design and conduct appropriate clinical studies;
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select and recruit clinical investigators;

select and recruit subjects for our studies;

collect, analyze and correctly interpret the data from our studies;

submit for and receive regulatory approvals for marketing; and

manufacture the drug product candidates according to current good manufacturing practices (cGMP).

The development program with respect to any given product will take many years and thus delay our ability to generate profit. In
addition, potential products that appear promising at early stages of development may fail for a number of reasons, including the
possibility that the products may require significant additional testing or turn out to be:

unsafe;

not effective;

too difficult or expensive to manufacture;

too difficult to administer; or

unstable.

Table of Contents
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In order to conduct the development programs for our potential products we must, among other things, be able to successfully:

raise sufficient money to pay for the development;

attract and retain appropriate personnel; and

develop relationships with other companies to perform various development activities that we are unable to perform.

Even if we are successful in developing our products, there are numerous developments that could prevent the successful commercialization of
the products such as:

the regulatory approval of our products are delayed or we are required to conduct further research and development with our products
prior to receiving regulatory approval;

we are unable to build a sales and marketing group to successfully launch and sell our products;

we are unable to raise the additional funds needed to successfully develop and commercialize our products or acquire additional
products for growth,

an event such as a law suit or other litigation drains our cash;

we are unable to manufacture the quantity of product needed in accordance with current good manufacturing practices to meet market
demand or at all,

our product is determined to be ineffective or unsafe following approval and is removed from the market or we are required to perform
additional research and development to further prove the safety and effectiveness of the product before re-entry into the market,

competition from other products or technologies prevents or reduces market acceptance of our products;

we do not have and cannot obtain the intellectual property rights needed to manufacture or market our products without infringing on
another company s patents, or

we are unable to obtain reimbursement for our product. or such reimbursement may be less than is necessary to produce a reasonable
profit.

Our growth strategy includes the commercialization of more than one product. We may not be able to identify and acquire complementary
products, businesses or technologies and if acquired or licensed, they might not improve our business, financial condition or results of
operations.
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The failure to successfully acquire, develop and commercialize products will adversely affect our business, financial condition and results of
operations.

If our products fail in pre-clinical or clinical trials or if we cannot enroll enough patients to complete our clinical trials, such failure may
adversely affect our business, financial condition and results of operations.

In order to sell our products, we must receive regulatory approval. Before obtaining regulatory approvals for the commercial sale of any of our
products under development, we must demonstrate through pre-clinical studies and clinical trials that the product is safe and effective for use in
each target indication. In addition, the results from pre-clinical testing and early clinical trials may not be predictive of results obtained in later
clinical trials. There can be no assurance that our clinical trials will demonstrate sufficient safety and effectiveness to obtain regulatory
approvals. A number of companies in the biotechnology and pharmaceutical industries have suffered significant setbacks in late stage clinical
trials even after promising results in early stage development. If our products fail in pre-clinical or clinical trials, it will have an adverse effect on
our business, financial condition and results of operations.

We are currently conducting a Phase III clinical trial of rhIGF-I/rhIGFBP-3 in patients with GHIS and have included some data from this trial as
pivotal information in a New Drug Application (NDA) submission to the United States Food and Drug Administration (FDA) which was filed
on January 3, 2005. We also plan to include the data from the trial in a Marketing Authorization Application to the European Medicines Agency
(EMEA). We must receive approval of these applications before we can market rhIGF-I/rhIGFBP-3 in the respective territories. We are also
planning clinical trials with rhIGFBP-3.
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The completion rate of these and other clinical trials is dependent on, among other factors, the patient enrollment rate. Patient enrollment is a
function of many factors, including:

Investigator identification and recruitment;

regulatory approvals to initiate study sites;

patient population size;

the nature of the protocol to be used in the trial;

patient proximity to clinical sites;

eligibility criteria for the study; and

competition from other companies clinical trials for the same patient population.

We believe our planned procedures for enrolling patients are appropriate; however, delays in patient enrollment would increase costs and delay
ultimate commercialization and sales, if any, of our products. Such delays could materially adversely affect our business, financial condition and
results of operations.

We may be required to conduct broad, long-term clinical trials to address concerns that the long-term use of rhIGF-I/rhIGFBP-3 in
broader chronic indications might increase the risk of diabetic retinopathy. This may materially adversely affect our business, financial
condition and results of operations.

In previously published clinical trials of thIGF-I, concerns were raised that long-term use of rhIGF-I might lead to an increased incidence and/or
severity of retinopathy, a disease of new blood vessel growth in the eye which results in loss of vision. Because our product contains rthIGF-I,
the FDA may require us to conduct broad, long-term clinical trials to address these concerns prior to receiving FDA approval for broad chronic
indications such as diabetes. These clinical trials would be expensive and could delay our commercialization of thIGF-I/rhIGFBP-3 for these
broader chronic indications. Adverse results in these trials could prevent our commercialization of thIGF-I/rhIGFBP-3 for broad chronic
indications or could jeopardize existing development and approvals in other indications.

We cannot be certain that we will obtain any regulatory approvals in the United States and Europe. The failure to obtain such
approvals may materially adversely affect our business, financial condition and results of operations.

We are required to obtain various regulatory approvals prior to studying our drug products in humans and then again before we market and
distribute our products. The regulatory review and approval process required to perform a clinical study in both the United States and Europe
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includes evaluation of pre-clinical studies and clinical trials, as well as the evaluation of our manufacturing process and is complex, lengthy,
expensive, resource intensive and uncertain. Securing regulatory approval to market our products also requires the submission of extensive
pre-clinical and clinical data, manufacturing information regarding the process and facility, scientific data characterizing our product and other
supporting data to the regulatory authorities in order to establish its safety and effectiveness. This process is also complex, lengthy, expensive,
resource intensive and uncertain. We have limited experience in filing and pursuing applications necessary to gain these regulatory approvals.

Data submitted to the regulators is subject to varying interpretations that could delay, limit or prevent regulatory agency approval. We may also
encounter delays or rejections based on changes in regulatory agency policies during the period in which we develop a drug and/or the period
required for review of any application for regulatory agency approval of a particular product. Delays in obtaining regulatory agency approvals
could adversely affect the marketing of any drugs that our collaborative partners or we develop. Such delays could impose costly procedures on
our collaborative partners or our activities, diminish any competitive advantages that our collaborative partners or we may attain and adversely
affect our ability to receive royalties, any of which could materially adversely affect our business, financial condition and results of operations.

We are currently conducting a Phase III clinical trial of rhIGF-I/rhIGFBP-3 in patients with GHIS and have included data from this trial as a
pivotal piece of information in a January 3, 2005 NDA submission to the FDA. We also plan to include the data in a Marketing Authorization
Application (MAA) submission to the EMEA. We must receive approval of these applications before we can market thIGF-1/rhIGFBP-3.
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As part of our normal development we continue to increase our scale of production and refine our manufacturing process. Because of these
changes we are required to perform various comparability analyses to demonstrate that the drug product used in our previous development
studies is essentially the same as the new drug product produced. We have had several discussions with the FDA and other foreign regulatory
agencies regarding our Phase III clinical study and this comparability analysis and believe we understand what is required to satisfy the FDA and
EMEA. We plan to submit this data to the appropriate regulatory authorities as part of the regulatory process. If we are unable to produce
comparable drug product or meet the regulatory requirements of comparability it will materially adversely affect our business, financial
condition and results of operations.

The regulatory authorities have substantial discretion in the approval process and may either refuse to accept our applications, or may decide
after review of our applications that our data is insufficient to allow approval of rhIGF-I/rhIGFBP-3. If the FDA or EMEA do not accept or
approve our application, it may require that we conduct additional clinical, pre-clinical or manufacturing studies and submit that data before it
will reconsider our application. This could materially adversely affect our business, financial condition and results of operations.

Even if the FDA or EMEA grants approval for a drug, such approval may limit the indicated uses for which we may market the drug, and this
could limit the potential market for such drug. Furthermore, if we obtain approval for any of our products, the marketing and manufacture of
such products remain subject to extensive regulatory requirements. Even if the FDA or EMEA grants approval, such approval would be subject
to continual review, and later discovery of unknown problems could restrict the products future use or cause their withdrawal from the market.
Failure to comply with regulatory requirements could, among other things, result in fines, suspension of regulatory approvals, operating
restrictions and criminal prosecution. In addition, many countries require regulatory agency approval of pricing and may also require approval
for the marketing in such countries of any drug that our collaborative partners or we develop.

If our Phase III clinical trial is unsuccessful or if we cannot produce comparable drug product, have not correctly understood the regulatory
requirements associated with comparability of drug products or for various other reasons cannot satisfy ongoing regulatory requirements, we
may not receive NDA and/or MAA approvals or such approvals may be substantially delayed or withdrawn. Any of these events could
materially adversely affect our business, financial condition and results of operations.

We cannot be certain that we will obtain any regulatory approvals in foreign countries. The failure to obtain such approvals may
materially adversely affect our business, financial condition and results of operations.

In order to market our products outside of the United States and European union territories, our corporate partners and we must comply with
numerous and varying regulatory requirements of other countries. The approval procedures vary among countries and can involve additional
product testing and administrative review periods. The time required to obtain approval in these other territories might differ from that required
to obtain FDA or EMEA approval. The regulatory approval process in these other territories includes at least all of the risks associated with
obtaining FDA and EMEA approval detailed above. Approval by the FDA or EMEA does not ensure approval by the regulatory authorities of
other countries.

We are currently conducting or planning to conduct several clinical studies in the United States, and countries in the European Union and other
territories with our products. If we are unable to receive regulatory approval to conduct such studies, it may prevent or substantially delay our
development programs which could materially adversely affect our business, financial condition and results of operations.

If another party obtains orphan drug or pediatric exclusivity for a product that is essentially the same as rhIGF-1/rhIGFBP-3 for the
treatment of growth disturbance due to GHIS, we may be precluded or delayed from commercializing rhIGF-I/rhIGFBP-3 in that
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indication. This will materially adversely affect our business, financial condition and results of operations.

Under the Orphan Drug Act, the FDA may grant orphan drug designation to drugs intended to treat a rare disease or condition, which is
generally a disease or condition that affects fewer than 200,000 individuals in the United States. The company that obtains the first marketing
approval from the FDA for a designated orphan drug for a rare disease receives marketing exclusivity for use of that drug for the designated
condition for a period of
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seven years. Similar laws exist in Europe. Pediatric exclusivity can provide an additional six months of market exclusivity in the United States If
a competitor obtains approval of the same drug for the same indication or disease before us, we would be blocked from obtaining approval for
our product for seven or more years, unless our product can be shown to be clinically superior. In addition, more than one product may be
approved by the FDA for the same orphan indication or disease as long as the products are different drugs. As a result, if our product is approved
and receives orphan drug status, the FDA can still approve other drugs for use in treating the same indication or disease covered by our product,
which could create a more competitive market for us.

We are aware of a drug being developed by Tercica, Inc., which we believe is a product containing essentially only rthIGF-I, that is in
development for treatment of severe primary IGF-I deficiency. We believe this population includes patients with GHIS. We believe this
company has or will file for orphan designation of their product and pursue pediatric exclusivity. The regulatory agencies could determine that
this other product is the same drug as our product and is used for the same indication. If the regulatory agencies make this determination and the
other product is approved first, the approval of our rhIGF-I/rhIGFBP-3 for GHIS could be blocked for up to seven or more years, which could
force us to curtail or cease our operations. We may not be able to benefit from the orphan drug marketing exclusivity because products that are
clinically superior may be approved for marketing regardless of whether we receive orphan drug designation and the first marketing approval.

The failure to successfully obtain orphan drug market exclusivity or pediatric drug market exclusivity will adversely affect our business,
financial condition and results of operations.

Manufacturing capacity necessary to supply rhIGF-I/rhIGFBP-3 and rhIGFBP-3 may not be available, which may adversely affect our
business, financial condition and results of operations. If we are unable to find sufficient manufacturing capacity, it could materially
adversely affect our business, financial condition and results of operations.

Failure to successfully manufacture our products could materially adversely affect our business, financial condition and results of operations. We
intend to manufacture products at our Insmed Therapeutic Proteins (ITP) facility in Boulder, Colorado and enter into strategic alliances with
other parties that have established commercial scale manufacturing capabilities. There can be no assurance that our ITP facility will have the
capacity to produce the required products nor that we will enter into such strategic alliances on terms favorable to us or at all. If we are unable to
increase production capacity at our ITP facility or establish and maintain relationships with third parties for manufacturing sufficient quantities
of our product candidates and their components that meet our planned time and cost parameters, the development and timing of our pre-clinical
and clinical trials may be adversely affected.

In addition, there can be no assurance that an adverse regulatory inspection at our ITP facility or at our contract manufacturers facilities would
not impede our commercial supply capability. If we choose to commercialize such products solely on our own, it would be time consuming,
resource intensive and capital intensive. If our contract manufacturers facilities or our facilities can not produce our products according to
current good manufacturing practices (cGMP) and pass a cGMP inspection or if our contract manufacturers or our facilities become unavailable,
we may be unable to develop and commercialize our products. This will materially adversely affect our business, financial condition and results
of operations.

The available capacity for the manufacture of recombinant proteins that comprise thIGF-I/rhIGFBP-3 is limited. A shutdown or disruption at our
ITP facility or in any of these third party facilities due to technical, regulatory or other problems, resulting in an interruption in supply of these
materials, could delay our development activities and adversely impact our business, financial condition and results of operations.
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We have manufactured rhIGF-I/thIGFBP-3 at our ITP facility and at Avecia s site at Billingham, England. At present, rhIGF-1/rhIGFBP-3 has
never been manufactured by our ITP facility or Avecia in quantities necessary for commercialization; we cannot guarantee that they will be able
to produce the quantities of rhIGF-I/rhIGFBP-3 necessary for commercialization or that there will not be delays in such production. If we are

unable to manufacture rhIGF-1/thIGFBP-3 or such manufacture is delayed it could materially adversely affect our business, financial condition
and results of operations.

10
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Our ITP facility and the facilities used by our contract manufacturers, including Avecia Limited, to manufacture thIGF-I/thIGFBP-3 may
undergo an inspection by the FDA and/or EMEA for compliance with cGMP regulations, before rhIGF-I/rhIGFBP-3 can be approved. In the
event these facilities do not receive a satisfactory cGMP inspection for the manufacture of our product, we may need to fund additional
modifications to our manufacturing process, conduct additional validation studies, or find alternative manufacturing facilities, any of which
would result in significant cost to us as well as a significant delay of up to several years in obtaining approval for thIGF-1/thIGFBP-3. In
addition, our contract manufacturers, and any alternative contract manufacturer we may utilize, will be subject to ongoing periodic inspection by
the FDA and EMEA and other foreign agencies for compliance with cGMP regulations and similar foreign standards. We do not have control
over our contract manufacturers compliance with these regulations and standards.

Product for our clinical trials is currently made at either our ITP facility or Avecia s manufacturing facility and then sent to an additional third
party contract manufacture for sterile filtration and filling into vials. Should our ITP facility, Avecia s facility or our contract sterile filtration and
filling manufacturer become unavailable to us for any reason, including damage from any event, including fire, flood, earthquake or terrorism,
we may be unable to complete manufacture of rhIGF-I/thIGFBP-3 or validation of the manufacturing process for rhIGF-I/rhIGFBP-3. This
could delay our clinical trials and the approval of our NDA or MAA, which would delay or otherwise adversely affect revenues. If the damage to
any of these facilities is extensive, or if they are unwilling or unable to operate in compliance with cGMP or perform under our agreements, we
will need to find alternative facilities. The number of contract manufacturers with the expertise and facilities to manufacture thIGF-I/rhIGFBP-3
bulk drug substance on a commercial scale in accordance with cGMP regulations is extremely limited, and it would take a significant amount of
time and resources to arrange for alternative manufacturers. If we need to change to other commercial manufacturers, we would need to transfer
and validate the processes and analytical methods necessary for the production and testing of rhIGF-I/rhIGFBP-3 to these new manufacturers.
Any of these factors could lead to the delay or suspension of our clinical trials, regulatory submissions, regulatory approvals or
commercialization of thIGF-I/rhIGFBP-3, or higher costs of production and result in our failure to effectively commercialize
rhIGF-1/rhIGFBP-3.

Furthermore, if our ITP facility or our contract manufacturers fail to deliver sufficient quantities of bulk drug substance or finished product on a
timely basis and at commercially reasonable prices, and we are unable to promptly find one or more replacement manufacturers capable of
production at a substantially equivalent cost, in substantially equivalent volume and on a timely basis, we will likely be unable to meet demand
for rhIGF-I/rhIGFBP-3 and we would lose potential revenues.

We currently have limited sales, marketing and distribution capabilities, which may make commercializing our products difficult. If we
are unable to build sales, marketing and distribution capabilities, it will materially adversely affect our business, financial condition and
results of operations.

If the FDA or any other regulatory agency permits us to commence commercial sales of products, we will face competition with respect to
commercial sales, marketing and distribution. These are areas in which we have no experience. To market any of our products directly, we must
develop a marketing and sales force with technical expertise and with supporting distribution capability. Alternatively, we may engage a
pharmaceutical company with a large distribution system and a large direct sales force to assist us. There can be no assurance that we will
successfully establish sales and distribution capabilities or gain market acceptance for our proprietary products. To the extent we enter
co-promotion or other licensing arrangements, any revenues we receive will depend on the efforts of third parties and there can be no assurance
that our efforts will succeed. Failure to successfully sell, market or distribute our products once approved will materially adversely affect our
business, financial condition and results of operations

If our products fail to achieve market acceptance for any reason, such failure may materially adversely affect our business, financial
condition and results of operations.
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There can be no assurance that any of our product candidates, if approved for marketing, will achieve market acceptance. If our products do not
receive market acceptance for any reason, it will adversely affect our business, financial condition and results of operations. The degree of
market acceptance of any products we develop will depend on a number of factors, including:

the establishment and demonstration in the medical community of the clinical efficacy and safety of our products;

11
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their potential advantage over existing and future treatment methods;

their price; and

reimbursement policies of government and third-party payers, including hospitals and insurance companies.

For example, even if we obtain regulatory approval to sell our products, physicians and healthcare payers could conclude that our products are
not safe and effective and physicians could choose not to use them to treat patients. Our competitors may also develop new technologies or
products which are more effective or less costly, or that seem more cost-effective than our products.

Our commercial success will depend in part on third-party payers agreeing to reimburse patients for the costs of products. Government health
administration authorities, private health insurers and other organizations generally provide reimbursement. Third-party payers frequently
challenge the pricing of new drugs. Significant uncertainty exists as to the reimbursement status of newly approved healthcare products.
Therefore, third-party payers may not approve our products for reimbursement. If third-party payers do not approve our products for
reimbursement, sales will suffer, as some patients will opt for a competing product that is approved for reimbursement. Even if third-party
payers make reimbursement available, these payers reimbursement policies may adversely affect our corporate partners and our ability to sell
such products on a profitable basis. Moreover, the trend toward managed healthcare in the United States, the growth of organizations such as
health maintenance organizations and legislative proposals to reform healthcare and government insurance programs could significantly
influence the purchase of healthcare services and products, resulting in lower prices and reducing demand for our products which could
adversely affect our business, financial condition and results of operations.

In addition, legislation and regulations affecting the pricing of pharmaceuticals may change in ways adverse to us before or after the FDA or
other regulatory agencies approve any of our proposed products for marketing. While we cannot predict the likelihood of any such legislative or
regulatory proposals, if the government or an agency adopts such proposals, they could materially adversely affect our business, financial
condition and results of operations.

If physicians, patients, third-party payers or the medical community in general do not accept and use the products we develop and
commercialize, it will materially adversely affect our business, financial condition and results of operations.

We will need additional funds in the future to continue our operations, but we face uncertainties with respect to our access to capital
that could materially adversely impact our business, financial condition and results of operations.

We will require substantial future capital in order to execute our business plan. Our future capital requirements will depend on many factors,
including factors associated with:

manufacturing;

process development;
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research and development including among other items, pre-clinical testing and clinical trials,

obtaining regulatory approvals;

obtaining marketing sales and distribution capabilities;

launching products;

retaining employees and consultants;

filing and prosecuting patent applications and enforcing patent claims;

establishing strategic alliances; and

other activities required for product commercialization.

We may also need to spend more money than currently expected because we may change our product development plans, acquire additional
products or product candidates or we may misjudge our costs. We have no committed sources of capital and do not know whether additional
financing will be available when needed, or, if

12
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available, that the terms will be favorable. There can be no assurance that our cash reserves together with any subsequent funding will satisfy our
capital requirements. The failure to satisfy our capital requirements will adversely affect our business, financial condition and results of
operations. We believe that existing cash reserves including the March 15, 2005 financing, will sufficiently fund our activities through the next
twelve months.

We may seek additional funding through strategic alliances, private or public sales of our securities or licensing all or a portion of our
technology. Such funding may significantly dilute existing shareholders or may limit our rights to our currently developing technology. There
can be no assurance, however, that we can obtain additional funding on reasonable terms, or at all. If we cannot obtain adequate funds, we may
need to significantly curtail our product development programs and/or relinquish rights to our technologies or product candidates. This may
adversely affect our business, financial condition and results of operations.

We are dependent upon retaining and attracting key personnel and others, the loss of which could materially adversely affect our
business, financial condition and results of operations.

We depend highly on the principal members of our scientific and management staff, the loss of whose services might significantly delay or
prevent the achievement of research, development or business objectives and would materially adversely affect our business, financial condition
and results of operations. Our success depends, in large part, on our ability to attract and retain qualified management, scientific and medical
personnel, and on our ability to develop and maintain important relationships with commercial partners, leading research institutions and key
distributors. We face intense competition for such personnel and relationships. We cannot assure that we will attract and retain such persons or
maintain such relationships.

We expect that our potential expansion into areas and activities requiring additional expertise, such as further clinical trials, governmental
approvals, manufacturing, sales, marketing and distribution will place additional requirements on our management, operational and financial
resources. We expect these demands will require an increase in management and scientific personnel and the development of additional
expertise by existing management personnel. The failure to attract and retain such personnel or to develop such expertise could materially
adversely affect our business, financial condition and results of operations.

We need collaborative relationships to be successful. If we are unable to form these relationships it could materially adversely impact
our business, financial condition and results of operations.

We currently rely and may in the future rely on a number of significant collaborative relationships for intellectual property rights, research
funding, manufacturing, analytical services, pre-clinical development, clinical development and/or sales and marketing. Reliance on
collaborative relationships poses a number of risks, including the following:

we cannot effectively control whether our corporate partners will devote sufficient resources to our programs or product.,

disputes may arise in the future with respect to the ownership of rights to technology developed with, licensed to or licensed from
corporate partners;
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disagreements with corporate partners could result in loss of intellectual property rights, delay or terminate the research, development
or commercialization of product candidates or result in litigation or arbitration;

contracts with our corporate partners may fail to provide sufficient protection of our intellectual property;

we may have difficulty enforcing the contracts if one of these partners fails to perform;

corporate partners have considerable discretion in electing whether to pursue the development of any additional products and may
pursue technologies or products either on their own or in collaboration with our competitors; and

corporate partners with marketing rights may choose to devote fewer resources to the marketing of our products than they do to
products of their own development.

Given these risks, a great deal of uncertainty exists regarding the success of our current and future collaborative efforts. Failure of these efforts
could delay, impair or prevent the development and commercialization of our products and adversely affect our business, financial condition and
results of operations.

13
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Our growth strategy includes acquiring complementary businesses or technologies that may not be available or, if available and
purchased or licensed, might not improve our business, financial condition or results of operations.

As part of our business strategy, we expect to pursue acquisitions and in-license new products and technologies. Nonetheless, we cannot assure
you that we will identify suitable acquisitions or products or that we can make such acquisitions or enter into such license agreements on
acceptable terms. If we acquire businesses, those businesses may require substantial capital, and we cannot provide assurance that such capital
will be available in sufficient amounts or that financing will be available in amounts and on terms that we deem acceptable. Furthermore, the
integration of acquired businesses may result in unforeseen difficulties that require a disproportionate amount of management s attention and our
other resources. Finally, we cannot provide assurance that we will achieve productive synergies and efficiencies from these acquisitions.

We intend to conduct proprietary development programs with collaborators, and any conflicts with them could harm our business, financial
condition and results of operations. We intend to enter into collaborative relationships which will involve our collaborator conducting
proprietary development programs. Any conflict with our collaborators could reduce our ability to obtain future collaboration agreements and
negatively influence our relationship with existing collaborators, which could reduce our revenues and have an adverse effect on our business,
financial condition and results of operations. Moreover, disagreements with our collaborators could develop over rights to our intellectual

property.

Certain of our collaborators could also be or become competitors. Our collaborators could harm our product development efforts by:

developing competing products;

precluding us from entering into collaborations with their competitors;

failing to obtain timely regulatory approvals;

terminating their agreements with us prematurely; or

failing to devote sufficient resources to the development and commercialization of products.

We face uncertainties related to patents and proprietary technology that may materially adversely affect our business, financial

condition and results of operations.

Our success will depend in part on our ability to:

obtain patent protection for our products;
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prevent third parties from infringing on our patents; and

refrain from infringing on the patents of others, both domestically and internationally.

Our patent positions are highly uncertain, and any future patents we receive for our potential products will be subject to this uncertainty, which
may adversely affect our business, financial condition and results of operations. We intend to actively pursue patent protection for products
arising from our research and development activities that have significant potential commercial value. Nevertheless, it is possible that, in the
patent application process, certain claims may be rejected or achieve such limited allowance that the value of the patents would be diminished.
Further, there can be no assurance that any patents obtained will afford us adequate protection. In addition, any patents we procure may require
cooperation with companies holding related patents. We may have difficulty forming a successful relationship with these other companies.

We can give no assurance that a third party will not claim (with or without merit) that we have infringed or misappropriated their proprietary
rights. A variety of third parties have obtained, and are attempting to obtain, patent protection relating to the production and use of rhIGF-I
and/or thIGFBP-3. We can give no assurances as to whether any issued patents, or patents that may later issue to third parties, would affect our
contemplated commercialization of rhIGF-I/rhIGFBP-3 or rhIGFBP-3. We can give no assurances that such patent(s) can be avoided,
invalidated or licensed. If any third party were to assert a claim for infringement, we can give no assurances that we would be successful in the
litigation or that such litigation would not have a material adverse effect on our business, financial
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condition and results of operation. Furthermore, we may not be able to afford the expense of defending against such a claim.

Third parties, including Genentech Inc. and Chiron Corporation hold United States and/or foreign patents possibly directed to the composition,
production and/or use of thIGF-I, thIGFBP-3, rhIGF-I/rhIGFBP-3 and/or recombinant proteins in general. After examining these patents, we do
not believe they present an obstacle to our plans to commercialize rhIGF-I/rhIGFBP-3 and rhIGFBP-3. However, we can provide no assurance
that any one of these third parties will not assert in the future a contrary position, for instance in the context of an infringement action. Moreover,
while we cannot predict with certainty the outcome of such a proceeding, an adverse ruling could impact our ability to make, use or sell our
products.

In addition, Novartis AG and Chiron Corporation have rights to United States and foreign patents relating to the use of IGF-1 for the treatment
of type 1 diabetes, and Novartis owns United States and foreign patents relating to the treatment of osteoporosis with IGF-1. Genentech, Inc.
owns U.S. and foreign patents directed to using IGF-I to increase the growth rate of certain patients with non-growth hormone-deficient short
stature and patients having partial growth hormone insensitivity syndrome. We do not expect that we will infringe these patents. We can give no
assurances, however, that such patents can be avoided, invalidated or licensed. Thus, the patents could potentially have an adverse effect on our
ability to make, use or sell thIGF-I/rhIGFBP-3 for certain indications.

We may have to undertake costly litigation to enforce any patents issued or licensed to us or to determine the scope and validity of another
party s proprietary rights. We can give no assurances that a court of competent jurisdiction would validate our issued or licensed patents. An
adverse outcome in litigation or an interference or other proceeding in a court or patent office could subject us to significant liabilities to other
parties, require us to license disputed rights from other parties or require us to cease using such technology, any of which could materially
adversely affect our business, financial condition and results of operations.

Confidentiality agreements with employees and others may not adequately prevent disclosure of trade secrets and other proprietary
information. Disclosure of this information may materially adversely affect our business, financial condition and results of operations.

In order to protect our proprietary technology and processes, we rely in part on confidentiality agreements with our corporate partners,
employees, consultants, outside scientific collaborators and sponsored researchers and other advisors. These agreements may not effectively
prevent disclosure of confidential information and may not provide an adequate remedy in the event of unauthorized disclosure of confidential
information. In addition, others may independently discover trade secrets and proprietary information. Costly and time-consuming litigation
could be necessary to enforce and determine the scope of our proprietary rights, and failure to obtain or maintain trade secret protection could
adversely affect our competitive business position.

Third-party claims that our products infringe on their proprietary rights may materially adversely affect our business, financial
condition and results of operations.

We have entered into license agreements, and may enter into future license agreements, with various licensees to develop and market our
products, and we can give no assurances that third parties will not claim that we and/or our licensees, by practicing our technology, are
infringing on their proprietary rights. If other companies successfully bring legal actions against us or our licensees claiming patent or other
intellectual property infringements, in addition to any potential liability for damages, a court could require us and/or our licensees to obtain a
license in order to continue to use the affected processes or to manufacture or use the affected products, or alternatively, require us and/or our
licensees to cease using such products or processes. Such a result may have an adverse effect on our business, financial condition and results of
operations. Any such claim, with or without merit, could result in costly litigation or might require us and/or our licensees to enter into royalty or
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licensing agreements, all of which could delay or otherwise adversely impact the development of our potential products for commercial use. If a
court requires us to obtain licenses, there can be no assurance that we and/or our licensees will be able to obtain them on commercially favorable
terms, if at all. Without such licenses, we and/or our licensees may be unable to develop certain products. Our breach of an existing license or
our failure to obtain, or our delay in obtaining, a license to any technology that we require to commercialize our products may materially
adversely impact our business, financial condition and results of operations.
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In this regard, we note that on December 20, 2004, Tercica, Inc. and Genentech Inc. filed a complaint against Avecia Limited and Insmed, Inc.
in the United Kingdom at the High Court of Justice, Chancery Division, Patents Court alleging infringement of EP patent No. 571,417 (the 417
patent). The litigation regarding the 417 patent is ongoing and Insmed cannot predict with certainty the outcome of this proceeding. We note,
however, that an adverse ruling could impact our ability to make, use or sell our products and would have a material adverse effect on our
business, financial condition and results of operations.

On February 11, 2005, Avecia and Insmed filed a Defense and Counterclaim to Tercica Inc. s suit. In its Defense, Avecia and Insmed asserted,
among other things, that the 417 patent is invalid and that the Claimant failed to properly register its license. In its Counterclaim, Avecia and
Insmed also asked the court to revoke the 417 patent.

The litigation regarding the 417 patent is ongoing and Insmed cannot predict with certainty the outcome of this proceeding. We note, however,
that an adverse ruling could impact our ability to make, use or sell our products and would have a material adverse effect on our business,
financial condition and results of operations.

In addition, Tercica, Inc. filed, on December 23, 2004, a complaint against Insmed in the United States District Court for the Northern District of
California alleging infringement of U.S. patent Nos. 5,187,151 and 6,331,414. These patents are directed to certain methods of using
IGF-I/IGFBP-3 and methods of producing human IGF-I, respectively.

On February 16, 2005, Tercica, Inc. and Genentech, Inc. filed an Amended Complaint, adding allegations of infringement EP patent No.
571,417 (the 417 patent) of U.S. patent No. 5,258,287 (the 287 patent). The claims of the 287 patent are directed to DNA encoding BP53 (i.e.
IGFBP-3) and recombinant constructs, transformed host cells and methods for using same.

On February 18, 2005, Insmed filed a motion to dismiss the Amended Complaint. In the motion, Insmed asserted that all alleged activities fall
within the statutory safe-harbor provided by 35 U.S.C. §271(e)(1), commonly called the clinical trial exemption. This exemption prevents patent
infringement actions from being filed against activities reasonably related to obtaining FDA approval of a product, such as when the product is
still being tested in clinical trials. Insmed further asserted, among other things, that Plaintiffs have failed to state a claim for the requested relief,
have not sued the proper party, have failed to name all the proper plaintiffs and have failed to establish the existence of a sufficiently real and
substantial controversy between the parties. Insmed requested immediate dismissal or Summary Judgment against the Plaintiff s allegation on
these grounds.

On May 6, 2005, Plaintiffs filed a conditional motion to amend their second amended complaint to add Central Sydney Health Service as an
involuntary Plaintiff, if the Court should grant the Defendants motion to dismiss.

On June 29, 2005, the United States District Court for the Northern District of California issued an Order denying Insmed s motion to dismiss the
Amended Complaint and denying as moot the Plaintiffs conditional motion to amend. We note that this adverse ruling could impact our ability
to make, use or sell our products and may have a material adverse effect on our business, financial condition and results of operations.

Insmed cannot predict with certainty the outcome of these proceedings. We note, however, that any adverse rulings could impact our ability to
make, use or sell our products.
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An inability to compete successfully will materially adversely affect our business, financial condition and results of operations.

We engage in a business characterized by extensive research efforts, rapid developments and intense competition. We cannot assure that our
products will compete successfully or that research and development by others will not render our products obsolete or uneconomical. Our
failure to compete effectively would materially adversely affect our business, financial condition and results of operations. We expect that
successful competition will depend, among other things, on product efficacy, safety, reliability, availability, timing and scope of regulatory
approval and price. Specifically, we expect crucial factors will include the relative speed with which we can develop products, complete the
clinical testing and regulatory approval processes and supply commercial quantities of the product to the market. We expect competition to
increase as technological advances are made and commercial applications broaden. In each of our potential product areas, we face substantial
competition from large pharmaceutical, biotechnology and other companies, as well as universities and research institutions. Relative to us, most
of these entities have substantially greater capital resources, research and development staffs, facilities and experience in conducting clinical
trials and obtaining regulatory approvals, as well as in manufacturing and marketing pharmaceutical products. Many of our competitors may
achieve product commercialization or patent
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protection earlier than we will. Furthermore, we believe that our competitors have used, and may continue to use, litigation to gain a competitive
advantage. Finally, our competitors may use different technologies or approaches to the development of products similar to the products we are
seeking to develop.

Since all of our products are under development, we cannot predict the relative competitive position of our products if they are approved for use.
However, we expect that the following factors, among others, will determine our ability to compete effectively:

safety and efficacy;

product price;

ease of administration; and

marketing and sales capability.

Currently, no drug in the United States or Europe is approved and marketed as replacement therapy for the treatment of GHIS. We are aware of
only one other company, Tercica, Inc., that is pursuing development of a product for this indication or a similar indication. On February 28,
2005 Tercica announced that it had submitted an NDA for the use of rthIGF-I in the long term treatment of growth failure in children with a
severe form of primary IGF-I deficiency. We believe this indication would include patients with GHIS. We believe Tercica may also be
planning to develop rhIGF-I for some of the same indications that we plan to pursue with rhIGF-I/rhIGFBP-3.

Growth hormone may also be a competitive product for the treatment of some indications that we may pursue with thIGF-I/rhIGFBP-3. The
major suppliers of commercially available growth hormone are Genentech, Eli Lilly, Novo Nordisk, Pfizer and Serono. We believe that Novo
Nordisk may be conducting clinical trials for the use of its growth hormone in pediatric IGF-I deficiency. We are also aware that Serono is
conducting a Phase III trial with growth hormone for the treatment of HIV associated adipose redistribution syndrome.

In addition, we believe that Genentech, Merck, Novo Nordisk and Pfizer have previously conducted research and development of
orally-available small molecules that cause the release of growth hormone, known as growth hormone secretagogues. We are not aware of any
continued clinical development of these molecules by these companies. We believe that Rejuvenon Corporation may have licensed certain rights
to Novo Nordisk s growth hormone secretagogues, which are in pre-clinical development. We are also aware that Theratechnologies is
developing various peptides that stimulate the release of hormones that could be used in the treatment of some of the same indications we plan to
pursue with rhIGF-I/rhIGFBP-3.

Many companies are seeking to develop products and therapies for the treatment of diabetes. Our competitors include multinational
pharmaceutical companies, specialized biotechnology firms, and universities and other research institutions. Our largest competitors include
Amylin Pharmaceuticals, Bristol-Myers Squibb Company, Eli Lilly, GlaxoSmithKline, Merck, Novartis, Novo Nordisk and Takeda Chemical
Industries. Various products are currently available to treat type 2 diabetes, such as insulin and oral hypoglycemic drugs.
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In addition, several companies are developing various new approaches to improve the treatments of type 1 and type 2 diabetes. Specifically,
Amylin Pharmaceuticals has conducted and is continuing to conduct clinical trials for two products, Symlin and Exenatide, for the treatment of
type 2 diabetes. Tercica has indicated that it plans to pursue the development of rhIGF-I in the treatment of severe forms of diabetes.

Many companies are pursuing the development of products for the treatment of cancer. Our competitors include multinational pharmaceutical
companies, specialized biotechnology firms, and universities and other research institutions. Although we are unaware of any companies
developing rhIGFBP-3 for cancer we are aware of companies who are developing products that are intended to target the same pathway as
rhIGFBP-3.

Biotechnology and related pharmaceutical technology have undergone and should continue to experience 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 their development. Rapid technological change
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could make our products obsolete, which could materially adversely affect our business, financial condition and results of operations.

Our inability to compete in our industry could materially adversely affect our business, financial condition and results of operations.

Our research, development and manufacturing activities involve the use of hazardous materials, which could expose us to damages that
could materially adversely affect our business, financial condition and results of operations.

Our research, development and manufacturing activities involve the controlled use of hazardous materials, including hazardous chemicals and
radioactive materials. We believe that our procedures for handling hazardous materials comply with federal and state regulations; however, there
can be no assurance that accidental injury or contamination from these materials will not occur. In the event of an accident, we could be held
liable for any damages, which could exceed our available financial resources, including our insurance coverage. This liability could materially
adversely affect our business, financial condition and results of operations.

We are subject to federal, state and local laws and regulations governing the use, manufacture, storage, handling and disposal of hazardous
materials and waste products. These laws and regulations may require us to incur significant costs to comply with environmental laws and
regulations in the future that could materially adversely affect our business, financial condition and results of operations.

We may be subject to product liability claims if our products harm people, and we have only limited product liability insurance.

The manufacture and sale of human therapeutic products involve an inherent risk of product liability claims and associated adverse publicity.
We currently have only limited product liability insurance for clinical trials and no commercial product liability insurance. We do not know if
we will be able to maintain existing or obtain additional product liability insurance on acceptable terms or with adequate coverage against
potential liabilities. This type of insurance is expensive and may not be available on acceptable terms. If we are unable to obtain or maintain
sufficient insurance coverage on reasonable terms or to otherwise protect against potential product liability claims, we may be unable to
commercialize our products. A successful product liability claim brought against us in excess of our insurance coverage, if any, may require us
to pay substantial amounts. This could have a material adverse effect our business, financial condition and results of operations.

Conversion of the notes and exercise of the warrants issued by Insmed will significantly dilute the ownership interest of existing
stockholders.

The convertible notes issued by us on March 15, 2005 and the warrants issued by us in March 2005, November 2004 and July 2003 are
convertible into and exercisable for up to 50,008,280 shares of our common stock, representing approximately 111% of the our outstanding
common stock as of May 31, 2005. The conversion or exercise of some or all of the notes and warrants will significantly dilute the ownership
interests of existing stockholders. Any sales in the public market of the common stock issuable upon such conversion or exercise could adversely
affect prevailing market prices of our common stock.
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The market price of our stock has been and may continue to be highly volatile, and we do not anticipate paying any cash dividends on
our common stock in the foreseeable future.

Our common stock is listed on the Nasdaq National Market under the ticker symbol INSM. The market price of our stock has been and may
continue to be highly volatile, and announcements by us or by third parties may have a significant impact on our stock price. These
announcements may include:

our listing status on the Nasdaq National Market;

results of our clinical trials and pre-clinical studies, or those of our corporate partners or our competitors;

our operating results;

18
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developments in our relationships with corporate partners;

developments affecting our corporate partners;

negative regulatory action or regulatory approval with respect to our announcement or our competitors, announcement of new
products,

government regulation., reimbursement changes and governmental investigation or audits related to us or to our products,

developments related to our patents or other proprietary rights or those of our competitors;

changes in the position of securities analysts with respect to our stock; and/or

operating results below the expectations of public market analysts and investors.

In addition, the stock market has from time to time experienced extreme price and volume fluctuations, which have particularly affected the
market prices for emerging biotechnology and biopharmaceutical companies, and which have often been unrelated to their operating
performance. These broad market fluctuations may adversely affect the market price of our common stock.

In the past, when the market price of a stock has been volatile, holders of that stock have often instituted securities class action litigation against
the company that issued the stock. If any of our shareholders brought a lawsuit against us, we could incur substantial costs defending the lawsuit.
The lawsuit could also divert the time and attention of our management.

Future sales by existing shareholders may lower the price of our common stock, which could result in losses to our shareholders. Future sales of
substantial amounts of common stock in the public market, or the possibility of such sales occurring, could adversely affect prevailing market
prices for our common stock or our future ability to raise capital through an offering of equity securities. Substantially all of our common stock
is freely tradable in the public market without restriction under the Securities Act of 1933, unless these shares are held by affiliates of our
company, as that term is defined in Rule 144 under the Securities Act.

We have never paid dividends on our common stock. We currently intend to retain our future earnings, if any, to fund the development and
growth of our businesses and, therefore, we do not anticipate paying any cash dividends in the foreseeable future.

Certain provisions of Virginia law, our articles of incorporation and our amended and restated bylaws, and our Shareholder Rights
Plan make a hostile takeover by a third party difficult.

Certain provisions of Virginia law and our articles of incorporation and amended and restated bylaws could hamper a third party s acquisition of,
or discourage a third party from attempting to acquire control of us. The conditions could also limit the price that certain investors might be
willing to pay in the future for shares of our common stock. These provisions include:
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a provision allowing us to issue preferred stock with rights senior to those of the common stock without any further vote or action by
the holder of the common stock. The issuance of preferred stock could decrease the amount of earnings and assets available for

distribution to the holders of common stock or could adversely affect the rights and powers, including voting rights, of the holders of
the common stock. In certain circumstances, such issuance could have the effect of decreasing the market price of the common stock;

the existence of a staggered board of directors in which there are three classes of directors serving staggered three-year terms, thus
expanding the time required to change the composition of a majority of directors and perhaps discouraging someone from asking an
acquisition proposal for us,

the amended and restated bylaws requirement that shareholders provide advance notice when nominating our directors;

the inability of shareholders to convene a shareholders meeting without the Chairman of the Board, the president or a majority of the
board of directors first calling the meeting, and

the application of Virginia law prohibiting us from entering into a business combination with the beneficial owner of 106 or more of
our outstanding Voting stock for a period of three years after the 10% or greater owner first reached that level of stock ownership,
unless we meet certain criteria.
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In addition, in May 2001 our board of directors approved the adoption of a Shareholder Rights Plan under which shareholders received rights to
purchase new shares of preferred stock if a person or group acquires 15% or more of our common stock. These provisions are intended to
discourage acquisitions of 15% or more of our common stock without negotiations with the board. The rights trade with our common stock,
unless and until they are separated upon the occurrence of certain future events. Our board of directors may redeem the rights at a price of $0.01
per right prior to the time a person acquires 15% or more of our common stock.

FORWARD-LOOKING INFORMATION

The matters discussed throughout this prospectus that are not historical facts are forward-looking and, accordingly, involve estimates,

projections, goals, forecasts, assumptions and uncertainties that could cause actual results or outcomes to differ materially from those expressed

in the forward-looking statements. This prospectus contains forward-looking statements within the meaning of Section 27A of the Securities Act
and Section 21E of the Securities Exchange Act of 1934 (the Exchange Act ). Our actual results may differ materially from those projected in the
forward-looking statements as a result of the risk factors set forth above. In particular, please review the section entitled Management s
Discussion and Analysis of Financial Condition and Results of Operations in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2004, as amended, which report is incorporated herein by reference as is such section of any subsequently filed Exchange Act
reports.

These forward-looking statements may include, but are not limited to, future capital expenditures, acquisitions (including the amount and nature

of acquisitions), future revenues, earnings, margins, costs, demand for new pharmaceutical products, market trends in the pharmaceutical

business, inflation and various economic and business trends. In some cases, you can identify forward-looking statements by terms such as may,
will, should, could, would, expects, plans, anticipates, believes, estimates, forecasts, projects, predicts, potential,

intended to identify forward-looking statements. Forward-looking statements include all statements regarding commencement of clinical trials,

expected financial position, results of operations, cash flows, dividends, financing plans, business strategies, operating efficiencies or synergies,

budgets, capital and other expenditures, competitive positions, growth opportunities for our proposed products, plans and objectives of

management, proposed relationships with third-party research organizations, manufacturers and suppliers and markets for our stock.

We caution you not to place undue reliance on these forward-looking statements, which speak only as of the date they were made. We do not
undertake any obligation to publicly release any revisions to these forward-looking statements to reflect events or circumstances after the date of
this prospectus or to reflect the occurrence of unanticipated events. These statements reflect our current views with respect to future events and

are based on assumptions and subject to risks and uncertainties. Given these uncertainties, you should not place undue reliance on these
forward-looking statements. We discuss many of these risks in this prospectus in greater detail under the heading Risk Factors. In connection
with forward-looking statements which appear in these disclosures, prospective purchasers of the shares offered hereby should carefully consider
the factors set forth in this prospectus under Risk Factors as well as those concerns discussed in the section entitled Management s Discussion
and Analysis of Financial Condition and Results of Operations and elsewhere throughout this prospectus. Also these forward-looking statements
represent our estimates and assumptions only as of the date of this prospectus.

USE OF PROCEEDS

We will not receive any proceeds from the sale of the shares of our common stock by the selling stockholders. All proceeds from the sale of the
shares of common stock by the selling stockholders will be received directly by the selling stockholders. See Selling Stockholders. If the selling
stockholders exercise the warrants to purchase our common stock for cash instead of on a net exercise basis, then we will receive the exercise
price from the exercise of the warrants. The proceeds, if any, will be added to our working capital and be available to fund the ongoing activities
relating to SomatoKine®, rhIGFBP-3 and INSM-18 and for general corporate purposes.
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SELLING STOCKHOLDERS

The table below lists the selling stockholders and other information regarding their ownership of our common stock as of May 31, 2005. The
number of shares owned by the selling stockholders is determined by rules promulgated by the Securities and Exchange Commission for
beneficial ownership and is not necessarily indicative of ownership for any other purposes. Notwithstanding the preceding sentence, and
although the terms of the convertible notes and the 2005 warrants include limitations on the conversion and exercise of the convertible notes and
warrants which limit certain selling stockholders ownership of common stock to 9.9% of our outstanding shares of common stock, all shares of
common stock issuable upon conversion of the convertible notes and exercise of the 2005 warrants and 2004 warrants held by the selling
stockholders are included in the numbers set forth in the table below.

The second and third columns of the table list the number and percent of shares of common stock beneficially held by each selling stockholder
as of March 15, 2005, taking into account its ownership of shares of common stock assuming the conversion or exercise of the convertible notes
and 2005 warrants and 2004 warrants, as applicable, but without giving effect to any limitations on conversion or exercise thereof. The fourth
column shows the number of shares of common stock being offered by this prospectus by the selling stockholders. The fifth and sixth columns
show the number and percent of shares of common stock to be beneficially held by each selling stockholder after the offering of shares under
this prospectus (assuming the sale of all of the shares offered by the selling stockholders pursuant to this prospectus).

Pursuant to registration rights agreements, we have registered on behalf of the selling stockholders the 51,770,481 shares covered by the
registration statement of which this prospectus forms a part. We have registered the shares to permit the selling stockholders and their pledgees,
donees, transferees or other successors-in-interest that receive their shares from the selling stockholders as a gift, partnership distribution or
other non-sale related transfer after the date of this prospectus to resell the shares. The registered shares consist of;

3,306,247 shares of common stock held by the selling stockholders;

27,027,013 shares of common stock issuable upon conversion of the convertible notes, plus 1,486,467 shares potentially issuable to
the investors in respect of interest accruing on the notes from time to time;

14,864,883 shares of common stock issuable upon exercise of the 2005 warrants, plus 1,858,096 shares potentially issuable to the
investors as a result of anti-dilution adjustments to the 2005 warrants; and

3,227,775 shares of common stock issuable upon the exercise of the 2004 warrants.

Except as otherwise disclosed below, none of the selling stockholders has, or within the past three years has had, any positions, office or other
material relationship with us. Each of the selling security holders has represented to us that it is not acting as an underwriter in this offering, that
it purchased its shares and warrants in the ordinary course of business, and at the time of such purchase, it had no agreements or understandings,
directly or indirectly, with any person to distribute the securities.

The selling stockholders are not making any representations that the shares covered by this prospectus will be offered for sale. The selling
stockholders may from time to time offer and sell pursuant to this prospectus any or all of the shares of common stock being registered. Because
the selling stockholders may offer all or some portion of the shares of common stock listed in the table and may sell all, part or none of the
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pursuant to this prospectus or otherwise, no estimate can be given as to the number of shares of common stock that will be held by the selling
stockholders upon termination of the offering. See Plan of Distribution below.

Number of Shares Owned Number of Shares Offered Number of Shares
Before Offering(#) Pursuant to the Prospectus(+) Owned After Offering

Investor Number Percent Number Number Percent
Alexandra Global Master Fund Ltd.(1) 9,336,834 17.3% 8,976,834 360,000 .
Baker Bros. Investments, L.P.(2) 294,271 * 292,046 2,225 *
Baker/Tisch Investments, L.P.(3) 303,065 & 281,274 21,791 &
Baker Biotech Fund I, L.P.(4) 2,906,916 6.1% 2,886,950 19,966 *
Baker Biotech Fund II, L.P.(5) 2,643,977 5.5% 2,643,977 o
Baker Biotech Fund III, L.P.(6) 2,274,131 4.8% 2,274,131 *
Caduceus Capital Master Fund Limited(7) 2,154,440 4.6% 2,154,440 i
Caduceus Capital II, L.P.(8) 1,077,220 2.3% 1,077,220 *
UBS Eucalyptus Fund, L.L.C.(9) 1,831,274 3.9% 1,831,274 o
HFR SHC Aggressive Master Trust(10) 323,166 * 323,166 *
Tang Capital Partners, L.P.(11) 2,316,602 4.9% 2,316,602 o
Steelhead Investments Ltd.(12) 1,986,201 4.2% 1,986,201 *
Morgan Stanley & Co. Inc.(13) 2,393,822 5.0% 2,393,822 o
SF Capital Partners Ltd.(14) 1,795,367 3.8% 1,795,367 *
Sagamore Hill Hub Fund Ltd.(15) 2,992,278 6.2% 2,992,278 o
Capital Ventures International(16) 2,263,367 4.8% 2,096,701 166,666 *
Walker Smith Capital, L.P.(17) 123,297 3 123,297 o
Walker Smith International Fund, Ltd.(18) 892,433 2.0% 892,433 *
Walker Smith Capital (QP), L.P.(19) 583,526 1.3% 583,526 o
SRB Greenway Offshore Operating Fund,
L.P.(20) 53,861 * 53,861 *
SRB Greenway Capital, L.P.(21) 81,749 £ 81,749 o
SRB Greenway Capital (QP), L.P.(22) 582,537 1.3% 582,537 *
WS Opportunity Fund International, Ltd.(23) 146,741 £ 146,741 o
WS Opportunity Fund, L.P.(24) 102,216 * 102,216 *
WS Opportunity Fund (QP), L.P.(25) 110,116 i 110,116 *
Xmark Opportunity Fund, Ltd.(26) 1,511,315 3.2% 1,511,315 *
Xmark Opportunity Fund, L.P.(27) 1,030,871 2.2% 1,030,871 o
Koyah Leverage Partners, L.P.(28) 354,492 * 119,692 234,800 *
Koyah Microcap Partners Master Fund, L.P.(29) 321,237 £ 179,537 141,700 e
Portside Growth and Opportunity Fund(30) 1,719,788 3.7% 1,348,456 371,322 *
Smithfield Fiduciary LLC(31) 810,727 1.8% 448,842 &)
Omicron Master Trust(32) 789,582 1.7% 634,027 155,555 *
Iroquois Capital LP(33) 783,641 1.7% 783,641 &
RHP Master Fund, Ltd.(34) 572,627 1.3% 572,627 *
Cimarron Overseas Equity Master Fund, L.P.(35) 239,383 £ 239,383 o
Frank Kung(36) 97,133 * 96,833 250 *
Compound & Co., nominee for Jennison Health
Sciences Fund, a series of the Jennison Sector
Funds, Inc.(37) 2,100,000 4.6% 2,100,000 4.6%
Total 49,900,203 52.1% 48,425,918 1,474,285 3.2%

# Although the terms of the notes and warrants include limitations on the conversion and exercise of the notes and warrants which limit each
selling stockholder s ownership of common stock to 9.9% of our outstanding shares of common stock, all shares of common stock issuable
upon conversion of the notes and exercise of the warrants held by the selling stockholders are included in the numbers set forth in the
table.
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+ We have also registered an additional 1,486,467 shares, in the aggregate, potentially issuable to the selling stockholders in respect of
interest accruing on the convertible notes from time to time, and 1,858,096 shares, in the aggregate, potentially issuable to the selling
stockholders as a result of anti-dilution adjustments to the warrants. Those additional shares may also be offered pursuant to this
prospectus to the extent that they are issued to the selling stockholders in accordance with the terms of the convertible notes and the related
warrants.

* Indicates less than 1%

(1) Includes 8,976,834 shares of common stock issuable upon conversion and exercise of convertible notes and warrants. Alexandra
Investment Management, LLC, a Delaware limited liability

22

Table of Contents 47



Edgar Filing: INSMED INC - Form POS AM

T

@)

3

4

&)

Q)

@)

®)

©))

(10)

an

(12)

(13)

(14)

15)

f Conten

company (Alexandra), serves as investment adviser to Alexandra Global Master Fund Ltd., a British Virgin Islands company (Master
Fund). By reason of such relationship, Alexandra may be deemed to share dispositive power over the shares of common stock stated as
beneficially owned by Master Fund. Alexandra disclaims beneficial ownership of such shares of common stock. Messrs. Mikhail A.
Filimonov (Filimonov) and Dimitri Sogoloff (Sogoloff) are managing members of Alexandra. By reason of such relationships, Filimonov
and Sogoloff may be deemed to share dispositive power over the shares of common stock stated as beneficially owned by Master Fund.
Filimonov and Sogoloff disclaim beneficial ownership of such shares of common stock.

Includes 292,046 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 281,274 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 2,886,950 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 2,643,977 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 2,274,131 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 2,154,440 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 1,077,220 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 1,831,274 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 323,166 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 3,590,734 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 1,986,201 shares of common stock issuable upon conversion and exercise of convertible notes and warrants. Steelhead
Investments Ltd. is under common control with HBK Global Securities L.P., a registered broker-dealer. HBK Global Securities L.P. is not
currently expected to participate in any sale of shares of common stock offered pursuant to this prospectus.

Includes 2,393,822 shares of common stock issuable upon conversion and exercise of convertible notes and warrants. Morgan Stanley &
Co. Inc. is a broker-dealer and will be participating in the sale of shares of common stock offered pursuant to this prospectus.

Includes 1,795,367 shares of common stock issuable upon conversion and exercise of convertible notes and warrants. SF Capital Partners
Ltd. is affiliated with two NASD broker-dealers, Reliant Trading and Shepherd Trading Limited, neither of whom are currently expected
to participate in the sale of shares of common stock offered pursuant to this prospectus.

Includes 2,992,278 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.
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Includes 1,736,771 shares of common stock issuable upon conversion and exercise of convertible notes and warrants. Capital Ventures
International is affiliated with one or more NASD broker-dealers, none of whom are currently expected to participate in the sale of shares
of common stock offered pursuant to this prospectus. Capital Ventures International acquired Insmed securities in the ordinary course of
its business and had no prior arrangement with any other party to distribute said securities.

Includes 86,297 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 593,733 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 408,486 shares of common stock issuable upon conversion and exercise of convertible warrants.

Includes 53,861 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 81,749 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 582,537 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 146,741 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 102,216 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 110,116 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 1,511,315 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 1,030,871 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 119,692 shares of common stock issuable upon conversion and exercise of convertible notes and warrants. Some limited partners
of Koyah Microcap Partners Master Fund, L.P. may have broker-dealer affiliations, however, no broker-dealers are currently expected to
participate in the sale of shares of common stock offered pursuant to this prospectus.

Includes 179,537 shares of common stock issuable upon conversion and exercise of convertible notes and warrants. Some limited partners
of Koyah Leverage Partners, L.P. may have broker-dealer affiliations, however, no broker-dealers are currently expected to participate in
the sale of shares of common stock offered pursuant to this prospectus.

Includes 1,098,455 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.
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Ramius Capital Group, LLC (Ramius Capital) is the investment adviser of Portside Growth and Opportunity Fund (Portside) and
consequently has voting control and investment discretion over securities held by Portside. Ramius Capital disclaims beneficial ownership
of the shares held by Portside, Peter A. Cohen, Morgan B. Stark, Thomas W. Strauss and Jeffrey M. Solomon are the sole managing
members of C4S & Co., LLC, the sole managing member of Ramius Capital. As a result, Messrs Cohen, Stark, Strauss and Solomon may
be considered beneficial owners of any shares deemed to be beneficially owned by Ramius Capital. Messrs. Cohen, Stark, Strauss and
Solomon disclaim beneficial ownership of these shares. The investment advisor to Portside Growth and Opportunity Fund is Ramius
Capital Group, LLC. Ramius Securities LLC, a NASD member, is an affiliate of Ramius Capital Group, LLC. However, Ramius
Securities, LLC will not sell any shares purchased in this offering by Portside Growth and Opportunity Fund and will receive no
compensation whatsoever in connection with sales of shares purchased in this transaction.

Includes 634,027 shares of common stock issuable upon conversion and exercise of convertible notes and warrants. Highbridge Capital
Management, LLC is the trading manager of Smithfield Fiduciary LLC and consequently has voting control and investment discretion
over securities held by Smithfield. Glenn Dubin and Henry Swieca control Highbridge. Each of Highbridge, Glenn Dubin and Henry
Swieca disclaims beneficial ownership of the securities held by Smithfield. Smithfield Fiduciary LLC is a wholly owned indirect
subsidiary of Highbridge Capital Company, a broker-dealer and NASD member, however, Highbridge Capital Company is not expected to
participate in the sale of shares of common stock offered pursuant to this prospectus.

Includes 634,027 shares of common stock issuable upon conversion and exercise of convertible notes and warrants. Omicron Capital, L.P.,
a Delaware limited partnership (Omicron Capital), serves as investment manager to Omicron Master Trust, a trust formed under the laws

of Bermuda (Omicron), Omicron Capital, Inc., a Delaware corporation (OCI), serves as general partner of Omicron Capital, and
Winchester Global Trust Company Limited (Winchester) serves as the trustee of Omicron. By reason of such relationships, Omicron
Capital and OCI may be deemed to share dispositive power over the shares of our common stock owned by Omicron, and Winchester may
be deemed to share voting and dispositive power over the shares of our common stock owned by Omicron. Omicron Capital, OCI and
Winchester disclaim beneficial ownership of such shares of our common stock. No other person has sole or shared voting or dispositive
power with respect to the shares of our common stock being offered by Omicron, as those terms are used for the purposes of Regulation
13D-G under the Securities Exchange Act of 1934, as amended. Omicron and Winchester are not affiliates of one another, as that term is
used for purposes of the Securities Exchange Act of 1934, as amended, or of any other person named in this prospectus as a selling
stockholder. No person or group (as that term is used in Section 13(d) of the Securities Exchange Act of 1934, as amended, or the SEC s
Regulation 13D-G) controls Omicron and Winchester.

Includes 783,641 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

Includes 380,416 shares of common stock issuable upon conversion and exercise of convertible notes and warrants. RHP Master Fund,
Ltd. is a party to an investment management agreement with Rock Hill Investment Management, L.P., a limited partnership of which the
general partner is RHP General Partner, LLC. Pursuant to such agreement, Rock Hill Investment Management directs the voting and
disposition of shares owned by RHP Master Fund. Messrs. Wayne Bloch and Peter Lockhart own all of the interests in RHP General
Partner. The aforementioned entities and individuals disclaim beneficial ownership of Insmed s common stock owned by the RHP Master
Fund.

Includes 239,383 shares of common stock issuable upon conversion and exercise of convertible notes and warrants issued on March 15,
2005.
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(36) Includes 96,833 shares of common stock issuable upon conversion and exercise of convertible notes and warrants.

(37) Includes 700,000 shares of Common Stock issuable upon exercise of warrants. Jennison Associates LLC serves as investment advisor with
power to direct investments and power to vote the shares owned by this entity, and may be deemed to be the indirect beneficial owner of
the shares held by this entity. Jennison Associates LLC expressly disclaims beneficial ownership of such shares.
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PLAN OF DISTRIBUTION

The shares of common stock offered hereby may be sold from time to time by the selling stockholders for their own accounts. We will receive
none of the proceeds from this offering. We will bear substantially all costs and expenses incident to the offering and sale of the shares to the
public, including legal fees and disbursements of counsel, blue sky expenses, accounting fees and filing fees, but excluding any brokerage
commissions, discounts or similar charges.

Resale of the shares by the selling stockholders are not subject to any underwriting agreement. The shares of common stock covered by this
prospectus may be sold by the selling stockholders or by their permitted pledgees, donees, transferees, beneficiaries, distributees or
successors-in-interest selling shares received after the date of this prospectus from a selling stockholder as a gift, pledge, partnership distribution
or other non-sale related transfer. In addition, certain of the selling stockholders are corporations or partnerships which may, in the future,
distribute their shares to their stockholders or partners, respectively. Those shares may later be sold by those stockholders or partners. The
selling stockholders will act independently of us in making decisions with respect to the timing, manner and size of each sale. The shares offered
by each selling stockholder may be sold from time to time:

at market prices prevailing at the time of sale,

at prices relating to such prevailing market prices, or

at negotiated prices.

Such sales may be effected in the over-the-counter market, on the Nasdaq National Market, or on any exchange on which the shares may then be
listed. We will supply the selling stockholders with reasonable quantities of this prospectus. The shares may be sold by one or more of the
following:

One or more block trades in which a broker or dealer so engaged will attempt to sell all or a portion of the shares held by the selling
stockholders as agent but may position and resell a portion of the block as principal to facilitate the transaction,
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purchases by a broker or dealer as principal and resale by such broker or dealer for its account pursuant to this prospectus,

ordinary brokerage transactions and transactions in which the broker solicits purchasers, or

in negotiated transactions; and through other means.

To the extent permitted by law, the selling stockholders may enter into hedging transactions when selling the shares. For example, the selling
stockholders may:

sell shares short and redeliver such shares to close out their short positions; enter into transactions involving short sales by the brokers
or dealers,

enter into option or other types of transactions that require the selling stockholders to deliver shares to a broker or dealer, who then
resells or transfer the shares under this prospectus, or

loan or pledge the shares to a broker or dealer, who may sell the loaned shares or, in the event of default, sell the pledged shares.

There is no assurance that any of the selling stockholders will sell any or all of the shares offered by them.

The selling stockholders may effect sales through customary brokerage channels, either through broker-dealers acting as agents or brokers, or
through broker-dealers acting as principals, who may then resell the shares, or at private sales or otherwise, at market prices prevailing at the
time of sale, at prices related to such prevailing market prices or at negotiated prices. The selling stockholders may effect such transactions by
selling shares to or through broker-dealers, and such broker-dealers may receive compensation in the form of underwriting discounts,
concessions, commissions or fees from the selling stockholders and/or purchasers of the shares for whom such broker-dealers may act as agent
or to whom they sell as principal, or both (which compensation to a particular broker-dealer might be in excess of customary commissions). The
selling stockholders may further agree to indemnify any broker-dealer or agent against certain liabilities related to the selling of the common
stock, including liabilities arising under the Securities Act of 1933. The selling stockholders and any underwriters, broker-dealers or agents that
participate in the sale of the common stock into which the notes are convertible and for which the warrants are exercisable may be underwriters
within the meaning of Section 2(11) of the Securities Act. One Selling Stockholder, Morgan Stanley & Co. Inc., is deemed to be an underwriter
with respect to the common stock it sells pursuant to this prospectus. Any discounts, commissions, concessions or profit that any underwriter
earns on any resale of the common stock may be underwriting discounts or commissions under the Securities Act. Underwriters within the
meaning of Section 2(11) of the Securities Act will be subject to the prospectus delivery requirements of the Securities Act. To the extent
required, this prospectus may be amended or supplemented from time to time to describe a specific plan of distribution.

We have agreed with the holders of the convertible notes and 2005 warrants (the 2005 holders) to keep the registration statement of which this
prospectus forms a part effective until the earlier of (i) June 15, 2010, (ii) the date on which the 2005 holders may sell all of the shares of
common stock offered pursuant to this prospectus without restriction by the volume limitations of Rule 144(e) of the Securities Act, (iii) the date
on which the (the 2005 holders) have sold all of the shares of common stock offered pursuant to this prospectus under a registration statement
and (iv) the occurrence of a business combination involving Insmed in which the existing Insmed stockholders do not own at least 51% of the
shares of the entity resulting from the business combination, unless following the business combination Insmed continues to exist and its
common stock continues to be approved for quotation on the Nasdaq Small Cap Market, the Nasdaq National Market or other stock price
quotation service in the United States. Pursuant to the terms of our Purchase Agreements with the 2005 holders, we may temporarily suspend the
rights of the selling stockholders to resell their shares pursuant to this prospectus under certain circumstances.
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We have agreed with the holders of shares sold in November 2004 and the 2004 warrants (the 2004 holders) to keep the registration statement of
which this prospectus forms a part effective until the earlier of (i) November 5, 2006, (ii) the date on which the 2004 holders may sell all of the
shares of common stock offered on their behalf pursuant to this prospectus without restriction by the volume limitations of Rule 144(e) of the
Securities Act, and (iii) the date on which the 2004 holders have sold all of the shares of common stock offered pursuant to this prospectus under
a registration statement. Pursuant to the terms of our Stock and Warrant Purchase Agreements with the 2004 holders, we may temporarily
suspend the rights of the 2004 holders to resell their shares pursuant to this prospectus under certain circumstances.

We will inform the selling stockholders of the need for delivery of copies of this prospectus in connection with sales under the registration
statement.

Some states require that any shares sold in that state only be sold through registered or licensed brokers or dealers. In addition, some states
require that the shares have been registered or qualified for sale in that state, or that there exists an exemption from the registration or
qualification requirements and that the exemption has been complied with.
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Any shares covered by the prospectus that qualify for resale pursuant to Rule 144 under the Securities Act of 1933, as amended, may be sold
under Rule 144 rather than pursuant to this prospectus. In addition to selling the shares of common stock, the selling stockholders may transfer
the shares by gift, distribution or other transfer not involving market makers or established trading markets.

LEGAL MATTERS

The validity of the common stock offered hereby will be passed upon for us by Woods Rogers PLC.

EXPERTS

The consolidated financial statements of Insmed Incorporated appearing in Insmed Incorporated s Annual Report (Form 10-K) for the year ended
December 31, 2004 and management s assessment of the effectiveness of internal control over financial reporting as of December 31, 2004
included therein, have been audited by Ernst & Young LLP, independent registered public accounting firm, as set forth in their reports thereon,
included therein, and incorporated herein by reference. Such consolidated financial statements and management s assessment are incorporated
herein by reference in reliance upon such reports given on the authority of such firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and special reports, proxy statements, and other information with the Securities and Exchange Commission (the SEC ).
You may read and copy any documents we file at the SEC s Public Reference Room at 450 Fifth Street, N.W., Washington, D.C. 20549. Please
call the SEC at 1-800-SEC-0330 for further information on the Public Reference Room. Our SEC filings are also available to the public on our
web site at www.insmed.com at the SEC s web site at www.sec.gov.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to incorporate by reference the information we file with them, which means that we can disclose important information to
you by referring you to those documents. The information incorporated by reference is considered to be part of this prospectus, and later
information that we file with the SEC will automatically update and supersede this information. We incorporate by reference the documents
listed below, and any future filings made with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act, until all the
shares registered by this prospectus are sold. The documents we incorporate by reference are:

1. Our Annual Report on Form 10-K for the fiscal year ended December 31, 2004, as amended on June 5, 2005; and all other reports
subsequently filed pursuant to Sections 13(a) or 15(d) of the 1934 Act.

2. Our Quarterly Report on Form 10-Q for the three months ended March 31, 2005, as amended on June 5, 2005;
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3. Our Current Reports on Form 8-K, filed with the SEC on January 3, 2005, February 22, 2005, March 11, 2005, March 16, 2005,
April 14, 2005, April 19, 2005, May 5, 2005 and June 5, 2005

4.  The description of our common stock contained in our Registration Statement on Form 8-A, as filed with the SEC on June 1, 2000,
including any amendment or report filed for the purpose of updating that description; and

5. The description of our Preferred Stock Purchase Rights contained in our Registration Statement on Form 8-A, as filed with the SEC
on May 17, 2001, as amended by our Registration Statement on Form 8-A/A, as filed with the SEC on March 17, 2005, and
including any amendment or report filed for the purpose of updating that description.

You may request a copy of these filings, at no cost, by writing or telephoning us at the following address: Mr. Kevin P. Tully, Insmed
Incorporated, 4851 Lake Brook Drive, Glen Allen, Virginia 23060; telephone number (804) 565-3000.
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PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 13.  Other Expenses of Issuance and Distribution.

The following table sets forth the various expenses to be incurred in connection with the sale and distribution of the securities being registered
hereby (except for any underwriting discounts and commissions), all of which will be borne by Insmed. All amounts shown are estimates except
the SEC registration fee.

SEC registration fee $ 4,659
Accounting fees and expenses 12,500
Legal fees and expenses 40,000
Miscellaneous 10,000
Total $52,159

Item 14. Indemnification of Directors and Officers.

The Virginia Stock Corporation Act (the VSCA ) permits, and the Registrant s Articles of Incorporation require, indemnification of the
Registrant s directors and officers in a variety of circumstances, which may include indemnification for liabilities under the Securities Act of
1933, as amended (the Securities Act ). Under Sections 13.1-697 and 13.1-702 of the VSCA, a Virginia corporation generally is authorized to
indemnify its directors and officers in civil or criminal actions if they acted in good faith and believed their conduct to be in the best interests of
the corporation and, in the case of criminal actions, had no reasonable cause to believe that the conduct was unlawful. The Registrant s Articles
of Incorporation require indemnification of directors and officers with respect to certain liabilities, expenses and other amounts imposed upon
them because of having been a director or officer, except in the case of willful misconduct or a knowing violation of criminal law.

In addition, the Registrant carries insurance on behalf of directors, officers, employees or agents that may cover liabilities under the Securities
Act. The Registrant s Articles of Incorporation also provide that, to the full extent the VSCA (as it presently exists or may hereafter be amended)
permits the limitation or elimination of the liability of directors and officers, no director or officer of the Registrant shall be liable to the
Registrant or its stockholders for monetary damages with respect to any transaction, occurrence or course of conduct. Section 13.1-692.1 of the
VSCA presently permits the elimination of liability of directors and officers in any proceeding brought by or in the right of a company or

brought by or on behalf of stockholders of a company, except for liability resulting from such person s having engaged in willful misconduct or a
knowing violation of the criminal law or any federal or state securities law, including, without limitation, any unlawful insider trading or
manipulation of the market for any security. Sections 13.1-692.1 and 13.1-696 to -704 of the VSCA are hereby incorporated by reference herein.
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Item 16. Exhibits.

Exhibit

Number

3.1

32

33

34

4.1

4.2

4.3

44

Description

Articles of Incorporation of Insmed Incorporated, as amended (previously filed as Annex H to the Joint Proxy
Statement/Prospectus contained in Part I of Insmed Incorporated s Registration Statement on Form S-4 (Registration No.
333-30098)).

Amended and Restated Bylaws of Insmed Incorporated (previously filed as Annex I to the Joint Proxy Statement/Prospectus
contained in Part I of Insmed Incorporated s Registration Statement on Form S-4 (Registration No. 333-30098)).

Form of Articles of Amendment to Insmed Incorporated s Articles of Incorporation, as amended, creating a new series of
Preferred Stock designated as Series A Junior Participating Preferred Stock (previously filed as Exhibit A to the Rights
Agreement, dated as of May 16, 2001, between Insmed Incorporated and First Union National Bank, as Rights Agent, filed as
Exhibit 4.4 to Insmed Incorporated s Registration Statement on Form 8-A filed with the Securities and Exchange Commission
on May, 17, 2001).

Articles of Amendment for Reverse Split (previously filed as Exhibit 3.4 to Insmed Incorporated s Annual Report on Form
10-K for the year ended December 31, 2002).

Description of Capital Stock (contained in the Registrant s Articles of Incorporation previously filed as Annex H to the Joint
Proxy Statement/Prospectus contained in Part I of the Registrant s Registration Statement on Form S-4 (Registration No.
333-30098) on February 11, 2000).

Specimen stock certificate representing common stock, $.01 par value per share, of the Registrant (previously filed as Exhibit
4.2 to the Registrant s Registration Statement on Form S-4 (Registration No. 333-30098) on February 11, 2000).

Article VI of the Articles of Incorporation of the Registrant (previously filed as Exhibit 4.1 to the Registrant s Registration
Statement on Form S-4 (Registration No. 333-30098) on February 11, 2000).

Rights Agreement, dated as of May 16, 2001, between the Registrant and First Union National Bank, as Rights Agent (which
includes as (i) Exhibit A the form of Articles of Amendment to the Registrant s Articles of Incorporation, as amended, (ii)
Exhibit B the form of Rights Certificate, and
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(iii) Exhibit C the Summary of the Rights to Purchase Preferred Stock) (previously filed as Exhibit 4.4 to the Registrant s
Registration Statement on Form 8-A filed with the Securities and Exchange Commission on May 17, 2001).

Form of Rights Certificate (previously filed as Exhibit B to the Rights Agreement, dated as of May 16, 2001, between the
Registrant and First Union National Bank, as Rights Agent, filed as Exhibit 4.4 to the Registrant s Registration Statement on Form
8-A filed with the Securities and Exchange Commission on May 17, 2001).

Form of Purchase Agreement, dated March 15, 2005, between the Registrant and each of the investors in the March 2005 private
placement of notes and warrants to purchase common stock.*

Form of 5.5% Note Due 2008-2010, dated March 15, 2005, between the Registrant and each of the investors in the March 2005
private placement of notes and warrants to purchase common stock.*

Form of Warrant, dated March 15, 2005, between the Registrant and each of the investors in the March 2005 private placement of
notes and warrants to purchase common stock.*

Form of Registration Rights Agreement, dated March 15, 2005, between the Registrant and each of the investors in the March 2005
private placement of notes and warrants to purchase common stock.*

Amendment No. 1 to Rights Agreement, dated as of March 15, 2005, by and between the Registrant and Wachovia Bank, N.A.
(f/k/a First Union National Bank) as Rights Agent*

Opinion of Woods Rogers PLC.**

Insmed Incorporated 2000 Employee Stock Purchase Plan (previously filed as Exhibit 10.2 to Insmed Incorporated s Registration
Statement on Form S-4 (Registration No. 333-30098)).

Insmed Incorporated Amended and Restated 2000 Stock Incentive Plan (previously filed as Exhibit A to Insmed Incorporated s
Definitive Proxy Statement filed on May 11, 2005).

Amended and Restated License Agreement between Insmed Pharmaceuticals, Inc. and the University of Virginia Patent
Foundation (previously filed as Exhibit 10.3 to Insmed Incorporated s Registration Statement on Form S-4 (Registration No.
333-30098)).

Subscription, Joint Development and Operating Agreement by and among Celtrix Pharmaceuticals, Inc., Elan Corporation, plc,
Elan International Services, Ltd., and Celtrix Newco Ltd. dated as of April 21, 1999 (previously filed as Exhibit 10.8 to Insmed
Incorporated s Registration Statement on Form S-4 (Registration No. 333-30098)).

License Agreement by and between Celtrix Newco Ltd. and Celtrix Pharmaceuticals, Inc. dated as of April 21, 1999 (previously
filed as Exhibit 10.9 to Insmed Incorporated s Registration Statement on Form S-4 (Registration No. 333-30098)).

License Agreement by and between Celtrix Newco Ltd. and Elan Pharmaceutical Technologies, a division of Elan Corporation,
plc, dated as of April 21, 1999 (previously filed as Exhibit 10.10 to Insmed Incorporated s Registration Statement on Form S-4
(Registration No. 333-30098)).

License Agreement, dated as of April 1, 1993, between Genentech, Inc. and Celtrix Pharmaceuticals, Inc. (previously filed as
Exhibit 10.11 to Insmed Incorporated s Registration Statement on Form S-4 (Registration No. 333-30098)).
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Purchase Agreement among Insmed, Inc., Insmed Pharmaceuticals, Inc. and certain investors named therein dated January 13, 2000
(previously filed as Exhibit 10.12 to Insmed Incorporated s Registration Statement on Form S-4 (Registration No. 333-30098)).

Form of Warrant of Insmed to be issued pursuant to Purchase Agreement among Insmed Incorporated, Insmed Pharmaceuticals,
Inc. and certain investors dated January 13, 2000 (previously filed as Exhibit 10.13 to Insmed Incorporated s Registration Statement
on Form S-4 (Registration No. 333-30098)).

Form of Registration Rights Agreement among Insmed Incorporated, Insmed Pharmaceuticals, Inc. and certain investors party to
the Purchase Agreement among Insmed Incorporated, Insmed Pharmaceuticals, Inc. and certain investors dated January 13, 2000
(previously filed as Exhibit 10.14 to Insmed Incorporated s Registration Statement on Form S-4 (Registration No. 333-30098)).

License Agreement, dated as of July 10, 2000, between Insmed Pharmaceuticals, Inc. and Taisho Pharmaceutical Co., Ltd.
(previously filed as Exhibit 10.15 to Insmed Incorporated s Registration Statement on Form S-1 (Registration No. 333-46552)).

Sublease, dated March 30, 2001, between Rhodia Inc. and Insmed Incorporated (previously filed as Exhibit 10.15 to Insmed
Incorporated s Quarterly Report on Form 10-Q for the quarter ended March 31, 2001).

Consent to Sublease, dated as of April 12, 2001, among A & W Virginia Corporation, as Landlord, Rhodia Inc., as Tenant, and
Insmed Incorporated, as Subtenant (previously filed as Exhibit 10.16 to Insmed Incorporated s Quarterly Report on Form 10-Q for
the quarter ended March 31, 2001).

Termination Agreement, dated as of February 3, 2003, between Insmed Pharmaceuticals, Inc. and Taisho Pharmaceutical Co., Ltd
(previously filed as Exhibit 10.14 to Insmed Incorporated s Annual Report on Form 10-K for the year ended December 31, 2003).

Agreement, dated as of July 25, 2003, between Insmed Incorporated and Avecia Limited (previously filed as Exhibit 10.15 to
Insmed Incorporated s Annual Report on Form 10-K for the year ended December 31, 2003).

License and Supply Agreement, dated as of August 28, 2003, between Insmed Incorporated and Pharmacia AB (previously filed as
Exhibit 10.16 to Insmed Incorporated s Annual Report on Form 10-K for the year ended December 31, 2003).

Agreement, dated as of March 3, 2004, between Insmed Incorporated and Geoffrey Allan, Ph.D. (previously filed as an Exhibit to
Insmed Incorporated s Annual Report on Form 10-K filed with the Securities and Exchange Commission on March 12, 2004).

License Agreement, dated as of January 19, 2004, between Insmed Incorporated and Fujisawa Pharmaceutical Co., Ltd (previously
filed as an Exhibit to Insmed Incorporated s Annual Report on Form 10-K filed with the Securities and Exchange Commission on
September 23, 2004).

Form of Change of Control Agreement entered into between Insmed Incorporated and certain of its executive officers (previously
filed as Exhibit 10.19 to Insmed Incorporated s Annual Report on Form 10-K for the year ended December 31, 2004).

Insmed Incorporated Officer s Bonus Plan (previously filed as Exhibit 10.20 to Amendment No. 2 to the Annual Report on Form
10-K/A filed with the Securities and Exchange Commission on April 7, 2005).

Second Amendment to Insmed Incorporated Employee Stock Purchase Plan (previously filed as Exhibit B to Insmed Incorporated s
Definitive Proxy Statement filed on May 11, 2005)
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10.22 Form of Director Option Grant pursuant to the Insmed Incorporated Amended and Restated 2000 Stock Incentive Plan (previously
filed as Exhibit 10.1 to Insmed Incorporated s Current Report on Form 8-K filed with the Securities and Exchange Commission on
June 10, 2005).

23.1 Consent of Ernst & Young LLP.
23.2 Consent of Woods Rogers PLC.**

24.1 Power of Attorney.**

* Filed as an Exhibit to the Registrant s Current Report on Form §-K filed March 16, 2005 with the Securities and Exchange Commission.

**  Filed as an Exhibit to the Registrant s Registration Statement on Form S-3 filed with the Securities and Exchange Commission on March
30, 2005.

+  The Securities and Exchange Commission has granted confidential treatment with respect to certain information in these exhibits. The
confidential portions of these exhibits have been omitted and filed separately with the Securities and Exchange Commission.

++ Confidential treatment has been requested for certain portions of this exhibit. The confidential portions of this exhibit have been omitted
and filed separately with the Securities and Exchange Commission.

Item 17.  Undertakings.

(a) The undersigned Registrant hereby undertakes:

(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this Registration Statement;

(1) To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(ii) To reflect in the prospectus any facts or events arising after the effective date of the Registration Statement (or the most recent post-effective
amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information set forth in the Registration
Statement. Notwithstanding the foregoing, any increase or decrease in volume of securities offered (if the total dollar value of securities offered
would not exceed that which was registered) and any deviation from the low or high end of the estimated maximum offering range may be
reflected in the form of prospectus filed with the Commission pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price
represent no more than a 20 percent change in the maximum aggregate offering price set forth in the Calculation of Registration Fee table in the
effective Registration Statement; and

(iii) To include any material information with respect to the plan of distribution not previously disclosed in the Registration Statement or any
material change to such information in the Registration Statement; provided, however, that paragraphs (a)(1)(i) and (a) (1)(ii) do not apply if the
Registration Statement is on Form S-3, Form S-8 or Form F-3, and the information required to be included in a post-effective amendment by
those paragraphs is contained in periodic reports filed with or furnished to the Commission by the Registrant pursuant to Section 13 or 15(d) of
the Securities Exchange Act of 1934 that are incorporated by reference in the Registration Statement.
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(2) That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment shall be deemed to
be a new Registration Statement relating to the
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securities offered therein, and the offering of such securities at that time shall be deemed to be the initial bona fide offering thereof.

(3) To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the
termination of the offering.

(b) The undersigned Registrant hereby undertakes that, for purposes of determining any liability under the Securities Act of 1933, each filing of
the Registrant s annual report pursuant to Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934 (and, where applicable, each
filing of an employee benefit plan s annual report pursuant to Section 15(d) of the Securities Exchange Act of 1934) that is incorporated by
reference in the Registration Statement shall be deemed to be a new Registration Statement relating to the securities offered therein, and the
offering of such securities at that time shall be deemed to be the initial bona fide offering thereof.

(c) Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and controlling
persons of the Registrant pursuant to the foregoing provisions, or otherwise, the Registrant has been advised that in the opinion of the Securities
and Exchange Commission such indemnification is against public policy as expressed in the Securities Act of 1933 and is, therefore,
unenforceable. In the event that a claim for indemnification against such liabilities (other than the payment by the Registrant of expenses
incurred or paid by a director, officer or controlling person of the Registrant in the successful defense of any action, suit or proceeding) is
asserted by such director, officer or controlling person in connection with the securities being registered, the Registrant will, unless in the
opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether
such indemnification by it is against public policy as expressed in the Securities Act of 1933 and will be governed by the final adjudication of
such issue.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the Registrant certifies that it has reasonable grounds to believe that it meets all of the
requirements for filing on Form S-3 and has duly caused this Post-Effective Amendment No. 1 to Registration Statement on Form S-3 to be
signed on its behalf by the undersigned, thereunto duly authorized in Glen Allen, Virginia, on August 5, 2005.

INSMED INCORPORATED

By: /s/ KEVIN P. TULLY, C.G.A.
Kevin P. Tully, C.G.A.
Principal Financial Officer, Treasurer and

Controller

Pursuant to the requirements of the Securities Act of 1933, as amended, this Registration Statement has been signed by the following persons in
the capacities and on the date indicated.

Signature Title Date

/s/ Geoffrey Allan, Ph.D. Chairman of the Board, President and Chief August 5, 2005
Executive Officer (Principal Executive officer)

Geoffrey Allan, Ph.D.

/s/ Kevin P. Tully, C.G.A. Treasurer and Controller (Principal Financial and August 5, 2005
Accounting Officer)

Kevin P. Tully, C.G.A.

* Director August 5, 2005
Kenneth G. Condon

* Director August 5, 2005
Graham K. Crooke, MB.BS

N Director August 5, 2005
Steinar J. Engelsen, M.D.

* Director August 5, 2005
Melvin Sharoky, M.D.

* Director August 5, 2005
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Randall W. Whitcomb, M.D.

*  /s/ Kevin P. Tully
Kevin P. Tully
Attorney-in-Fact
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32

33

34

4.1

4.2
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44

4.5

4.6

4.7

4.8

EXHIBIT INDEX

Description

Articles of Incorporation of Insmed Incorporated, as amended (previously filed as Annex H to the Joint Proxy
Statement/Prospectus contained in Part I of Insmed Incorporated s Registration Statement on Form S-4 (Registration No.
333-30098)).

Amended and Restated Bylaws of Insmed Incorporated (previously filed as Annex I to the Joint Proxy Statement/Prospectus
contained in Part I of Insmed Incorporated s Registration Statement on Form S-4 (Registration No. 333-30098)).

Form of Articles of Amendment to Insmed Incorporated s Articles of Incorporation, as amended, creating a new series of
Preferred Stock designated as Series A Junior Participating Preferred Stock (previously filed as Exhibit A to the Rights
Agreement, dated as of May 16, 2001, between Insmed Incorporated and First Union National Bank, as Rights Agent, filed as
Exhibit 4.4 to Insmed Incorporated s Registration Statement on Form 8-A filed with the Securities and Exchange Commission
on May, 17, 2001).

Articles of Amendment for Reverse Split (previously filed as Exhibit 3.4 to Insmed Incorporated s Annual Report on Form
10-K for the year ended December 31, 2002).

Description of Capital Stock (contained in the Registrant s Articles of Incorporation previously filed as Annex H to the Joint
Proxy Statement/Prospectus contained in Part I of the Registrant s Registration Statement on Form S-4 (Registration No.
333-30098) on February 11, 2000).

Specimen stock certificate representing common stock, $.01 par value per share, of the Registrant (previously filed as Exhibit
4.2 to the Registrant s Registration Statement on Form S-4 (Registration No. 333-30098) on February 11, 2000).

Article VI of the Articles of Incorporation of the Registrant (previously filed as Exhibit 4.1 to the Registrant s Registration
Statement on Form S-4 (Registration No. 333-30098) on February 11, 2000).

Rights Agreement, dated as of May 16, 2001, between the Registrant and First Union National Bank, as Rights Agent (which
includes as (i) Exhibit A the form of Articles of Amendment to the Registrant s Articles of Incorporation, as amended, (ii)
Exhibit B the form of Rights Certificate, and (iii) Exhibit C the Summary of the Rights to Purchase Preferred Stock)
(previously filed as Exhibit 4.4 to the Registrant s Registration Statement on Form 8-A filed with the Securities and Exchange
Commission on May 17, 2001).

Form of Rights Certificate (previously filed as Exhibit B to the Rights Agreement, dated as of May 16, 2001, between the
Registrant and First Union National Bank, as Rights Agent, filed as Exhibit 4.4 to the Registrant s Registration Statement on
Form 8-A filed with the Securities and Exchange Commission on May 17, 2001).

Form of Purchase Agreement, dated March 15, 2005, between the Registrant and each of the investors in the March 2005
private placement of notes and warrants to purchase common stock.*

Form of 5.5% Note Due 2008-2010, dated March 15, 2005, between the Registrant and each of the investors in the March
2005 private placement of notes and warrants to purchase common stock.*

Form of Warrant, dated March 15, 2005, between the Registrant and each of the investors in the March 2005 private placement
of notes and warrants to purchase common stock.*
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Form of Registration Rights Agreement, dated March 15, 2005, between the Registrant and each of the investors in the March 2005
private placement of notes and warrants to purchase common stock.*

Amendment No. 1 to Rights Agreement, dated as of March 15, 2005, by and between the Registrant and Wachovia Bank, N.A.
(f/k/a First Union National Bank) as Rights Agent*

Opinion of Woods Rogers PLC.**

Insmed Incorporated 2000 Employee Stock Purchase Plan (previously filed as Exhibit 10.2 to Insmed Incorporated s Registration
Statement on Form S-4 (Registration No. 333-30098)).

Insmed Incorporated Amended and Restated 2000 Stock Incentive Plan (previously filed as Exhibit A to Insmed Incorporated s
Definitive Proxy Statement filed on May 11, 2005).

Amended and Restated License Agreement between Insmed Pharmaceuticals, Inc. and the University of Virginia Patent Foundation
(previously filed as Exhibit 10.3 to Insmed Incorporated s Registration Statement on Form S-4 (Registration No. 333-30098)).

Subscription, Joint Development and Operating Agreement by and among Celtrix Pharmaceuticals, Inc., Elan Corporation, plc,
Elan International Services, Ltd., and Celtrix Newco Ltd. dated as of April 21, 1999 (previously filed as Exhibit 10.8 to Insmed
Incorporated s Registration Statement on Form S-4 (Registration No. 333-30098)).

License Agreement by and between Celtrix Newco Ltd. and Celtrix Pharmaceuticals, Inc. dated as of April 21, 1999 (previously
filed as Exhibit 10.9 to Insmed Incorporated s Registration Statement on Form S-4 (Registration No. 333-30098)).

License Agreement by and between Celtrix Newco Ltd. and Elan Pharmaceutical Technologies, a division of Elan Corporation, plc,
dated as of April 21, 1999 (previously filed as Exhibit 10.10 to Insmed Incorporated s Registration Statement on Form S-4
(Registration No. 333-30098)).

License Agreement, dated as of April 1, 1993, between Genentech, Inc. and Celtrix Pharmaceuticals, Inc. (previously filed as
Exhibit 10.11 to Insmed Incorporated s Registration Statement on Form S-4 (Registration No. 333-30098)).

Purchase Agreement among Insmed, Inc., Insmed Pharmaceuticals, Inc. and certain investors named therein dated January 13, 2000
(previously filed as Exhibit 10.12 to Insmed Incorporated s Registration Statement on Form S-4 (Registration No. 333-30098)).

Form of Warrant of Insmed to be issued pursuant to Purchase Agreement among Insmed Incorporated, Insmed Pharmaceuticals,
Inc. and certain investors dated January 13, 2000 (previously filed as Exhibit 10.13 to Insmed Incorporated s Registration Statement
on Form S-4 (Registration No. 333-30098)).

Form of Registration Rights Agreement among Insmed Incorporated, Insmed Pharmaceuticals, Inc. and certain investors party to
the Purchase Agreement among Insmed Incorporated, Insmed Pharmaceuticals, Inc. and certain investors dated January 13, 2000
(previously filed as Exhibit 10.14 to Insmed Incorporated s Registration Statement on Form S-4 (Registration No. 333-30098)).

License Agreement, dated as of July 10, 2000, between Insmed Pharmaceuticals, Inc. and Taisho Pharmaceutical Co., Ltd.
(previously filed as Exhibit 10.15 to Insmed Incorporated s Registration Statement on Form S-1 (Registration No. 333-46552)).

Sublease, dated March 30, 2001, between Rhodia Inc. and Insmed Incorporated (previously filed as Exhibit 10.15 to Insmed
Incorporated s Quarterly Report on Form 10-Q for the quarter ended March 31, 2001).
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Consent to Sublease, dated as of April 12, 2001, among A & W Virginia Corporation, as Landlord, Rhodia Inc., as Tenant, and
Insmed Incorporated, as Subtenant (previously filed as Exhibit 10.16 to Insmed Incorporated s Quarterly Report on Form 10-Q for
the quarter ended March 31, 2001).

Termination Agreement, dated as of February 3, 2003, between Insmed Pharmaceuticals, Inc. and Taisho Pharmaceutical Co., Ltd
(previously filed as Exhibit 10.14 to Insmed Incorporated s Annual Report on Form 10-K for the year ended December 31, 2003).

Agreement, dated as of July 25, 2003, between Insmed Incorporated and Avecia Limited (previously filed as Exhibit 10.15 to
Insmed Incorporated s Annual Report on Form 10-K for the year ended December 31, 2003).

License and Supply Agreement, dated as of August 28, 2003, between Insmed Incorporated and Pharmacia AB (previously filed as
Exhibit 10.16 to Insmed Incorporated s Annual Report on Form 10-K for the year ended December 31, 2003).

Agreement, dated as of March 3, 2004, between Insmed Incorporated and Geoffrey Allan, Ph.D. (previously filed as an Exhibit to
Insmed Incorporated s Annual Report on Form 10-K filed with the Securities and Exchange Commission on March 12, 2004).

License Agreement, dated as of January 19, 2004, between Insmed Incorporated and Fujisawa Pharmaceutical Co., Ltd (previously
filed as an Exhibit to Insmed Incorporated s Annual Report on Form 10-K filed with the Securities and Exchange Commission on
September 23, 2004).

Form of Change of Control Agreement entered into between Insmed Incorporated and certain of its executive officers (previously
filed as Exhibit 10.19 to Insmed Incorporated s Annual Report on Form 10-K for the year ended December 31, 2004).

Insmed Incorporated Officer s Bonus Plan (previously filed as Exhibit 10.20 to Amendment No. 2 to the Annual Report on Form
10-K/A filed with the Securities and Exchange Commission on April 7, 2005).

Second Amendment to Insmed Incorporated Employee Stock Purchase Plan (previously filed as Exhibit B to Insmed Incorporated s
Definitive Proxy Statement filed on May 11, 2005)

Form of Director Option Grant pursuant to the Insmed Incorporated Amended and Restated 2000 Stock Incentive Plan (previously
filed as an Exhibit to Insmed Incorporated s Current Report on Form 8-K filed with the Securities and Exchange Commission on
June 10, 2005).

Consent of Ernst & Young LLP.
Consent of Woods Rogers PLC.**

Power of Attorney.**

* Filed as an Exhibit to the Registrant s Current Report on Form 8-K filed March 16, 2005 with the Securities and Exchange Commission.

**  Filed as an Exhibit to the Registrant s Registration Statement on Form S-3 filed with the Securities and Exchange Commission on March
30, 2005.

+  The Securities and Exchange Commission has granted confidential treatment with respect to certain information in these exhibits. The
confidential portions of these exhibits have been omitted and filed separately with the Securities and Exchange Commission.

++ Confidential treatment has been requested for certain portions of this exhibit. The confidential portions of this exhibit have been omitted
and filed separately with the Securities and Exchange Commission.
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