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115 Sansome Street, Suite 310
San Francisco, California 94104
April 18,2008
Dear Nile Therapeutics, Inc. Stockholder:

You are cordially invited to attend the Annual Meeting of Stockholders of Nile Therapeutics, Inc., which will be held on Thursday, May 29,
2008 at 9:30 a.m., Eastern Daylight Time, at One Liberty Plaza, 165 Broadway, 50™ Floor, New York, NY 10006.

Details of the business to be conducted at the meeting are given in the attached Notice of Annual Meeting of Stockholders and the attached
Proxy Statement.

In order to ensure your representation at the meeting, please complete, sign and date the enclosed proxy as promptly as possible and return it in
the enclosed postage-prepaid envelope (no postage need be affixed if mailed in the United States). Please mail the completed proxy card whether
or not you plan to attend the meeting.

We look forward to seeing you at the meeting.

/s/ Peter M. Strumph

Peter M. Strumph

Chief Executive Officer
San Francisco, California

YOUR VOTE IS IMPORTANT TO US
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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MAY 29, 2008

Notice is hereby given that the 2008 Annual Meeting of Stockholders of Nile Therapeutics, Inc., a Delaware corporation, or the Company, is to
be held on Thursday, May 29, 2008 at 9:30 a.m., Eastern Daylight Time, at One Liberty Plaza, 165 Broadway, 50" Floor, New York, NY 10006,
for the following purposes:

(1) To elect directors to hold office until our 2009 Annual Meeting of Stockholders, or until their respective successors have been
elected and have qualified, or until their earlier resignation or removal;

(2) To ratify the appointment of Hays & Company LLP as our independent registered public accounting firm for our fiscal year ending
December 31, 2008; and

(3) To transact such other business as may properly come before the meeting or any adjournment thereof.
These matters are more fully described in the proxy statement accompanying this notice.

The foregoing items of business are more fully described in the Proxy Statement accompanying this Notice. The record date for determining
those stockholders who will be entitled to notice of, and to vote at, the meeting and at any adjournments thereof is March 31, 2008.

Whether or not you plan to attend the meeting, please vote as soon as possible. You may vote by mailing a completed proxy card. A
postage-prepaid envelope is enclosed for the submission of your proxy card. You may revoke a previously delivered proxy at any time prior to
the meeting. If you are a stockholder of record and decide to attend the meeting and wish to revoke your proxy, you may do so automatically by
voting in person at the meeting. If your shares are held by a broker or other nominee, and you would like to vote in person at the meeting, you
will need to obtain a legal proxy from your broker or nominee and present it at the meeting.

By Order of The Board of Directors,
/s/ Peter M. Strumph
Peter M. Strumph
Chief Executive Officer
San Francisco, California

April 18, 2008
IMPORTANT

TO ENSURE YOUR REPRESENTATION AT THE ANNUAL MEETING, PLEASE MARK, SIGN, DATE AND RETURN THE
ENCLOSED PROXY CARD AS SOON AS POSSIBLE IN THE ENCLOSED POSTAGE-PREPAID ENVELOPE. IF YOU ATTEND
THE ANNUAL MEETING, YOU MAY VOTE IN PERSON EVEN IF YOU RETURNED A PROXY.
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115 Sansome Street, Suite 310

San Francisco, California 94104

2008 ANNUAL MEETING OF STOCKHOLDERS TO BE HELD

MAY 29,2008

PROXY STATEMENT

SOLICITATION OF PROXIES

This proxy statement is furnished to our stockholders as of March 31, 2008, the record date, in connection with the solicitation of proxies by our
Board of Directors for use at our annual meeting of stockholders, to be held at One Liberty Plaza, 165 Broadway, 50" Floor, New York, NY
10006, on Thursday, May 29, 2008 at 9:30 a.m., Eastern Daylight Time, and at any adjournments or postponements of the meeting. This proxy
statement and the proxy card, together with a copy of our Annual Report on Form 10-KSB for our fiscal year ended December 31, 2007, is first
being mailed to our stockholders on or about April 18, 2008. Our telephone number is (415) 875-7880.

QUESTIONS AND ANSWERS REGARDING THIS SOLICITATION AND VOTING AT THE MEETING

Why am I receiving this proxy statement?

Who is entitled to attend and vote at the meeting?

How many shares are outstanding?

How many shares must be present or represented to
conduct business at the meeting (that is, what
constitutes a quorum)?

You are receiving this proxy statement from us because you were a stockholder of record
at the close of business on the record date of March 31, 2008. As a stockholder of record,
you are invited to attend our annual meeting of stockholders and are entitled to vote on
the items of business described in this proxy statement. This proxy statement contains
important information about the meeting and the items of business to be transacted at the
meeting. You are strongly encouraged to read this proxy statement, which includes
information that you may find useful in determining how to vote.

Only holders of record of shares of our common stock at the close of business on March
31, 2008 (the record date) are entitled to notice of, to attend and to vote at the meeting
and any adjournments or postponements of the meeting.

On the record date, 24,099,716 shares of our common stock were issued and outstanding
and held by approximately 210 holders of record, which does not include approximately
120 shareholders which hold our stock in street name. Each share of common stock
outstanding on the record date is entitled to one vote.

The presence at the meeting, in person or represented by proxy, of the holders of at least a
majority of the shares of our common stock, issued and outstanding on the record date
and entitled to vote at the meeting, will constitute a quorum for the transaction of
business. If, however, a quorum is not present, in person or represented by proxy,



Edgar Filing: Nile Therapeutics, Inc. - Form DEF 14A



Edgar Filing: Nile Therapeutics, Inc. - Form DEF 14A

then either the chairman of the meeting or the stockholders entitled to vote at the meeting
may adjourn the meeting until a later time.

What items of business will be voted on at the The items of business to be voted on at the meeting are as follows:

meeting?

(1) To elect directors to hold office until our 2009 Annual Meeting of Stockholders, or until their respective successors have been elected and
have qualified, or until their earlier resignation or removal; and

(2) To ratify the appointment of Hays & Company LLP as our independent registered public accounting firm for our fiscal year ending
December 31, 2008.

What happens if additional matters are presented at The only items of business that our Board of Directors intends to present at the meeting

the meeting? are set forth in this proxy statement. As of the date of this proxy statement, no
stockholder has advised us of the intent to present any other matter, and we are not aware
of any other matters to be presented at the meeting. If any other matter or matters are
properly brought before the meeting, the person(s) named as your proxyholder(s) will
have the discretion to vote your shares on the matters in accordance with their best
judgment and as they deem advisable.

How does the Board of Directors recommend that I Our Board of Directors recommends that you vote your shares FOR the election of each
vote? of the director nominees identified in this proxy statement and FOR the ratification of the
appointment of Hays & Company LLP.

What shares can I vote at the meeting? You may vote all of the shares you owned as of March 31, 2008, the record date,
including shares held directly in your name as the stockholder of record and all shares
held for you as the beneficial owner through a broker, trustee or other nominee such as a
bank.

What is the difference between holding shares as a Some of our stockholders hold their shares through a broker or other nominee rather than
stockholder of record and as a beneficial owner? directly in their own name. As summarized below, there are some distinctions between
shares held of record and those owned beneficially.
Stockholders of Record. If your shares are registered directly in your name with our transfer agent, American Stock Transfer and Trust
Company, you are considered, with respect to those shares, the stockholder of record, and these proxy materials are being sent directly to you by
us. As the stockholder of record, you have the right to vote in person at the meeting or direct the proxyholder how to vote your shares on your
behalf at the meeting by fully completing, signing and dating the enclosed proxy card and returning it to us in the enclosed postage-paid return
envelope.

Beneficial Owner. If your shares are held in a brokerage account or by a trustee or another nominee, you are considered the beneficial owner of
shares held in street name, and these proxy materials are being forwarded to you together with a voting instruction card by your
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How can I vote my shares without attending the
meeting?

How can I vote my shares in person at the meeting?

Can I change my vote or revoke my proxy?

broker, trustee or other nominee. As the beneficial owner, you have the right to direct
your broker, trustee or nominee to vote your shares as you instruct in the voting
instruction card. The broker, trustee or other nominee may either vote in person at the
meeting or grant a proxy and direct the proxyholder to vote your shares at the meeting as
you instruct in the voting instruction card. You may also vote in person at the meeting,
but only after you obtain a legal proxy from the broker, trustee or nominee that holds
your shares, giving you the right to vote your shares at the meeting. Your broker, trustee
or nominee has enclosed or provided a voting instruction card for you to use in directing
the broker, trustee or nominee how to vote your shares.

As discussed previously, whether you hold shares directly as the stockholder of record or
as a beneficial owner, you may direct how your shares are voted without attending the
meeting by completing and returning the enclosed proxy card or voting instruction card.

If you provide specific instructions with regard to items of business to be voted on at the
meeting, your shares will be voted as you instruct on those items. Proxies properly

signed, dated and submitted to us that do not contain voting instructions and are not
revoked prior to the meeting will be voted FOR the election of each of the director
nominees identified in this proxy statement and FOR the ratification of the appointment
of Hays & Company LLP.

Shares held in your name as the stockholder of record may be voted in person at the
meeting. Shares held beneficially in street name may be voted in person only if you
obtain a legal proxy from the broker, trustee or nominee that holds your shares giving you
the right to vote the shares at the meeting. You should be prepared to present photo
identification for admittance. Please also note that if you are not a stockholder of record
but hold shares through a broker, trustee or nominee, you will need to provide proof of
beneficial ownership as of the record date, such as your most recent brokerage account
statement, a copy of the voting instruction card provided by your broker, trustee or
nominee, or other similar evidence of ownership. The meeting will begin promptly at
9:30 a.m. EDT. Check-in will begin at 9:00 a.m. EDT. Even if you plan to attend the
meeting, we recommend that you also complete, sign and date the enclosed proxy card or
voting instruction card and return it promptly in the accompanying postage-paid return
envelope in order to ensure that your vote will be counted if you later decide not to, or are
unable to, attend the meeting.

You may change your vote or revoke your proxy at any time prior to the vote at the
meeting. If you are the stockholder of record, you may change your vote by granting a
new proxy bearing a later date, which automatically revokes the earlier proxy, by
providing a written notice of revocation to our Corporate Secretary prior to your shares
being voted, or by attending the meeting and voting in person. Attendance at the meeting
will not cause your previously granted proxy to be revoked unless you specifically so
request.
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If you are a beneficial owner, you may change your vote by submitting a new voting instruction card to your broker, trustee or nominee, or, if
you have obtained a legal proxy from your broker, trustee or nominee giving you the right to vote your shares, by attending the meeting and
voting in person.

Is my vote confidential? Proxy cards, voting instructions, ballots and voting tabulations that identify individual
stockholders are handled in a manner that protects your voting privacy. Your vote will
not be disclosed, except as required by law to American Stock Transfer and Trust
Company, our transfer agent, to allow for the tabulation of votes and certification of the
vote, and to facilitate a successful proxy solicitation.

How are votes counted and what vote is required to  Each outstanding share of our common stock entitles the holder to one vote per share on
approve each item? each matter considered at the meeting. Stockholders are not entitled to cumulate their
votes in the election of directors or with respect to any matter submitted to a vote of the
stockholders. The election of directors requires a plurality of the votes cast for the
election of directors and, accordingly, the director nominees receiving the highest number
of affirmative  FOR votes at the meeting will be elected to serve as directors. You may
vote either FOR or WITHHOLD your vote for the director nominees. A properly
executed proxy marked WITHHOLD with respect to the election of one or more directors
will not be voted with respect to the director or directors indicated, although it will be
counted for purposes of determining whether there is a quorum.
Stockholder ratification of the appointment of Hays & Company LLP as our independent registered public accounting firm for the fiscal year
ending December 31, 2008 is not required by law or by governing instruments. Our Board of Directors, however, is submitting the selection of
Hays & Company LLP to our stockholders for ratification as a matter of good corporate governance and practice. The ratification of the
appointment of Hays & Company LLP requires a majority of the votes cast. You may vote either FOR or AGAINST ratification of the
appointment, or you may abstain. A properly executed proxy marked ABSTAIN with respect to the ratification of the appointment will not be
voted with respect to such ratification, although it will be counted for purposes of determining both whether there is a quorum and the total
number of votes cast with respect to the proposal. If the stockholders fail to ratify the appointment, the audit committee of our Board of
Directors will reconsider whether or not to retain that firm.

What is a broker non-vote ? Under the rules that govern brokers and banks who have record ownership of our shares
of common stock that are held in street name for their clients such as you, who are the
beneficial owners of the shares, brokers and banks have the discretion to vote such shares
on routine matters. The election of directors and the ratification of the appointment of
independent registered public accounting firms are considered routine matters.

10
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How are broker non-votes counted?

How are abstentions counted?

What happens if the meeting is adjourned?

Who will serve as inspector of elections?

What should I do in the event that I receive more
than one set of proxy materials?

Who is soliciting my vote and who will bear the costs
of this solicitation?

Broker non-votes will be counted as present for the purpose of determining the presence
or absence of a quorum for the transaction of business, but they will not be counted in
tabulating the voting result for any particular proposal.

If you return a proxy card that indicates an abstention from voting on all matters, the
shares represented by your proxy will be counted as present for the purpose of
determining both the presence of a quorum and the total number of votes cast with
respect to a proposal (other than the election of directors), but they will not be counted in
tabulating the voting results for any particular proposal. As a result, an abstention will
have the same effect as a vote against a proposal.

If our annual meeting is adjourned to another time and place, no additional notice will be
given of the adjourned meeting if the time and place of the adjourned meeting is
announced at the annual meeting, unless the adjournment is for more than 30 days, in
which case a notice of the adjourned meeting will be given to each stockholder of record
entitled to vote at the adjourned meeting. At the adjourned meeting, we may transact any
items of business that might have been transacted at the annual meeting.

A representative of American Stock Transfer and Trust Company, our transfer agent, will
tabulate the votes and act as inspector of elections at the meeting.

You may receive more than one set of these proxy solicitation materials, including
multiple copies of this proxy statement and multiple proxy cards or voting instruction
cards. For example, if you hold your shares in more than one brokerage account, you may
receive a separate voting instruction card for each brokerage account in which you hold
shares. In addition, if you are a stockholder of record and your shares are registered in
more than one name, you may receive more than one proxy card. Please complete, sign,
date and return each proxy card and voting instruction card that you receive to ensure that
all your shares are voted.

The enclosed proxy is being solicited on behalf of our Board of Directors. We will bear
the entire cost of solicitation of proxies, including preparation, assembly, printing and
mailing of this proxy statement. In addition to solicitation by mail, our directors, officers
and employees may also solicit proxies in person, by telephone, by electronic mail or by
other means of communication. We will not pay any additional compensation to our
directors, officers or other employees for soliciting proxies. Copies of the proxy materials
will be furnished to brokerage firms, banks, trustees, custodians and other nominees
holding beneficially owned shares of our common stock, who will forward the proxy
materials to the beneficial owners. We may reimburse brokerage firms, banks, trustees,
custodians and other agents for the costs of forwarding the proxy materials. Our costs for
forwarding proxy materials will not be significant.

11
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Where can I find the voting results of the meeting?

What is the deadline for submitting proposals for
consideration at next year s annual meeting of
stockholders or to nominate individuals to serve as
directors?

We intend to announce preliminary voting results at the meeting, and publish the final
voting results in our quarterly report on Form 10-QSB for the second quarter of fiscal
year 2008.

As a stockholder, you may be entitled to present proposals for action at a future meeting
of stockholders, including director nominations.

12
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Stockholder Proposals

Under the rules of the Securities and Exchange Commission, or SEC, for stockholder proposals to be considered for inclusion in the proxy
statement for the 2009 Annual Meeting, they must be submitted in writing to our Corporate Secretary, Nile Therapeutics, Inc., 115 Sansome
Street, Suite 310, San Francisco, California 94104. For a stockholder proposal to be considered for inclusion in our proxy statement for the
annual general meeting to be held in 2009, the proposal must be in writing and received by us no later than January 29, 2009, or such proposal
will be considered untimely under the Securities Exchange Act of 1934, as amended, or the Exchange Act. If the date of our 2009 Annual
Meeting is more than 30 days before or 30 days after the anniversary date of our 2008 Annual Meeting, the deadline for inclusion of proposal in
our proxy statement will instead be a reasonable time before we begin to print and mail our proxy materials. Shareholder proposals must comply
with the requirements of Rule 14a-8 of the Exchange Act and any other applicable rules established by the Securities and Exchange
Commission. Shareholders are also advised to review our certificate of incorporation and bylaws, which contain additional requirements with
respect to advance notice of stockholder proposals.

Nomination of Director Candidates

Any proposals for director candidates for consideration by our Board of Directors must be in writing and include the nominee s name and
qualifications for board membership and should be directed to our Corporate Secretary at our principal executive offices. Our bylaws also
require that any proposal for nomination of directors include the consent of each nominee to serve as a member of our Board of Directors, if so
elected. Stockholders are also advised to review our bylaws, which contain additional requirements with respect to stockholder nominees for our
Board of Directors. In addition, the stockholder must give timely notice to our Corporate Secretary in accordance with the provisions of our
bylaws, which require that the notice be received by our Corporate Secretary at least 30 days prior to the 2009 Annual Meeting.

In accordance with Delaware law, a list of stockholders entitled to vote at the meeting will be available at the meeting, and for 10 days prior to
the meeting at our offices located at 115 Sansome Street, Suite 310, San Francisco, California 94104 between the hours of 9:00 a.m. and 5:00
p-m. Pacific Time.

13
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PROPOSAL NO. 1:
ELECTION OF DIRECTORS
NOMINEES

The Company s Board of Directors currently consists of seven members. Each of the seven directors will be re-elected at the Annual Meeting.
Unless otherwise instructed, the proxy holders will vote the proxies received by them at the Annual Meeting for the seven current directors of
the Company named as nominees below. The proxies cannot be voted for a greater number of persons than the number of nominees nominated.
If any nominee is unable or declines to serve as a director at the time of the Annual Meeting, the proxies will be voted for any nominee who
shall be designated by the present Board of Directors to fill the vacancy. It is not expected that any nominee will be unable to or will decline to
serve as a director. If stockholders nominate additional persons for election as directors, the proxy holder will vote all proxies received by him to
assure the election of as many of the Board of Directors nominees as possible, with the proxy holder making any required selection of specific
nominees to be voted for. The term of office of each person elected as a director will continue until the next Annual Meeting of Stockholders
wherein directors are elected, or until such person s successor has been elected.

VOTE REQUIRED

The seven nominees receiving the highest number of affirmative votes of the votes cast shall be elected as directors of the Company for the
ensuing year.

RECOMMENDATION

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT THE STOCKHOLDERS VOTE FOR EACH OF THE
NOMINEES NAMED IN THIS PROPOSAL NO. 1. UNLESS YOU INDICATE OTHERWISE, YOUR PROXY WILL BE VOTED FOR
EACH OF MESSRS. GRANADILLO, KASH, KAZAM, SCHAFER, STRUMPH AND TANEN AND DR. MIEYAL.

DIRECTOR NOMINEES

Set forth below is information regarding each nominee for election to our Board of Directors, including his age as of March 31, 2008, his
positions and offices held with the Company and certain biographical information:

Name of Nominee Age Position and Offices Held in the Company Director Since *
Pedro Granadillo 60 Director October 2007

Peter M. Kash 46 Chairman of the Board, Director September 2007
Joshua A. Kazam 31 Director September 2007
Paul A. Mieyal, Ph.D. 38 Director September 2007
Gregory W. Schafer 43 Director January 2008

Peter M. Strumph 43  Chief Executive Officer, Director September 2007
David M. Tanen 36  Secretary and Director September 2007

* We were incorporated in the State of Nevada on June 17, 1996 and reincorporated in Delaware on February 9, 2007, at which time our
name was SMI Products, Inc., or SMI. From inception through August 11, 2006, SMI was a development stage company in the business of
internet real estate mortgage services. On and after August 11, 2006, SMI ceased its prior business. On September 17, 2007, we completed
a merger transaction whereby Nile Merger Sub, Inc., a Delaware corporation and a wholly-owned subsidiary of SMI, merged with and into
Nile Therapeutics, Inc., a privately held Delaware corporation, or Old Nile, with Old Nile becoming a wholly-owned subsidiary of SMI.
Immediately following the merger described above, we filed a Certificate of Ownership with the Secretary of State of the
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State of Delaware pursuant to which we merged Old Nile with and into us, with us remaining as the surviving corporation to that merger.
In connection with that short-form merger, and as set forth in the Certificate of Ownership, we changed our name to Nile Therapeutics,
Inc., or Nile. We refer to these two transactions as the Merger. Dates listed in the table above do not include services as a director of Old
Nile. See biographies below for more details.
Set forth below are descriptions of the backgrounds of each member of the Board of Directors, his principal occupations for at least the past five
years and his current public-company directorships.

Pedro Granadillo has served as a director of the Company since October 16, 2007 and also serves as Chairman of the Compensation Committee
and as a member of the Nominating and Corporate Governance Committee. Mr. Granadillo served as Senior Vice President for Eli Lilly and
Company, or Lilly, until 2004 when he retired after 34 years of service. He was a member of Lilly s Policy Committee, which was comprised of
its top seven executives. As Lilly s top human resources, manufacturing and quality executive, he was responsible for policies affecting a global
workforce of more than 45,000 employees, as well as, a broad network of manufacturing facilities for its extensive line of products. He also
oversaw more than 20 sites and 13,000 employees involved in the manufacturing of Lilly s conventional small-molecule pharmaceuticals and
large-molecule biotech therapies. Mr. Granadillo currently serves as a director of Noven Pharmaceuticals, Inc. and Haemonetics Corporation,

both of which are public reporting companies. Mr. Granadillo received his B.S. in Industrial Engineering from Purdue University.

Peter M. Kash served as a director of Old Nile since its inception and has served as a director of the Company since the Merger in September
2007. Mr. Kash also serves as the Chairman of the Board, as well as the Chairman of the Nominating and Corporate Governance Committee,
and a member of the Compensation Committee and Audit Committee. In September 2004, Mr. Kash co-founded Two River, a venture capital
firm that specializes in the creation of new companies to acquire rights to commercially develop early stage biotechnology products. He serves
the President and Chairman of Two River s managing member, Two River Group Management, LL.C. Mr. Kash is also the President and
Chairman of Riverbank, a broker-dealer registered with the Financial Industry Regulatory Authority, or FINRA (formerly NASD),
broker-dealer. From 1992 until 2004, Mr. Kash was a Senior Managing Director of Paramount BioCapital, Inc., a FINRA (formerly NASD)
member broker dealer, specializing in conducting private financings for public and private development stage biotechnology companies as well
as Paramount BioCapital Investments, LLC, a venture capital company. Mr. Kash also served as Director of Paramount Capital Asset
Management, Inc. (the Paramount companies are collectively referred to as Paramount), the general partner of several biotechnology-related
hedge funds and as member of the General Partner of the Orion Biomedical Fund, LP, a private equity fund. Mr. Kash received his B.S. in
Management Science from SUNY Binghamton and his M.B.A. in Banking and International Finance from Pace University. Mr. Kash is
currently seeking his doctorate in education at Yeshiva University.

Joshua A. Kazam served as a director of Old Nile since its inception and has served as a director of the Company since the Merger in September
2007. In September 2004, Mr. Kazam co-founded Two River and currently serves as Vice President and Director of Two River s managing
member, Two River Group Management, LLC. Mr. Kazam also serves as an Officer and Director of Riverbank. From 1999 to 2004, Mr. Kazam
was a Managing Director of Paramount, where he was responsible for ongoing operations of venture investments, and as the Director of
Investment for the Orion Biomedical Fund, LP. Mr. Kazam currently serves as a director of Velcera, Inc. a public reporting company.

Mr. Kazam is a graduate of the Wharton School of the University of Pennsylvania.

Paul Mieyal, Ph.D., CFA was appointed to serve as a director of the Company on September 11, 2007. Dr. Mieyal also serves as a member of
the Audit Committee. Since 2006, Dr. Mieyal has served as a Vice President of Wexford Capital LLC, or Wexford, an SEC registered
investment advisor with over $5 billion of assets under management located in Greenwich, CT. Prior to that, from 2000 to 2006, he was Vice
President in charge of healthcare investments for Wechsler & Co., Inc., a private investment firm and registered broker-
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dealer. Dr. Mieyal serves as a Director of Nephros, Inc. a public reporting company. Dr. Mieyal received his Ph.D. in Pharmacology from New
York Medical College, a B.A. in chemistry and psychology from Case Western Reserve University, and is a Chartered Financial Analyst.

Gregory W. Schafer has served as a director of the Company since January 28, 2008 and also serves as Chairman of the Audit Committee.
Mr. Schafer serves as the Vice President and Chief Financial Officer of Onyx Pharmaceuticals, Inc. Prior to Onyx, from 2004 to 2006,

Mr. Schafer served as a consultant to several private and public biotechnology companies. From 1997 to 2004, Mr. Schafer held various
executive positions at Cerus Corporation, a public biotechnology company, including Vice President and Chief Financial Officer. Prior to
joining Cerus, Mr. Schafer worked as a management consultant for Deloitte & Touche LLP. Mr. Schafer holds an M.B.A from the Anderson
Graduate School of Management at UCLA and a BSE in Mechanical Engineering from the University of Pennsylvania.

Peter M. Strumph has served as Old Nile s Chief Executive Officer since June 6, 2007. Following the Merger, Mr. Strumph was elected a
director of the Company and appointed Chief Executive Officer of the Company. Prior to joining Nile, from 1997 to 2007, Mr. Strumph worked
for CV Therapeutics, Inc., or CVT, which discovers, develops, commercializes and sells cardiovascular therapeutic products. His latest position
at CVT was Senior Vice President of Operations. At CVT, at various times, Mr. Strumph had responsibility for several functions including,
pharmaceutical development and manufacturing, marketing, quality assurance/control, clinical trial operations, project management and alliance
management. Additionally, Mr. Strumph was a member of the CEO Executive Staff, was the Project Team Leader for Ranexa™ and served as
the Chair of the Product Development Committee. Prior to joining CVT in 1997, Mr. Strumph served as Manager, Operations Planning and
Development at Biogen, Inc., where he played an active role in Biogen s transition from a research based company to a fully integrated profitable
biotechnology company. Mr. Strumph received his M.B.A. in Finance and Healthcare Management from The Wharton School at the University
of Pennsylvania and his B.S. in Systems Science and Engineering from The University of Pennsylvania. He also served as a Lieutenant in the
United States Navy.

David M. Tanen has served as a director of Old Nile since its inception and has served as a director of the Company since the Merger in
September 2007. In September 2004, Mr. Tanen co-founded Two River and currently serves as Vice President and Director of Two River s
managing member, Two River Group Management, LLC. Mr. Tanen also serves as an Officer and Director of Riverbank. Prior to founding Two
River, from October 1996 to September 2004, Mr. Tanen served as a Director of Paramount. Mr. Tanen also served as member of the General
Partner of the Orion Biomedical Fund, LP. Mr. Tanen currently serves as an officer or director of several privately held biotechnology
companies. Mr. Tanen received his B.A. from The George Washington University and his J.D. from Fordham University School of Law.
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DIRECTORS COMPENSATION AND BENEFITS

Our directors do not receive any cash fees for their service as a member of our Board of Directors. On January 25, 2008 the Board of Directors
approved the grant of options to non-employee members of our Board of Directors. Each director received options to purchase 50,000 shares of
our common stock for their services on the Board of Directors. Messrs. Granadillo, Schafer and Kash also received options to purchase an
additional 10,000 shares of our common stock for service as the Chairperson of the Compensation Committee, the Audit Committee and the
Board, respectively. Such options begin vesting on the date the member began providing services and vest and become exercisable at the rate of
one third (1/3") of such shares on each of the first, second and third anniversary of that date, while the optionee remains a director, employee,
consultant or officer of the Company.

11
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CORPORATE GOVERNANCE
Process for Identifying and Evaluating Director Nominees

The Board of Directors is responsible for nominating directors for election at annual meetings of stockholders or to fill vacancies on the Board
of Directors. The Board of Directors has delegated the selection and nomination process to the Nominating and Corporate Governance
Committee, with the expectation that other members of the Board of Directors, and of management, will be requested to take part in the process
as appropriate.

Procedures for Re-Nomination of a Current Director

The Nominating and Corporate Governance Committee reviews, at least annually, the performance of each current director and considers the
results of such evaluation when determining whether or not to re-nominate such director for an additional term. In addition to reviewing the
qualifications outlined in the Director Qualifications section below, in determining whether to recommend a director for re-election, the
Nominating and Corporate Governance Committee also considers the director s past attendance at meetings and participation in and contributions
to the activities of the Board of Directors. As part of this analysis, the Nominating and Corporate Governance Committee will also take into
account the nature of and time involved in a director s service on other boards or committees. Following this review, the Nominating and
Corporate Governance Committee nominated and recommended that all current members of the Board of Directors be elected to the Board of
Directors.

New Candidates

Generally, the Nominating and Corporate Governance Committee identifies candidates for director nominees in consultation with management,
through the use of search firms or other advisers, through recommendations submitted by stockholders or through such other methods as the
Nominating and Corporate Governance Committee deems to be helpful to identify candidates. Once candidates have been identified, the
Nominating and Corporate Governance Committee confirms that the candidates meet all of the minimum qualifications for director nominees
established by the Nominating and Corporate Governance Committee. The Nominating and Corporate Governance Committee may gather
information about the candidates through interviews, detailed questionnaires regarding experience, background and independence,
comprehensive background checks from a qualified company of its choosing, or any other means that the Nominating and Corporate
Governance Committee deems to be helpful in the evaluation process.

An initial reviewing member of the Nominating and Corporate Governance Committee will make a preliminary determination regarding whether
a potential candidate is qualified to fill a vacancy or satisfy a particular need. If so, the full Nominating and Corporate Governance Committee
will make an investigation and interview the potential candidate, as necessary, to make an informed final determination. The Nominating and
Corporate Governance Committee will meet as a group to discuss and evaluate the qualities and skills of each candidate, both on an individual
basis and taking into account the overall composition and needs of the Board of Directors. The policy of the Nominating and Corporate
Governance Committee is that there be no difference in the manner by which it evaluates director nominees, whether nominated by

management, by a member of the Board of Directors or by a stockholder. Based on the results of the evaluation process, the Nominating and
Corporate Governance Committee recommends candidates for the Board of Director s approval as director nominees for election to the Board of
Directors. The Nominating and Corporate Governance Committee also recommends candidates for the Board of Director s appointment to the
Committees of the Board of Directors.

Director Qualifications

The Nominating and Corporate Governance Committee is responsible for reviewing with the Board of Directors from time to time the
appropriate qualities, skills and characteristics desired of members of the Board

12
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of Directors in the context of the needs of the business and current make-up of the Board of Directors. In evaluating the suitability of individual
candidates (both new candidates and current members of the Board of Directors), the Nominating and Corporate Governance Committee, in
nominating candidates for election, or the Board of Directors, in approving (and, in the case of vacancies, appointing) such candidates, take into
account many factors, including:

the ability of a candidate to make independent analytical inquiries;

the candidate s general understanding of marketing, finance and other elements relevant to the success of a publicly-traded company
in today s business environment;

the candidate s experience in the life sciences industry and with relevant social policy concerns;

the candidate s understanding of our business on a technical level; and

the candidate s other board service and educational and professional background.
Each candidate nominee must also possess fundamental qualities of intelligence, honesty, good judgment, high ethics and standards of integrity,
fairness and responsibility. A candidate must also have substantial or significant business or professional experience or an understanding of life
sciences, finance, marketing, financial reporting, international business or other disciplines relevant to our business.

The Board of Directors evaluates each individual in the context of the Board of Directors as a whole, with the objective of assembling a group
that can best perpetuate the success of our business and represent stockholder interests through the exercise of sound judgment using its diversity
of experience in these various areas.

Procedures for Recommendation of Director Nominees by Stockholders

The Nominating and Corporate Governance Committee will consider director candidates who are recommended by our stockholders.
Stockholders, in submitting recommendations to the Nominating and Corporate Governance Committee for director candidates, must comply
with our Bylaws as well as the procedures established by the Nominating and Corporate Governance Committee, which provide that the person
or group submitting the recommendation must provide the Nominating and Corporate Governance Committee with a notice that sets forth:

all information relating to each nominee that is required to be disclosed in solicitations of proxies for election of directors in an
election contest, or is otherwise required, in each case, pursuant to Regulation 14A under the Securities Exchange Act of 1934, as
amended, or the Exchange Act;

information regarding the relationship between the recommending stockholder or recommending stockholder group and the nominee;

whether the nominee or any immediate family member of the nominee has, during the year of the nomination or the preceding three
fiscal years, accepted directly or indirectly certain consulting, advisory, or other compensatory fees from the recommending
stockholder or any member of the group of recommending stockholders or any affiliate of any such holder or member;

such information as may be reasonably required to determine whether the nominee is qualified to serve on the Audit Committee of
the Board of Directors;
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such information as may be reasonably required to determine whether the nominee complies with the standards of independence
established by the FINRA, if applicable;

each nominee s written consent to being named in a proxy statement as a nominee and to serving as a director if elected;

the name and address of the recommending stockholder or recommending stockholder group giving the notice (and the beneficial
owner, if any, on whose behalf the nomination is made);

13
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the class and number of shares of our capital stock that are owned beneficially and of record by such recommending stockholder or
recommending stockholder group (and such beneficial owner, if applicable);

a representation that the recommending stockholder or members of the recommending stockholder group are holders of record of our
stock entitled to vote at such meeting and intend to appear in person or by proxy at the meeting to propose such nomination; and

a representation whether the recommending stockholder or recommending stockholder group (or such beneficial owner,

if any), intends to solicit proxies from stockholders in support of such nomination.
We may request from the recommending stockholder or recommending stockholder group such other information as may reasonably be required
to determine whether each person recommended by a stockholder or stockholder group as a nominee meets the minimum director qualifications
established by the Board of Directors and to enable us to make appropriate disclosures to stockholders entitled to vote in the next election of
directors. Nominees are required to make themselves reasonably available to be interviewed by the Nominating and Corporate Governance
Committee and members of management, as determined appropriate by the Nominating and Corporate Governance Committee. We will not
accept a stockholder recommendation for a nominee if the recommended candidate s candidacy or, if elected, Board of Directors membership,
would violate applicable state law, federal law or the rules of any exchange or market on which our securities are listed or traded.

Notices should be directed to the attention of the Corporate Secretary, Nile Therapeutics, Inc., 115 Sansome Street, Suite 310, San Francisco,
California 94104.

Code of Business Conduct and Ethics

The Board of Directors has adopted a Code of Business Conduct and Ethics, or the Code, that applies to all directors, officers, employees,
consultants, contractors and agents, wherever they are located and whether they work for us on a full- or part-time basis. The Code was designed
to help such directors, employees and other agents to resolve ethical issues encountered in the business environment. The Code covers topics
such as conflicts of interest, compliance with laws, confidentiality of Company information, encouraging the reporting of any illegal or unethical
behavior, fair dealing and use of Company assets.

You can access our Guidelines and Code, as adopted by the Board of Directors, at the Corporate Governance page of our website at
www.nilethera.com. Please note that information contained on our website is not incorporated by reference in, or considered to be a part of, this
Proxy Statement. We may post amendments to or waivers of the provisions of the Code, if any, made with respect to any directors and
employees on that website.

Communications with the Board of Directors

We provide a process for stockholders to send communications to the Board of Directors, the non-management members as a group, or any of
the directors individually. Stockholders may contact any of the directors, including the non-management directors, by writing to them c/o the
Corporate Secretary, Nile Therapeutics, Inc., 115 Sansome Street., Suite 310, San Francisco, California 94104. All communications will be
compiled by our Corporate Secretary, and submitted to the Board of Directors or the individual directors, as applicable, on a periodic basis.

Communications from our officers or directors and proposals submitted by stockholders to be included in our definitive proxy statement,

pursuant to Rule 14a-8 of the Exchange Act (and related communications) will not be viewed as a stockholder communication. Communications
from our employees or agents will be viewed as stockholder communications only if such communications are made solely in such employee s or
agent s capacity as a stockholder.

14
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Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires the Company s directors and officers and persons who own more
than ten percent of a registered class of the Company s equity securities to file reports of ownership and reports of changes in the ownership with
the SEC. Such persons are required by SEC regulations to furnish the Company with copies of all Section 16(a) forms they file. Based solely on
its review of the copies of the forms submitted to it during the last fiscal year, the Company believes that, during the last fiscal year, all such
reports were timely filed.
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COMMITTEES AND MEETINGS OF THE BOARD OF DIRECTORS

The Board of Directors held one meeting during 2007 after the Merger. All directors attended the meeting, with the exception of Paul Mieyal.
Each director is expected to attend meetings of the Board of Directors and all Committees on which the director sits. A director who is unable to
attend a meeting is expected to notify the Chairman of the Board of Directors or the Chairman of the appropriate Committee in advance of such
meeting, and, whenever possible, participate in such meeting via teleconference. In addition, the Board of Directors expects that directors will
make reasonable efforts to attend annual meetings of stockholders.

The Board of Directors has established three standing committees: the Audit Committee, the Compensation Committee and the Nominating and
Corporate Governance Committee. Each Committee of the Board of Directors has a Charter that has been assessed and approved by the Board of
Directors. Each Committee reviews the appropriateness of its Charter at least annually. The Charters of these Committees are available on our
website at www.nilethera.com.

Audit Committee

The Audit Committee was established on December 10, 2007 at which time Dr. Mieyal and Mr. Kash were appointed as its members. Upon the
commencement of his directorship in January 2008, Mr. Schafer was appointed as the Chairman of the Audit Committee. The Audit Committee
is responsible for, among other duties, reviewing the Company s internal audit and accounting processes, reviewing the results and scope of the
audit and other services provided by the Company s independent registered public accounting firm and reviewing and discussing audited
financial statements, management s assessment of internal control over financial reporting under Section 404 of the Sarbanes Oxley Act of 2002
and other accounting matters with the management of the Company. During the last fiscal year, the full Board of Directors performed the
functions of the Audit Committee before the committee was established. The Audit Committee is established in accordance with section
3(a)(58)(A) of the Exchange Act. The responsibilities of the Audit Committee include:

meeting with our management periodically to consider management s analysis of the adequacy of our internal controls and the
objectivity of our financial reporting;

appointing the independent registered public accounting firm, determining the compensation of the independent registered public
accounting firm and pre-approving the engagement of the independent registered public accounting firm for audit and non-audit
services;

overseeing the independent registered public accounting firm, including reviewing independence and quality control procedures and
experience and qualifications of audit personnel that are providing audit services;

meeting with the independent registered public accounting firm and reviewing the scope and significant findings of the audits
performed by them, and meeting with management and internal financial personnel regarding these matters;

reviewing our financing plans, management s analysis of the adequacy and sufficiency of financial and accounting controls, practices
and procedures, the activities and recommendations of the auditors and our reporting policies and practices, and reporting
recommendations to the full Board of Directors for approval;

establishing procedures for the receipt, retention and treatment of complaints regarding internal accounting controls or auditing
matters and the confidential, anonymous submissions by employees of concerns regarding questionable accounting or auditing
matters; and

preparing the reports required by the SEC rules to be included in our annual proxy statement.
The Charter of the Audit Committee is available on the internet at http://www.nilethera.com/inv_corp_gov.html.
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Compensation Committee

The Compensation Committee was established on December 10, 2007 at which time Messrs. Granadillo and Kash were appointed as its
members, with Mr. Granadillo serving as Chairman. The purpose of the Compensation Committee is to review and make recommendations to
the Board of Directors regarding all forms of compensation to be provided to the executive officers and employees of the Company. The
Compensation Committee s policy is to ensure that senior management will be accountable to the Board of Directors through the effective
application of compensation policies applicable to the Company s executive officers, including performance goals and stock and incentive
compensation. In addition, the Compensation Committee strives to attract and retain key management talent, to support the achievement of the
Company s business strategies through the establishment of appropriate compensation components, to ensure the integrity of the Company s
compensation and benefit practices, and to safeguard the interests of the Company s stockholders. The Compensation Committee is responsible
for, among other duties, reviewing and approving the compensation arrangements for the Company s senior management and any compensation
plans in which the executive officers and directors are eligible to participate, and acting as administrator of the Company s stock option plans,
Employee Stock Purchase Plan and such other equity participation plans as may be adopted by the Board of Directors. The Compensation
Committee s role includes coordination and cooperation with other Board committees, management, external auditors, counsel and other
committee advisors. During the 2007, the full Board of Directors performed the functions of the Compensation Committee before the committee
was established. The responsibilities of the Compensation Committee include:

designing and approving (in consultation with management and the Board of Directors) overall employee compensation
policies and recommending to the Board of Directors major compensation programs;

reviewing and approving the compensation of our Chief Executive Officer and other corporate officers, including salary, bonus and
equity awards; and

producing an annual Compensation Disclosure and Analysis report on executive compensation for inclusion in our proxy materials in
accordance with applicable rules and regulations.
The Charter of the Compensation Committee is available on the internet at http://www.nilethera.com/inv_corp_gov.html.

Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committee was established on December 10, 2007 at which time Messrs. Granadillo and Kash were
appointed as its members, with Mr. Kash serving as Chairman. The Nominating and Corporate Governance Committee is responsible for, among
other duties, identifying appropriate candidates for nomination to membership on the Board of Directors. The Nominating and Corporate
Governance Committee is also responsible for reviewing director nominees recommended by stockholders of the Company. The procedures for
making such a recommendation are described in the Company s bylaws and above in the section entitled Corporate Governance Procedures for
Recommendation of Director Nominees by Stockholders. Our Board of Directors has determined that the two members who currently serve on
the Nominating and Corporate Governance Committee, Messrs. Granadillo and Kash, are independent under SEC rules and NASDAQ listing
standards. During 2007, the full Board of Directors performed the functions of the Nominating and Corporate Governance Committee before the
committee was established. The responsibilities of the Nominating and Corporate Governance Committee include:

selecting or recommending qualified candidates for election to the Board of Directors and appointment to the Committees of the
Board of Directors;

evaluating and reviewing the performance of existing directors;

making recommendations to the Board of Directors regarding governance matters, including our Certificate of Incorporation, Bylaws
and Charters of the Committees of the Board of Directors; and
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developing and recommending to the Board of Directors applicable governance and nominating guidelines.
The Charter of the Nominating and Corporate Governance Committee is available on the internet at
http://www.nilethera.com/inv_corp_gov.html.

Compensation Committee Interlocks and Insider Participation

Messrs. Granadillo and Kash served as the members of the Compensation Committee for the year ended December 31, 2007. No member of the
Compensation Committee has at any time served as an officer or been otherwise employed by us. None of our executive officers currently
serves, or in the past year has served, as a member of the Board of Directors or Compensation Committee of any other entity that has executive
officers who have served on our Board of Directors or Compensation Committee.
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EXECUTIVE OFFICERS OF THE COMPANY

The executive officers of the Company and their ages as of March 31, 2008 are as follows:

Executive Officer

Name Age Position Since
Peter M. Strumph 43 Chief Executive Officer June 2007
Daron Evans 34  Chief Financial Officer February 2007
Jennifer Hodge 39  Vice President, Development August 2007
Scott Navins 36 Treasurer August 2005

Peter M. Strumph has served as our Chief Executive Officer since June 6, 2007. See his biography set forth above in the section entitled
Director Nominees.

Daron Evans. Mr. Evans served as Old Nile s Chief Operating Officer since February 13, 2007. Following the Merger, Mr. Evans was appointed
Chief Financial Officer of the Company. Mr. Evans has over 10 years of professional experience in drug development financial analysis and
fiscal control. Prior to joining Nile, from 2006 to 2007, Mr. Evans served as Director of Business Assessment at Vistakon, a Johnson & Johnson
company, where he led efforts to improve R&D efficiency and speed to market. Prior to that, from 2004 to 2006, he was a Director of

Portfolio & Business Analytics for Scios R&D, a Johnson & Johnson company, where he was responsible for financial controls and reporting for
portfolio of six clinical stage programs and five preclinical stage programs. While at Scios, Mr. Evans also served as Project Manager for the
European registration trial of nesiritide. Mr. Evans also has experience as co-founder of a biotechnology diagnostic company, and has worked as
a Management Consultant in the pharmaceutical industry with Booz Allen Hamilton. Mr. Evans received his M.B.A. from The Fuqua School of
Business at the Duke University, his M.S. in Biomedical Engineering from Southwestern Medical School & University of Texas at Arlington

and his B.S. in Chemical Engineering from Rice University.

Jennifer Hodge. Beginning August 31, 2007, Ms. Hodge has served as Old Nile s Vice President, Development. Following the Merger,

Ms. Hodge was appointed as Vice President, Development of the Company. Ms. Hodge has 18 years of international drug development
experience spanning discovery through commercialization. Prior to joining Nile, from 2000 to 2007, Ms. Hodge worked at CVT where she most
recently served as the Director of Project Management. While at CVT, Ms. Hodge held a variety of assignments of increasing scope and
responsibility, including management of clinical trial operations staff, leadership of the project management function, starting and running CVT s
alliance management function, Project Team Leader for two development projects, and membership on the CVT Product Development
Committee. In addition, Ms. Hodge was responsible for critical special assignments to support CVT s commercial launch, to improve financial
reporting and forecasting accuracy for development projects and to plan for the study start up for CVT s largest clinical trial. Prior to CVT,

Ms. Hodge was a Global Clinical Team Leader at Quintiles, had Clinical Research Associate positions at Otsuka and Solvay, and had
pharmacologist and development management responsibilities at the James Black Foundation in London. Ms. Hodge received her B.S. in
Biology with Honors in Pharmacology from the University of Edinburgh, UK.

Scott L. Navins. Mr. Navins served as Treasurer of Old Nile since its inception. Following the Merger, Mr. Navins was appointed as Treasurer
of the Company. Mr. Navins is the Vice President of Finance at Two River Group. Mr. Navins joined Two River Group in 2005. Prior to joining
Two River, from 2004 to 2005 Mr. Navins was the Senior Controller at Westbrook Partners, where he managed the accounting for a $560
million real estate private equity fund, including financial and partner reporting, tax coordination, maintaining internal controls and overseeing a
$300 million credit facility, among other things. Before that, from 2002 to 2004 Mr. Navins was a Senior Manager at Morgan Stanley, where he
managed the accounting for a $2.4 billion real estate private equity fund. Prior to that Mr. Navins was an Associate in the Finance Group at
BlackRock, Inc. and the controller for a high-tech venture capital fund. Mr. Navins graduated with honors from The George Washington
University in 1993, where he earned a Bachelor of Accountancy degree. Mr. Navins passed the Uniform Certified Public Accounting
examination in 1993.
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COMPENSATION OF EXECUTIVE OFFICERS

Summary Compensation Table

The following table sets forth all of the compensation awarded to, earned by or paid to our chief executive officer, chief financial officer and our
two other most highly compensated executive officers during the fiscal year ended December 31, 2007 (collectively, the named executive

officers ):
All Other
Salary Bonus Option Awards Compensation Total
Name and Principal Position Year $) $) % @ $) $)
Peter M. Strumph 2007 179,840 70,378(2) 627,987(3) 3,535(4) 881,740
Chief Executive Officer, Director
Daron Evans 2007 154,876 55,380(5) 270,280(6) 103,198(7) 583,734
Chief Financial Officer
Jennifer Hodge 2007 57,974 15,181(8) 35,842(9) 425(10) 109,422
Vice President, Development
Allan Gordon 2007 116,129  100,000(12) 961,675(13) 489,404(14) 1,667,208

Former Chief Executive Officer (11)

ey

@)

3

“

&)

Q)

Measured as value of compensation expense recognized by the Company for financial statement reporting purposes in fiscal year 2007,
computed pursuant to Financial Accounting Standards Board s Statement of Financial Accounting Standards No. 123(R), Share Based
Payment. Further discussion of the Company s option valuation methodology is contained in Note 10 of the Notes to Audited Financial
Statements included in our Annual Report filed on Form 10-KSB for the fiscal year ended December 31, 2007, filed on March 27, 2008.

Mr. Strumph is entitled to an annual performance based bonus of up to $150,000 upon the successful completion of annual corporate and
individual performance based milestones. This amount represents the bonus paid to Mr. Strumph for the period from June 6, 2007 to
December 31, 2007.

Amount reflects the dollar amount recognized for financial statement reporting purposes for the fiscal year ended December 31, 2007 in
accordance with SFAS 123(R), of the following stock option awards: (i) employment options to purchase 989,572 shares granted on
September 17, 2007 at an exercise price of $2.71 per share, which cliff vest over three years; and (ii) performance options to purchase
886,949 shares granted on September 17, 2007 at an exercise price of $2.71 per share, which cliff vest over three years based on the
meeting of performance goals outlined in Mr. Strumph s employment agreement.

All other compensation represents a 401(k) matching contribution made by the Company of $2,325 and a life insurance premium of
$1,210.

Mr. Evans is entitled to an annual performance based bonus of up to $38,344 upon the successful completion of annual corporate and
individual performance based milestones. The performance bonus paid to Mr. Evans for the period from February 13, 2007 to
December 31, 2007 was $30,380. In addition, Mr. Evans received a sign-on bonus of $25,000.

Amount reflects the dollar amount recognized for financial statement reporting purposes for the fiscal year ended December 31, 2007 in
accordance with SFAS 123(R), of the following stock option awards: (i) employment options to purchase 239,896 shares granted on
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September 17, 2007 at an exercise price of $2.71 per share, which cliff vest over three years; and (ii) performance options to purchase
288,458 shares granted on September 17, 2007 at an exercise price of $2.71 per share, which cliff vest over three years based on the
meeting of performance goals outlined in Mr. Evans employment agreement.

All other compensation represents a 401(k) matching contribution made by the Company of $5,063, and a life insurance premium of $530.
Also included is a payment to Mr. Evans of $64,969, of which $47,785 was used to repay a loan made by Old Nile, and $17,184 represents
a tax gross up. Mr. Evans also received a reimbursement for his relocation expenses of $32,636.

Ms. Hodge is entitled to an annual performance based bonus of up to $51,000 upon the successful completion of annual corporate and
individual performance based milestones. This amount represents the bonus paid to Ms. Hodge for the period from August 30, 2007 to
December 31, 2007.
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(9) Amount reflects the dollar amount recognized for financial statement reporting purposes for the fiscal year ended December 31, 2007 in
accordance with SFAS 123(R), of employment options to purchase 239,896 shares granted on September 17, 2007 at an exercise price of
$2.71 per share, which cliff vest 25% the first year and monthly thereafter.

(10) All other compensation represents a 401(k) matching contribution made by the Company of $425.

(11) Dr. Gordon was the Company s Chief Executive Officer from December 12, 2006 to May 21, 2007. Pursuant to his separation agreement,
Dr. Gordon is entitled to receive his annual base salary, a pro rata portion of his annual bonus, health benefits for one year from his
termination date, and stock options to purchase 2.5% of the Company s common stock on a fully diluted basis on the closing of the
Financing (see our Annual Report filed on Form 10-KSB for the fiscal year ended December 31, 2007, filed on March 27, 2008).

(12) Amount represents a sign-on bonus paid to Dr. Gordon on January 31, 2007.

(13) Amount reflects the dollar amount recognized for financial statement reporting purposes for the fiscal year ended December 31,
2007 in accordance with SFAS 123(R), of options to purchase 593,743 shares granted on September 17, 2007 at an exercise price
of $2.71 per share, which vest immediately. The shares were issued outside of the 2005 Stock Option Plan pursuant to his
separation agreement.

(14) Includes annual salary of $300,000 and health benefits of $17,986 for one year from his termination date, pursuant to his separation
agreement, as well as an annual bonus of $120,000 and a prorated bonus of $46,356. Also included is $5,062, representing a 401 (k)
contribution made by Company, and a life insurance premium of $1,950.

Amendment of Employment Agreements and Incentive Stock Option Agreements.

On March 4, 2008, the Board of Directors of the Company approved certain amendments to the Employment Agreement, dated as of May 11,
2007, between the Company and Peter Strumph, and the Incentive Stock Option Agreement, dated as of September 17, 2007, between the
Company and Mr. Strumph. In addition, on the same date, the Board approved certain amendments to the Employment Agreement, dated as of
January 19, 2007 and amended August 28, 2007, between the Company and Daron Evans, , and the Incentive Stock Option Agreement, dated as
of September 17, 2007, between the Company and Mr. Evans. These amendments were made in light of continuously changing business
conditions and objectives to give the Board and the Compensation Committee the flexibility to set and modify certain performance goals and to
award certain cash bonuses and to vest a certain amount of the stock options of each of Messrs. Strumph and Evans upon the achievement of
those performance goals. Specifically, after the effectiveness of the amendments, the Board has ability to vest that number of performance-based
stock options in any year, or pro rata portion thereof for a period less than a full year, in an amount equal up to 33.33% of the stock options. The
amendments also allow the Board and Compensation Committee to award a cash performance bonus to each of Messrs. Strumph and Evans in
amounts equal to up to $150,000 for Mr. Strumph and up to $38,344 for Mr. Evans. Pursuant to the amendments, the Board and Compensation
Committee have the authority to award anywhere between $0 and the maximum bonus and 0% and 33.33% of the performance-based stock
options for each of Messrs. Strumph and Evans in any particular year, or a pro rata portion for any period of less than a full year, regardless of
the achievement of any goals. Pursuant to these amendments, on March 4, 2008, the Board approved cash bonuses to Mr. Strumph and

Mr. Evans of $70,378 and $30,380, respectively, and approved vesting of performance based options to purchase 139,008 and 76,528 shares of
the Company s common stock, respectively, for the period ended December 31, 2007.
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Outstanding Equity Awards at Fiscal Year-End

The table below sets forth certain information concerning exercised and unexercised options held by the named executive officers at
December 31, 2007.

Option Awards
Equity Incentive
Plan Awards:
Number of Number of
Number of Securities Securities
Securities Underlying Underlying
Underlying Unexercised Unexercised Option Option
Unexercised Options Options (#) Unearned Exercise Expiration
Name (#) Exercisable Unexercisable Options (#) Price ($) Date
Peter M. Strumph 989,572(1) 2.71 9/14/2017
139,008 747,911(2) 2.71 9/14/2017
Daron Evans 79,965 159,931(3) 2.71 9/14/2017
76,528 211,930(4) 2.71 9/14/2017
Jennifer Hodge 239,896(5) 2.71 9/14/2017
Allan Gordon 593,743(6) 2.71 9/15/2012

(1) The shares subject to the option vest one third, or 329,857 shares, on each of the following dates: June 4, 2008, June 4, 2009, and June 4,
2010.

(2) The shares subject to the option vest, subject to milestone achievements determined by the Board of Directors, a maximum of one third, or
296,640 shares on each of the following dates: June 4, 2008, June 4, 2009, and June 4, 2010.

(3) The shares subject to the option vest one third, or 79,965 shares, on each of the following dates: February 13, 2008, February 13, 2009, and
February 13, 2010.

(4) The shares subject to the option vest, subject to milestone achievements determined by the Board of Directors, a maximum of one third, or
96,153 shares on each of the following dates: February 13, 2008, February 13, 2009, and February 13, 2010.

(5) The shares subject to the option vest 25%, or 59,974, on August 30, 2009 and 4,998 each month thereafter.

(6) The shares subject to the option vested immediately on the date of grant.

Compensation Policy. Our Company s executive compensation plan is based on attracting and retaining qualified professionals who possess the
skills and leadership necessary to enable our Company to achieve earnings and profitability growth to satisfy our stockholders. We must,
therefore, create incentives for these executives to achieve both Company and individual performance objectives through the use of
performance-based compensation programs. No one component is considered by itself, but all forms of the compensation package are
considered in total. Wherever possible, objective measurements will be utilized to quantify performance, but many subjective factors still come
into play when determining performance.

Compensation Components. As an early-stage development company, the main elements of our compensation package consist of base salary,
stock options and bonus.

Base Salary. As we continue to grow and financial conditions improve, these base salaries, bonuses and incentive compensation will be
reviewed for possible adjustments. Base salary adjustments will be based on both individual and Company performance and will include both
objective and subjective criteria specific to each executive s role and responsibility with the Company.
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SECURITY OWNERSHIP OF DIRECTORS, OFFICERS
AND CERTAIN BENEFICIAL OWNERS

The following table sets forth certain information known to the Company regarding the beneficial ownership of the Company s common stock as
of March 31, 2008 by:

each of the Company s directors,

each named executive officer as defined and named in the Summary Compensation Table appearing herein,

all directors and executive officers of the Company as a group, and

each person known by the Company to beneficially own more than five percent of the Company s common stock (based on
information supplied in Schedules 13D and 13G filed with the Securities and Exchange Commission).
Except as indicated by footnote, and subject to applicable community property laws, each person identified in the table possesses sole voting and
investment power with respect to all capital stock shown to be held by that person. The address of each named executive officer and director,
unless indicated otherwise by footnote, is c/o Nile Therapeutics, Inc., 115 Sansome Street, Suite 310, San Francisco, California 94104.
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Name of Beneficial Owner
Directors and Named Executive Officers

Peter M. Strumph (2)
115 Sansome St. Suite 310

San Francisco, CA 94105

Daron Evans (3)
115 Sansome St. Suite 310

San Francisco, CA 94105

David M. Tanen (4)
689 Fifth Avenue, 14th Floor

New York, NY 10022

Peter M. Kash (5)
689 Fifth Avenue, 14th Floor

New York, NY 10022

Joshua A. Kazam (6)
689 Fifth Avenue, 14th Floor

New York, NY 10022

Scott L. Navins
689 Fifth Avenue, 14th Floor

New York, NY 10022

Paul Mieyal (7)
411 West Putnam Avenue

Greenwich, CT 06830

Pedro Granadillo (8)
689 Fifth Avenue, 14th Floor

New York, NY 10022

Gregory W. Schafer (9)
2100 Powell Street

Emeryville, CA 94608

Dr. Allan Gordon (10)
6936 Bristol Dr. Berkeley,

CA 94705

Directors and named executive officers as a group, 10
individuals

5% Shareholders

Wexford Capital LLC (11)
411 West Putnam Avenue
Greenwich, CT 06830

RIT Capital Partners, Plc
27 St. James Place

Shares of Nile
Common Stock
Beneficially
Owned (#) (1)

1,507,705

1,491,744

1,231,820

206,912

4,438,181

2,606,778

1,741,690

Options and
Warrants
Exercisable within
60 Days

139,008

156,493

1,051

593,743

890,295

16,841

Percentage of Nile

Total Common Stock
Beneficial Beneficially
Ownership Owned (%) (1)
139,008 *
156,493 &
1,507,705 6.26%
1,492,795 6.19%
1,231,820 5.11%
206,912 o
*
*
*
593,743 o
5,328,476 22.11%
2,623,619 10.89%
7.23%
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London, UK SWI1A INR

*

6]

represents less than 1%.

Assumes 24,099,716 shares of Nile Common Stock are outstanding. Beneficial ownership is determined in accordance with Rule 13d-3
under the Securities Act, and includes any shares as to which the security or
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@)
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®)

®

(10)

an

stockholder has sole or shared voting power or investment power, and also any shares which the security or stockholder has the right
to acquire within 60 days of the date hereof, whether through the exercise or conversion of any stock option, convertible security,
warrant or other right. The indication herein that shares are beneficially owned is not an admission on the part of the security or
stockholder that he, she or it is a direct or indirect beneficial owner of those shares.

Excludes issued and outstanding options to purchase up to 1,734,483 shares of Nile Common Stock which are not exercisable within 60
days of the date hereof. Pursuant to certain amendments to the Employment Agreement, dated as of May 11, 2007, between the Company
and Peter Strumph, the Company s Chief Executive Officer, and the Incentive Stock Option Agreement, dated as of September 17, 2007,
between the Company and Mr. Strumph, on March 4, 2008 the Board approved the vesting of 139,008 performance based options effective
March 4, 2008.

Excludes issued and outstanding options to purchase 371,861 shares of Nile Common Stock which are not exercisable within 60 days of
the date hereof. Pursuant to certain amendments to the Employment Agreement, dated as of January 19, 2007 and amended August 28,
2007, between the Company and Daron Evans, the Company s Chief Financial Officer, and the Incentive Stock Option Agreement, dated
as of September 17, 2007, between the Company and Mr. Evans, on March 4, 2008 the Board approved the vesting of 76,528
performance-based options effective March 4, 2008.

Excludes 137,941 shares of Common Stock held by Mr. Tanen s wife as custodian for the benefit of their minor daughter under the
Uniform Gift to Minors Act (UGMA). Excludes issued and outstanding options to purchase 50,000 shares of Nile Common Stock which
are not exercisable within 60 days of the date hereof.

Excludes 496,589 shares of Nile Common Stock held by Mr. Kash s wife as custodian for the benefit of each of their four minor children
under the UGMA and 165,530 shares of Nile Common Stock held by the Kash Family Foundation. Includes five year warrants to purchase
1,051 shares of Nile Common Stock at an exercise price equal to $2.71 per share. Excludes issued and outstanding options to purchase
60,000 shares of Nile Common Stock which are not exercisable within 60 days of the date hereof.

Includes 165,530 shares of Nile Common Stock held by the Kash Family Foundation, for which Mr. Kazam serves as Trustee. Mr. Kazam
controls the right to vote and dispose of the shares held by the Kash Family Foundation, but has no pecuniary interest therein. Excludes
613,841 shares of Nile Common Stock held by the Kazam Family Trust and 165,530 shares of Nile Common Stock held by Mr. Kazam s
wife as custodian for the benefit of their minor daughter under the UGMA. Mr. Kazam disclaims beneficial ownership of these shares, as
well. Excludes issued and outstanding options to purchase 50,000 shares of Nile Common Stock which are not exercisable within 60 days
of the date hereof.

Excludes issued and outstanding options to purchase 50,000 shares of Nile Common Stock which are not exercisable within 60 days of the
date hereof.

Excludes issued and outstanding options to purchase 60,000 shares of Nile Common Stock which are not exercisable within 60 days of the
date hereof.

Excludes issued and outstanding options to purchase 60,000 shares of Nile Common Stock which are not exercisable within 60 days of the
date hereof.

Represents fully vested options to purchase 593,743 shares of Nile Common Stock.

Includes (i) 1,910,103 shares of Nile Common Stock held by Iota Investors LLC, a Delaware limited liability company ( Iota Investors );
(ii) five year warrants to purchase 16,841 shares of Nile Common Stock at an exercise price of $2.71 per share held by Iota Investors; and
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(iii) 696,675 shares of Nile Common Stock held by Wexford Spectrum Investors LLC, a Delaware limited liability company ( Wexford
Spectrum ). Wexford Capital LLC, a Connecticut limited liability company ( Wexford Capital ) is a registered Investment Advisor and also
serves as an investment advisor or sub-advisor to the members of Iota Investors and Wexford Spectrum. Mr. Charles E. Davidson is
chairman, a managing member and a controlling member of Wexford Capital and Mr. Joseph M. Jacobs is chairman, a managing member
and a controlling member of Wexford Capital.
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PROPOSAL NO. 2:
RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors has selected Hays & Company LLP, an independent registered public accounting firm, to audit the financial statements
of the Company for fiscal 2008. Stockholder ratification of the appointment is not required under the laws of the State of Delaware, but the
Board of Directors has decided to ascertain the position of the stockholders on the appointment. This firm has audited the Company s financial
statements since the Company s inception. In the event of a negative vote, the Board of Directors will reconsider its selection.

VOTE REQUIRED

The affirmative vote of the majority of the votes cast will be required to ratify the appointment of Hays & Company LLP as the Company s
independent registered public accounting firm for fiscal 2008.

RECOMMENDATION

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT THE STOCKHOLDERS VOTE FOR THE RATIFICATION OF
THE APPOINTMENT OF HAYS & COMPANY LLP AS THE COMPANY S INDEPENDENT REGISTERED PUBLIC ACCOUNTING
FIRM FOR FISCAL YEAR 2008. UNLESS YOU INDICATE OTHERWISE, YOUR PROXY WILL BE VOTED FOR RATIFICATION.

Fees Billed to the Company by Its Independent Registered Public Accounting Firm

The following is a summary of the fees billed to us by Hays & Company, LLP, our independent registered public accounting firm for
professional services rendered for fiscal year ended December 31, 2007

Service Category

Audit Fees $ 64,432
Audit-Related Fees 15,590
Tax Fees 7,500
All Other Fees 0
Total Fees $ 87,522

In the above table, in accordance with the SEC s definitions and rules, audit fees are fees for professional services for the audit and review of our
annual financial statements, as well as the audit and review of our financial statements included in our registration statement on Form SB-2 for

the registration of our common stock, fees for review of our registration statement on Form SB-2 and issuance of consents and for services that

are normally provided by the accountant in connection with statutory and regulatory filings or engagements except those not required by statute

or regulation; audit-related fees are fees for assurance and related services that were reasonably related to the performance of the audit or review

of our financial statements, including attestation services that are not required by statute or regulation, due diligence and services related to
acquisitions; tax fees are fees for tax compliance, tax advice and tax planning; and all other fees are fees for any services not included in the first
three categories.

The Company did not incur any other fees for professional services rendered by Hays & Company LLP.
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Audit Committee Pre-Approval Process

Pursuant to our Audit Committee Charter, before the independent registered public accounting firm is engaged by the Company or its
subsidiaries to render audit or non-audit services, the Audit Committee pre-approves the engagement. Audit Committee pre-approval of audit
and non-audit services is not required if the engagement for the services is entered into pursuant to pre-approval policies and procedures
established by the Audit Committee regarding the Company s engagement of the independent registered public accounting firm, provided the
policies and procedures are detailed as to the particular service, the Audit Committee is informed of each service provided and such policies and
procedures do not include delegation of the Audit Committee s responsibilities under the Exchange Act to the Company s management. The Audit
Committee may delegate to one or more designated members of the Audit Committee the authority to grant pre-approvals, provided such
approvals are presented to the Audit Committee at a subsequent meeting. If the Audit Committee elects to establish pre-approval policies and
procedures regarding non-audit services, the Audit Committee must be informed of each non-audit service provided by the independent
registered public accounting firm. Audit Committee pre-approval of non-audit services (other than review and attest services) also is not be
required if such services fall within available exceptions established by the SEC.
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REPORT OF THE AUDIT COMMITTEE

The Board of Directors has charged the Audit Committee with a number of responsibilities, including review of the adequacy of the Company s
financial reporting and accounting systems and controls. The Board of Directors has adopted an Audit Committee Charter, a copy of which can
be viewed on our website at www.nilethera.com and is attached to this proxy as Exhibit A. The Audit Committee has a direct line of
communication with Hays & Company LLP, the Company s independent registered public accounting firm. Hays & Company LLP is
responsible for expressing opinions on the conformity of our financial statements with accounting principles generally accepted in the United
States of America, the effectiveness of our internal control over financial reporting and management s assessment of the internal control over
financial reporting.

The responsibilities of the Audit Committee are set forth in its Charter. In fulfilling its responsibilities, the Audit Committee discusses with the
Company s independent registered public accounting firm the overall scope and specific plans for their audit. The Audit Committee has reviewed
and discussed the Company s audited financial statements for fiscal 2007 with management and with Hays & Company LLP. This review
included discussions concerning the quality of accounting principles as applied and significant judgments affecting the Company s financial
statements. In addition, the Audit Committee has discussed with Hays & Company LLP matters such as the quality (and acceptability) of the
Company s accounting principles as applied in its financial reporting, as required by Statement on Auditing Standards No. 61, Communication
with Audit Committees, as may be modified or supplemented. The Audit Committee has received from Hays & Company LLP written
disclosures and a letter concerning the independent registered public accounting firm s independence from the Company and has discussed with
Hays & Company LLP its independence, as required by the Independence Standards Board Standard No. 1, Independence Discussions with
Audit Committees. The Audit Committee recommends to the Board of Directors the selection of the independent registered public accounting
firm.

In reliance on the reviews and discussions referred to above, the Audit Committee recommended to the Board of Directors that the audited
financial statements be included in the Company s 2007 Annual Report on Form 10-K, for filing with the SEC.

Respectfully submitted,
Gregory W. Schafer
Peter M. Kash

Paul A. Mieyal, Ph.D.

THE FOREGOING REPORT OF THE AUDIT COMMITTEE SHALL NOT BE DEEMED TO BE  SOLICITINGIATERIAL ORO BE FILED WITHE SEC, NOR SHALL SUCH
INFORMATION BE INCORPORATED BY REFERENCE INTO ANY FUTURE FILING UNDER THE SECURITIES ACT, OR THE EXCHANGE ACT, EXCEPT TO THE EXTENT THE
COMPANY SPECIFICALLY INCORPORATES IT BY REFERENCE INTO SUCH FILING.
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CHANGES IN OUR INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

On September 17, 2007, we entered into a reverse merger transaction, or the Merger, with SMI Products, Inc., a public reporting shell
corporation formed under Delaware law, whereby we were the accounting acquirer in the transaction. Following the Merger, we changed the
name of the corporation to Nile Therapeutics, Inc.

On or about September 21 , 2007, and effective upon the completion of the Merger, Nile dismissed Paritz & Co., Hackensack, New Jersey, as its
principal accountants effective as of September 21, 2007. Paritz & Co had served SMI since October 31, 2006.

Under Item 304 of Regulation S-K, the reasons for the changes in the accountants listed above are dismissal, not resignation or declining to

stand for re-election. During the two most recent fiscal years and the interim period through the date of the dismissal, there were no

disagreements with any of the accountants listed above on any matter of accounting principles or practices, financial statement disclosure or

auditing scope or procedure, which disagreements, if not resolved to these accountants satisfaction, would have caused the accountants to make
reference to the subject matter of the disagreements in connection with its reports. During the two most recent fiscal years through the date of
dismissal, the reports of these accountants did not contain any adverse opinion or disclaimer of opinion, or were modified as to uncertainty, audit
scope, or accounting principles other than the issuance of a going concern opinion with respect to its reports issued with respect to the Company s
financial statements dated December 31, 2006, and December 31, 2005, respectively.

The decision to change principal accountants was approved by the Board of Directors. On September 17, 2007, the Company engaged Hays &
Company, LLP as successor to Paritz & Co. Hays & Company, LLP was Old Nile s principal accountants for its fiscal year ending December 31,
2006 and the six months ended June 30, 2007. During the Company s two most recent fiscal years or subsequent interim period, the Company
has not consulted with the entity of Hays & Company LLP regarding the application of accounting principles to a specific transaction, either
completed or proposed, or the type of audit opinion that might be rendered on the Nile s financial statements, nor did the entity of Hays &
Company, L.L.P. provide advice to Nile, either written or oral, that was an important factor considered by Nile in reaching a decision as to the
accounting, auditing or financial reporting issue. Further, during Nile s two most recent fiscal years or subsequent interim period, the Company
has not consulted the entity of Hays & Company, L.L.P. on any matter that was the subject of a disagreement or a reportable event.
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OTHER MATTERS

The Board of Directors does not intend to present at the Annual Meeting any other matter not referred to above and does not presently know of
any matter that may be presented at the Annual Meeting by others. However, if other matters properly come before the Annual Meeting, it is the
intention of the persons named in the enclosed proxies to vote the proxy in accordance with their best judgment.

By Order of the Board of Directors

Nile Therapeutics, Inc.
Sincerely,

/s/ Peter M. Strumph
Peter Strumph

Chief Executive Officer
San Francisco, California
March 31, 2008
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EXHIBIT A
AUDIT COMMITTEE CHARTER
NILE THERAPEUTICS, INC.

This Audit Committee Charter (this Charter ) was adopted by the Board of Directors (the Board ) of Nile Therapeutics, Inc. (the Company ) on
December 10, 2007.

Certain provisions of this Charter were prepared with a view towards governance of the Company following a listing of the Company s common
stock on the Nasdaq Stock Market (  Nasdaq ). Accordingly, not all provisions of this Charter may be appropriate during such time as the
Company is not listing on Nasdaq. The Board reserves the right to waive or not to implement any of the provisions of this Charter which it may
determine in its sole discretion to defer until such time as a Nasdaq listing has been effected, without the need for a formal amendment of the
Charter.

L. Purpose

The purpose of the Audit Committee (the Committee ) is to oversee the accounting and financial reporting processes of the Company and the
audits of the financial statements of the Company.

In addition to the powers and responsibilities expressly delegated to the Committee in this Charter, the Committee may exercise any other

powers and carry out any other responsibilities delegated to it by the Board from time to time consistent with the Company s bylaws. The powers
and responsibilities delegated by the Board to the Committee in this Charter or otherwise shall be exercised and carried out by the Committee as
it deems appropriate without requirement of Board approval, and any decision made by the Committee (including any decision to exercise or
refrain from exercising any of the powers delegated to the Committee hereunder) shall be at the Commiittee s sole discretion. While acting within
the scope of the powers and responsibilities delegated to it, the Committee shall have and may exercise all the powers and authority of the

Board. To the fullest extent permitted by law, the Committee shall have the power to determine which matters are within the scope of the powers
and responsibilities delegated to it.

Notwithstanding the foregoing, the Committee s responsibilities are limited to oversight. Management of the Company is responsible for the
preparation, presentation and integrity of the Company s financial statements as well as the Company s financial reporting process, accounting
policies, internal audit function, internal accounting controls and disclosure controls and procedures. The independent auditor is responsible for
performing an audit of the Company s annual financial statements, expressing an opinion as to the conformity of such annual financial statements
with generally accepted accounting principles and reviewing the Company s quarterly financial statements. It is not the responsibility of the
Committee to plan or conduct audits or to determine that the Company s financial statements and disclosure are complete and accurate and in
accordance with generally accepted accounting principles and applicable laws, rules and regulations. Each member of the Committee shall be
entitled to rely on the integrity of those persons within the Company and of the professionals and experts (including the Company s internal
auditor (or others responsible for the internal audit function, including contracted non-employee or audit or accounting firms engaged to provide
internal audit services) (the internal auditor ), if any, and the Company s independent auditor) from which the Committee receives information
and, absent actual knowledge to the contrary, the accuracy of the financial and other information provided to the Committee by such persons,
professionals or experts.

Further, auditing literature, particularly Statement of Accounting Standards No. 71, defines the term review to include a particular set of required
procedures to be undertaken by independent auditors. The members of the Committee are not independent auditors, and the term review as used
in this Charter is not intended to have that meaning and should not be interpreted to suggest that the Committee members can or should follow

the procedures required of auditors performing reviews of financial statements.
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I1. Membership

The Committee shall consist of at least three (3) members of the Board; provided, that if at any time there is a vacancy on the Committee and the
remaining members meet all membership requirements, then the Committee may consist of two members until the earlier of the Company s next
annual stockholders meeting or one year from the occurrence of the vacancy. Each Committee member must be able to read and understand
fundamental financial statements, including a company s balance sheet, income statement and cash flow statement. Members of the Committee
are not required to be engaged in the accounting and auditing profession and, consequently, some members may not be expert in financial
matters, or in matters involving auditing or accounting. However, at least one member of the Committee shall have past employment experience
in finance or accounting, requisite professional certification in accounting, or any other comparable experience or background which results in
the individual s financial sophistication, including being or having been a chief executive officer, chief financial officer or other senior officer
with financial oversight responsibilities. In addition, either at least one member of the Committee shall be an audit committee financial expert
within the definition adopted by the Securities and Exchange Commission (the SEC ) or the Company shall disclosure in its periodic reports
required pursuant to the Securities Exchange Act of 1934, as amended (the Exchange Act ), the reasons why at least one member of the
Committee is not an audit committee financial expert. Each Committee member shall satisty the independence requirements of the Nasdaq Stock
Market and Rule 10A-3(b)(1) under the Exchange Act; provided, that if a member of the Committee ceases to be independent for reasons

outside the member s reasonable control, then the member may remain on the Committee until the earlier of the Company s next annual
stockholders meeting or one year from the occurrence of the event that caused the member to cease to be independent.

The members of the Commiittee, including the Chair of the Committee, shall be appointed by the Board on the recommendation of the
Nominating and Corporate Governance Committee. Committee members may be removed from the Committee, with or without cause, by the
Board.

II1. Meetings and Procedures

The Chair (or in his or her absence, a member designated by the Chair) shall preside at each meeting of the Committee and set the agendas for
Committee meetings. The Committee shall have the authority to establish its own rules and procedures for notice and conduct of its meetings so
long as they are not inconsistent with any provisions of the Company s bylaws that are applicable to the Committee.

The Committee shall meet at least once during each fiscal quarter and more frequently as the Committee deems desirable. The Committee shall
meet separately, periodically, with management, with the internal auditor and with the independent auditor.

All non-management directors who are not members of the Committee may attend and observe meetings of the Committee, but shall not
participate in any discussion or deliberation unless invited to do so by the Committee, and in any event shall not be entitled to vote. The
Committee may, at its discretion, include in its meetings members of the Company s management, representatives of the independent auditor, the
internal auditor, if any, any other financial personnel employed or retained by the Company or any other persons whose presence the Committee
believes to be necessary or appropriate. Notwithstanding the foregoing, the Committee may also exclude from its meetings any persons it deems
appropriate, including, but not limited to, any non-management director who is not a member of the Committee.

The Committee may retain any independent counsel, experts or advisors (accounting, financial or otherwise) that the Committee believes to be
necessary or appropriate. The Committee may also utilize the services of the Company s regular legal counsel or other advisors to the Company.
The Company shall provide for appropriate funding, as determined by the Committee, for payment of compensation to the independent auditor
for the purpose of rendering or issuing an audit report or performing other audit, review or attestation services, for payment of compensation to
any advisors employed by the Committee and for ordinary administrative expenses of the Committee that are necessary or appropriate in
carrying out its duties.
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The Committee may conduct or authorize investigations into any matters within the scope of the powers and responsibilities delegated to the
Committee.

IV. Powers and Responsibilities
Interaction with the Independent Auditor

1. Appointment and Oversight. The Committee shall be directly responsible for the appointment, compensation, retention and oversight of the
work of the independent auditor (including resolution of any disagreements between Company management and the independent auditor
regarding financial reporting) for the purpose of preparing or issuing an audit report or related work or performing other audit, review or
attestation services for the Company, and the independent auditor shall report directly to the Committee.

2. Pre-Approval of Services. Before the independent auditor is engaged by the Company or its subsidiaries to render audit or non-audit services,
the Committee shall pre-approve the engagement. Committee pre-approval of audit and non-audit services will not be required if the engagement
for the services is entered into pursuant to pre-approval policies and procedures established by the Committee regarding the Company s
engagement of the independent auditor, provided the policies and procedures are detailed as to the particular service, the Committee is informed
of each service provided and such policies and procedures do not include delegation of the Committee s responsibilities under the Exchange Act
to the Company s management. The Committee may delegate to one or more designated members of the Committee the authority to grant
pre-approvals, provided such approvals are presented to the Committee at a subsequent meeting. If the Committee elects to establish
pre-approval policies and procedures regarding non-audit services, the Committee must be informed of each non-audit service provided by the
independent auditor. Committee pre-approval of non-audit services (other than review and attestation services) also will not be required if such
services fall within available exceptions established by the SEC.

3. Independence of Independent Auditor. The Committee shall, at least annually, review the independence and quality control procedures of the
independent auditor and the experience and qualifications of the independent auditor s senior personnel that are providing audit services to the
Company. In conducting its review:

(1) The Committee shall obtain and review a report prepared by the independent auditor describing (a) the auditing firm s internal quality-control
procedures and (b) any material issues raised by the most recent internal quality-control review, or peer review, of the auditing firm, or by any
inquiry or investigation by governmental or professional authorities, within the preceding five years, respecting one or more independent audits
carried out by the auditing firm, and any steps taken to deal with any such issues.

(i1) The Committee shall ensure that the independent auditor prepare and deliver, at least annually, a written statement delineating all
relationships between the independent auditor and the Company, consistent with Independence Standards Board Standard 1. The Committee
shall actively engage in a dialogue with the independent auditor with respect to any disclosed relationships or services that, in the view of the
Committee, may impact the objectivity and independence of the independent auditor. If the Committee determines that further inquiry is
advisable, the Committee shall take appropriate action in response to the independent auditor s report to satisty itself of the auditor s
independence.

(iii) The Committee shall confirm with the independent auditor that the independent auditor is in compliance with the partner rotation
requirements established by the SEC.

(iv) The Committee shall, if applicable, consider whether the independent auditor s provision of any permitted information technology services or
other non-audit services to the Company is compatible with maintaining the independence of the independent auditor.

A-3
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Annual Financial Statements and Annual Audit
4. Meetings with Management, the Independent Auditor and the Internal Auditor.

(1) The Committee shall meet with management, the independent auditor and the internal auditor, if any, in connection with each annual audit to
discuss the scope of the audit, the procedures to be followed and the staffing of the audit.

(i1) The Committee shall review and discuss with management and the independent auditor: (A) major issues regarding accounting principles
and financial statement presentations, including any significant changes in the Company s selection or application of accounting principles, and
major issues as to the adequacy of the Company s internal controls and any special audit steps adopted in light of material control deficiencies;
(B) any analyses prepared by management or the independent auditor setting forth significant financial reporting issues and judgments made in
connection with the preparation of the Company s financial statements, including analyses of the effects of alternative GAAP methods on the
Company s financial statements; and (C) the effect of regulatory and accounting initiatives, as well as off-balance sheet structures, on the
Company s financial statements.

(iii) The Committee shall review and discuss the annual audited financial statements with management and the independent auditor, including
the Company s disclosures under Management s Discussion and Analysis of Financial Condition and Results of Operations.

5. Separate Meetings with the Independent Auditor.

(1) The Committee shall review with the independent auditor any problems or difficulties the independent auditor may have encountered during
the course of the audit work, including any restrictions on the scope of activities or access to required information or any significant
disagreements with management and management s responses to such matters. Among the items that the Committee should consider reviewing
with the independent auditor are: (A) any accounting adjustments that were noted or proposed by the auditor but were passed (as immaterial or
otherwise); (B) any communications between the audit team and the independent auditor s national office respecting auditing or accounting
issues presented by the engagement; and (C) any management or internal control letter issued, or proposed to be issued, by the independent
auditor to the Company. The Committee shall obtain from the independent auditor assurances that Section 10A(b) of the Exchange Act has not
been implicated.

(i1) The Committee shall discuss with the independent auditor the report that such auditor is required to make to the Committee regarding:

(A) all accounting policies and practices to be used that the independent auditor identifies as critical; (B) all alternative treatments within GAAP
for policies and practices related to material items that have been discussed among management and the independent auditor, including the
ramifications of the use of such alternative disclosures and treatments, and the treatment preferred by the independent auditor; and (C) all other
material written communications between the independent auditor and management of the Company, such as any management letter,
management representation letter, reports on observations and recommendations on internal controls, independent auditor s engagement letter,
independent auditor s independence letter, schedule of unadjusted audit differences and a listing of adjustments and reclassifications not
recorded, if any.

(iii) The Committee shall discuss with the independent auditor the matters required to be discussed by Statement on Auditing Standards No. 61,
Communication with Audit Committees, as then in effect.

6. Recommendation to Include Financial Statements in Annual Report. The Committee shall, based on the review and discussions in paragraphs
4(iii) and 5(iii) above, and based on the disclosures received from the independent auditor regarding its independence and discussions with the
auditor regarding such independence pursuant to subparagraph 3(ii) above, determine whether to recommend to the Board that the audited
financial statements be included in the Company s Annual Report on Form 10-K for the fiscal year subject to the audit.
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7. Meetings with Management, the Independent Auditor and the Internal Auditor. The Committee shall review and discuss the quarterly financial
statements with management and the independent auditor, including the Company s disclosures under Management s Discussion and Analysis of
Financial Condition and Results of Operations.

Other Powers and Responsibilities
8. The Committee shall review all related party transactions on an ongoing basis and all such transactions must be approved by the Committee.

9. The Committee shall discuss with management and the independent auditor any correspondence from or with regulators or governmental
agencies, any employee complaints or any published reports that raise material issues regarding the Company s financial statements, financial
reporting process, accounting policies or internal audit function, if any.

10. The Committee shall discuss with the Company s chief legal officer, if any, or outside counsel any legal matters brought to the Committee s
attention that could reasonably be expected to have a material impact on the Company s financial statements.

11. The Committee shall request assurances from management, the independent auditor and the Company s internal auditors, if any, that the
Company s foreign subsidiaries and foreign affiliated entities, if any, are in conformity with applicable legal requirements, including disclosure
of affiliated party transactions.

12. The Committee shall establish procedures for the receipt, retention and treatment of complaints received by the Company regarding
accounting, internal accounting controls or auditing matters. The Committee shall also establish procedures for the confidential and anonymous
submission by employees regarding questionable accounting or auditing matters.

13. The Committee shall provide the Company with the report of the Committee with respect to the audited financial statements required by
Item 306 of Regulation S-K, for inclusion in each of the Company s annual proxy statements.

14. The Committee shall at least annually perform an evaluation of the performance of the Committee and its members, including a review of
the Committee s compliance with this Charter.

15. The Committee shall at least annually review and reassess this Charter and submit any recommended changes to the Board for its
consideration.
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