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PART |
ITEM 1. BUSINESS
FORWARD-LOOKING STATEMENTS AND RISK FACTORS

In addition to the historical information containiecthis report, this report contains forward-laagistatements within the meaning of Section
27A of the Securities Act and Section 21E of thelange Act that involve risks and uncertaintiest &atual financial and operating results
could differ materially from our expectations. Fastthat could cause or contribute to these diffees include uncertainties related to future
sales of our products and uncertainties relatingitdcal results and regulatory approval of ounguct candidates, as well as the factors listed
under "Risk Factors" beginning on page 26 of thjsort.

GENERAL

Gilead Sciences, Inc. is an independent biopharutimed company that seeks to provide acceleratkdisns for patients and the people who
care for them. We have a broad-based focus on ajgingl and marketing drugs to treat patients wifadtious diseases, including viral
infections, fungal infections and bacterial infeos, and a specialized focus on cancer. We alse é&gyertise in liposomal drug delivery
technology, a technology that we use to developggithat are safer, easier for patients to tolexatemore effective.

Within our focus areas, we have developed four petsdthat have been approved by the U.S. Food angl Rdministration (FDA). We also
have five product candidates in human clinicaldriancluding two that are in "Phase IlI" advanadidical trials. In addition, we continually
seek to develop or acquire rights to additionabpais, compounds and technologies to treat disdasagdich no therapies exist or for which
patients and the medical community have demandecdane improved therapies.

Developing and selling drugs is a very difficultsiness. We discuss many of the factors that magettifficult business under the caption
"Risk Factors" beginning on page 26. Perhaps th& ctwllenging aspect of our business is the caxmglgulatory environment that we
operate in. Before we can sell a drug, we mustiolataubstantial amount of data about the druggmrous clinical trials. The FDA and
regulatory authorities in other countries then eéawthe data generated from these trials. The FORtlhese other regulatory authorities will
not approve a drug if they believe that it is rafesenough, or effective enough, if they believeaitnot be properly manufactured, or if they
believe that our clinical trails are unreliable addition, our approved drugs are subject to ekterangoing regulation.

We have been researching and developing drugs @boporate headquarters in Foster City since veaine a company in 1987 and began
selling our first commercial product, VISTIDE-Regised Trademark-, in June 1996. In July 1999, vestantially increased the size of our
organization when we combined with NeXstar Pharmtcals, Inc. in a stock-fostock merger. Today we have four commercial prasiant
research and development facilities in Foster @gljfornia, Boulder, Colorado, San Dimas, Califarand Cambridge, U.K. We also have
manufacturing operations at our San Dimas facditd in Ireland, and sales and marketing operatiotise United States, Europe and
Australia.

OUR MARKETED PRODUCTS
The products we have developed that are commareiadlilable include:
- AmBisome-Registered Trademark-: A drug for tnegtand preventing life-threatening fungal infectipn

- Tamiflu-TM-: A drug for treating influenza;



- VISTIDE: A drug for treating CMV retinitis in AlS patients; and
- DaunoXome-Registered Trademark-: A drug for trepAIDS-related Kaposi's sarcoma.

How these products are sold, and the uses or ‘atidits” that they are approved for, varies withhgaoduct and in each country or region
where they are sold.

In 1999, we earned revenues of approximately $1801®n from sales of these products. Of this ampsales of AmBisome generated
aggregate product sales and royalty revenues gbzippately $137.5 million, or 81% of our total rewees. Hoffmann-La Roche, our
corporate partner who sells Tamiflu, did not beggtiing Tamiflu until November 1999. We expect thatalty revenues we earn from sale
Tamiflu in 2000 will decrease the percentage oftotal revenues from sales of AmBisome, althouglcamnot predict with any certainty
what our actual revenues from either AmBisome anifla will be in 2000. We do, however, expect thetenues from sales of AmBisome
will continue to constitute a substantial majofyour total revenues in 2000.

AMBISOME

AmBisome is a liposomal formulation of amphoteriBinAmphotericin B is a powerful antifungal agemat is well known for its ability to
attack and kill a broad variety of lifidtreatening fungal infections but also has sergds effects, including kidney toxicity. The patiemos!
likely to suffer from these fungal infections amipnts with weakened immune systems includingsfrkamt patients, patients infected with
the HIV virus, and cancer patients undergoing chtberapy. By delivering amphotericin B in our pregtary liposomal formulation, studies
show that AmBisome reduces the rate and severitydokey toxicity and injectiomelated reactions, and allows these patients wivedighe
and more effective doses of amphotericin B.

We sell AmBisome in 40 countries, including the tddiStates, all of the European Union, most oféist of Europe and several countries in
Latin America and Asia. AmBisome is primarily uded treating patients who are known to have lifestitening fungal infections.
AmBisome is also approved in the United Statesrand other countries to treat patients who, becafisertain symptoms, are presumed to
have fungal infections. In addition, AmBisome ipegved in four countries as a precautionary treatrfer preventing fungal infections in
liver transplant patients, and is approved fortingga rare parasitic infection called viscerashenaniasis in several countries. In 16 of the
countries where we sell AmBisome, including thetBdiStates, we are authorized to promote AmBisareefast choice for treating patients
who are known to have a fungal infection--a "flnse therapy". In the other 24 countries, we proen@imBisome for use after traditional
amphotericin B therapy fails or when traditionalgtericin B cannot be used--a "second line thefapy

In the United States, we co-promote AmBisome witfigawa Healthcare through our domestic sales f@dece agreement with Fujisawa
entitles us to a percentage of revenues genenatedthese sales and provides that Fujisawa purshas@isome from us at our
manufacturing cost. See "Collaborative Relationshujisawa". In the major European countries andustralia, we sell AmBisome
through our international sales force. We alsoAgiBisome through independent distributors in a hanof countries in Europe, Latin
America and Asia. Our corporate partner, Sumitonag, filed an application requesting approval of AsoBhe in Japan. We gave Sumitomo
the exclusive right to sell AmBisome in Japan amdild receive a percentage of any revenues thatrdesive from those sales. See
"Collaborative Relationships--Sumitomo." Most ofr sales of AmBisome are in Europe and we expesttthbe the case for the foreseeable
future. In most significant European countries,sg AmBisome in the currency of that country amd evenues could therefore be
decreased if the value of the U.S. Dollar weredoréase relative to these other currencies.



Traditional amphotericin B is the most significaoimpetition for AmBisome. In many countries, AmBis® cannot be prescribed until
traditional amphotericin B therapy has failed onmat be used. In addition, there are other lipideoformulations of amphotericin B that
compete with AmBisome and there are other prodagitsg developed that are likely to compete with AstBne in the future. The most
significant lipid-based amphotericin B product thatrently competes with AmBisome is Abelcet, agdsold by The Liposome Company.
The Liposome Company recently announced that itheilacquired by Elan Corporation, a company wigificantly greater resources than
we have. Traditional amphotericin B is significgritss expensive than AmBisome, and Abelcet is lals® expensive than AmBisome.
Fujisawa recently completed a multicenter stud244d patients comparing AmBisome to Abelcet. Thislgtshowed that in neutropenic
cancer patients with unresolved fever (cancer piieith low white blood cell counts and continufiegers), AmBisome was significantly
safer than Abelcet yet was equally effective. TB&as reviewed this study and has allowed Fujisemiaclude this comparative data in
their labels for AmBisome sold in the United Sta¥&e cannot be certain, however, that the medizadnounity will accept the results of this
study or that the study will improve the compe#tposition of AmBisome. See "Competition."

OTHER POTENTIAL USES FOR AMBISOME
AmBisome is also being studied for the followinggmttial uses:

- Fujisawa has completed Phase Il clinical trfalstreating acute cryptococcal meningitis in Alp&tients and has requested approval from
the FDA for this use. We have filed for approvalfehBisome for this use in France.

- Fujisawa is studying AmBisome in Phase Il clihicgals for treating "Histoplasmosis" a rare fuhgdection that affects persons with
compromised immune systems and is most commoreimitlwestern United States. The results of thidystwhich showed that AmBisome
was safer and more effective than traditional artgati@n B in achieving certain clinical end points]l be presented to the FDA and
published.

We cannot be certain that any of these studiesb@ibuccessful or that the FDA or any other reguyadgencies will approve AmBisome for
these other potential uses.

TAMIFLU

Tamiflu is an orally administered pill for the ttegent of influenza A and B that was approved byRB& on October 27, 1999. Tamiflu is in
a new class of drugs called neuraminidase inhibitoat act by disabling all common strains of foevfrus and preventing the virus from
spreading in a patient. As approved by the FDA,wtiaden twice daily for five days starting withiB HBours of initial symptoms, studies
show that Tamiflu reduces the duration of the ffan average of 1.3 days. Tamiflu also reducesdherity of flu symptoms and the
incidence of secondary infections. Tamiflu is ap@abfor this use in adult patients with uncomplkchinfluenza. The most common side
effect associated with Tamiflu is mild nausea aonhiing.

Hoffmann-La Roche, our corporate partner who dgxadoTamiflu with us and who has the exclusive rigrgell Tamiflu, began selling
Tamiflu in the United States in November 1999. IayM 999, Hoffmann-La Roche submitted a Marketinghtisation Application to the
European Commission seeking to have Tamiflu apgtaveler the centralized procedure in the Europedan We cannot be certain if or
when this application will be approved. We receavgercentage of the net revenues that Hoffmanndch&generates from sales of Tamifiu.
See "Collaborative Relationships--Hoffmann-La Rothe

There are several products that have been avatalieat the flu for some time, but they havelmetn shown to be as effective or safe as
neuraminidase inhibitors. Relenza, an anti-flu dsalgl by



Glaxo Wellcome, is the only other neuraminidaseéhidr that has been approved by the FDA. This dwigjch is delivered as an inhaled
powder, is direct and significant competition fariiflu. Tamiflu currently is the only FDApproved neuraminidase inhibitor that is avail:
in a pill and we believe that this method of defjvgives Tamiflu a competitive advantage over RedeWe are aware, however, that Johr
& Johnson is developing a neuraminidase inhibhat has the potential to be delivered as a ondg-pili When and if Johnson & Johnson
receives approval for this product, it will alsodiieect and significant competition for Tamiflu.eS&€Competition."

OTHER POTENTIAL USES FOR TAMIFLU
Tamiflu is also being studied for the following paotial uses:

- Hoffmann-La Roche is evaluating Tamiflu in elgeplatients aged 65 and older as well as in chiltetween the ages 1-12. The results of
the study of Tamiflu in elderly patients and chédthave been similar to the results of the studiedving adults ages 18-65.

- Hoffmann-La Roche is studying Tamiflu as a preaémne medicine--a pill that a healthy person cdaake to prevent the flu. This study has
shown that people in the study groups who haventdlkeniflu are less likely to become infected witle flu than people in the study groups
who have not taken Tamiflu.

Drugs tend to have different affects on peopleiffeent age groups and it is possible that the Riil\have different criteria to approve
Tamiflu for these uses. We cannot be certain tlaatiffu will be approved for any of these additionaks.

Tamiflu is not being marketed as an alternativinfioenza vaccinations. Even if Tamiflu is approwasia method to prevent infection with
flu virus, influenza vaccinations will remain theogt effective method of preventing the flu.

VISTIDE

VISTIDE is an antiviral medication for the treatmef CMV retinitis in patients with AIDS. CMV retitis is a condition caused by a viral
infection (cytomegalovirus or CMV) that is characted by lesions that form on a patient's retins@isTTondition affects persons with
weakened immune systems and is most common impgtigth AIDS. If left untreated, CMV retinitis cdead to blindness. VISTIDE was
approved by the FDA in June 1996 and by the Eunopegulatory authorities in May 1997 based on ctihtrials demonstrating that the drug
delays the progression of CMV retinitis lesionsmi@wly diagnosed patients, and in previously treptgibnts who had failed other therapies.

We sell VISTIDE in the United States primarily thigh our sales force of therapeutic specialistss&epecialists promote VISTIDE through
direct contact with physicians, hospitals, cliniasd other healthcare providers who are involvethéntreatment of patients with CMV
retinitis. We also sell VISTIDE to wholesalers apkcialty distributors who sell the product in thaited States to healthcare providers. See
"Marketing and Sales." Outside the United Statbsriacia & Upjohn has the exclusive right to seBVIDE. Pharmacia & Upjohn

currently sells VISTIDE in all 15 countries of tBeiropean Union as well as 7 other countries througthe world and is seeking clearanc
sell VISTIDE in Colombia, Mexico and New ZealandhaPmacia & Upjohn pay to us a percentage of angnmees it generates from sales of
VISTIDE. See "Collaborative Relationships--Pharraa&iUpjohn."

There are several other products that competeWgT IDE. Ganciclovir, which is sold by Roche Labtides, is the most widely prescribed
drug treatment for CMV retinitis. Ganciclovir isailable in injectable and oral formulations, and tral formulation is approved for both
preventing and treating CMV retinitis. There isevide that is marketed by Bausch & Lomb Incorpatdteat is implanted in a patient's
infected eye and releases ganciclovir directhhtinfected area. In addition, AstraZeneca sellsj@ctable drug for the treatment of CMV
retinitis called foscarnet, and CibaVision sells a



CMV retinitis drug called formivirsen, that is imjed directly into the eye. There also are drugdiiical development for the treatment of
CMV retinitis that would compete with VISTIDE if ély are approved. We believe that VISTIDE has coitipetadvantages over existing
products, including dosing convenience and effectdss, but we can't be certain that we will be essgfal in maintaining or increasing
VISTIDE's share of the declining CMV retinitis tte@ent market. See "Competition." The CMV retinitiarket has been declining in recent
years due to the success of combination antiretbglrug therapies in treating H-infected patients.

The most significant side effect associated withuke of VISTIDE is kidney toxicity. Due to thiglsieffect, certain precautions must be
taken when VISTIDE is used, and in certain circiamses VISTIDE may not be used. Each time VISTIDgiven to a patient, the patient
must first be tested for warning signs of kidneyiciy. If the patient does not have warning sigfi&idney toxicity, VISTIDE may be given
to that patient but only in combination with centablutions that reduce the possibility of kidnexitity. In addition, VISTIDE may not be
given to patients who are receiving other drugs ¢ha cause kidney toxicity. Patients who are reagiother drugs that are known to cause
kidney toxicity must discontinue taking those dragsl then wait seven days before using VISTIDEdrain animal studies, cidofovir, the
active ingredient in VISTIDE, has caused canceesihside effects and dosing limitations are a ctithgedisadvantage of VISTIDE.

In August 1994, we entered into a license and suagteement with Bausch & Lomb. This agreement igiex¥'that Bausch & Lomb would
develop and have the right to market an eye dropdtation of cidofovir for the potential treatmeoftcertain infections of the eye. This
agreement and the related funding was terminatdidopgch & Lomb in December 1999 because Bauschr&ld did not believe they were
achieving their performance objectives. We arewatig this use of cidofovir but have not yet detieied if we will continue this
development ourselves, seek a partner for thisldpreent or terminate this program.

We have an exclusive, worldwide license to patghtts and related technology for cidofovir from IBREGA, and are obligated to pay a
percentage of any revenues from sales of VISTID&ngrother products containing cidofovir to IOCB/RE. See "Collaborative
Relationships--

IOCB/REGA."

DAUNOXOME

DaunoXome is a liposomal formulation of the antim@magent daunorubicin. We have received approvsgii DaunoXome in the United
States, Canada and 22 other countries as a priffiatyiine” therapy for treating patients who serffrom HIV-associated Kaposi's sarcoma.
Kaposi's sarcoma is a disease characterized byynddeseminated lesions in the skin, mucous mengsaymph nodes and viscera that can
be life threatening for patients suffering from AD

DaunoXome uses our proprietary liposomal technotogyeliver safer and more effective doses of deuioin to the disease site. Studies
have shown that DaunoXome may actually locate andraulate in the patient's tumor and allow a patemeceive higher concentrations of
daunorubicin at the disease site than could bdraatavith an equivalent dose of non-liposomal daubizin.

DaunoXome is marketed in the United States andaabpy our therapeutic specialists and, in certaiaiin countries, by distributors. The
number of HIV-infected patients who develop Kamosédrcoma has declined in recent years due taitteess of combination therapies in
treating HIV patients. This has reduced the ovesiak of the potential market for drugs that, lixeanoXome, treat these patients.

DaunoXome is also being studied for other potenisals in other forms of cancer including a Phasérlical trial for certain forms of
leukemia. We cannot be certain that any of thasdiest will be successful or that DaunoXome will ielve approved for any additional uses.
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PRODUCTS IN LATE STAGE CLINICAL TRIALS

We have two product candidates in large, late-stagean clinical trials:

tenofovir DF for treating patients with HIV; andefdvir dipivoxil for treating patients with hepasitB. If these Phase lll clinical trials are
successful, we will apply with the FDA and othergign regulatory agencies for approval to sell éghaégigs. We cannot determine with any
certainty whether or not any of these clinicallsriaill be successful and, if they are successfiether or not the FDA or any other regula
agencies will approve either of these drugs forketimg.

TENOFOVIR DISOPROXIL FUMARATE

In September 1999, we presented results from oaséh clinical trial of tenofovir DF. This studya&uated the safety and effectiveness of
three doses of tenofovir DF in combination witheathilV drugs in 189 patients who had been takirgeoHIV drugs. This randomized,
placebo controlled, double blind trial* showed tHatlowing 24 weeks of treatment, higher doseteabfovir DF were associated with lower
levels of the HIV in a treatment-experienced patmpulation. The study also showed that 24 weéksing with tenofovir DF did not
result in an increase of serious adverse eventpad to dosing with placebo. The following chadvides more detail regarding the data
that was obtained through the 24-week period:

AFFECT ON VIRAL

LEVELS IN BLOOD STATISTICAL SIGNIFICANCE
(AVERAGE % CHANGE ( COMPARING VIRAL LOAD CHANGES  PERCENTAGE OF PAT IENTS
BETWEEN BASELINE ON TENOFOVIR TO THOSE ON  EXPERIENCING SERIOUS  ADVERSE
DOSE AND 24 WEEKS) PLACEBO) 1 EVENTS

Placebo (no drug)........... 34% Reduction Not Applicable 11%

T5 MG, 64% Reduction P=0.014 2%

jESTOI oo P 60% Reduction P=0.001 12%

300 M. 80% Reduction P=0.001 6%

1 A smaller number indicates that the results lgreater statistical significance (reliability). general, results begin to have reliability when
they are less than 0.05.

Based on these promising results, in November ¥89Began enrolling patients in a 48-week randomipktebo controlled double blind
Phase llI clinical trial of a 300 mg dose of tenofdF as a component of combination therapy. Tiié, which is expected to enroll a tota
600 treatment- experienced patients** at nearlgi?és in the United States, Europe and Austradidesigned to provide us with conclusive
data regarding the safety and effectiveness offd@irdDF. If this data is favorable, it will, toga¢r with data from other late stage clinical
trials, form the basis of a marketing applicatiathvthe FDA. We cannot be certain that the resaflisur Phase 111 clinical trials will be the
same as the Phase Il clinical results, particulgiten the much larger patient base and longemndqgsériod. In addition, even if these data
appear favorable to us, the FDA could reject oyiagtion for a number of reasons including if theguire a higher level of safety or
effectiveness, or more data than we anticipated,tbey disagree with our design or interpretatidrthese trials.

* Randomized means that the patients were randdiigied into four dosing groups and were not selé¢bd be in a particular group. This
ensures that the selection process does not #ffecesults. Placebo controlled means that onleesfet groups received a placebo (a non-
therapeutic substitute) instead of the drug. Thisws us to evaluate the health of a patient wheireed the drug versus a patient who did not
receive the drug. Double blind means that neithemhysician nor the patient were made aware gbénécular group that the patient was in.
This ensures that the results within each groumaténfluenced by any knowledge of the physiciathe patient regarding which group the
patient is in.

**The patients we enroll in this trial have HIV RNAvels between 400 and 1,000 copies/ml and hawetaized a stable antiretroviral
regimen of not more than three antiretroviral agdot at least 8 weeks.
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One of the major challenges in treating HIV-infecpatients is drug resistance. Because many axiséing therapies for treating HIV and
AIDS rely on similar drug processes, patients wheehdeveloped a resistance to one drug often dewetesistance to other drugs within its
class. We believe that tenofovir DF, if eventuapproved by the FDA, could be a very important dargreatment-experienced patients
because available data has shown that patientstditemelop rapid resistance to tenofovir DF and thiaofovir DF is effective in treating
patients who have developed resistance to othesyles. Current data also show that tenofovir DEsdwot cause patients to develop
resistance to currently available therapies. Wegthe certain, however, that the resistance datemay obtain from the much broader and
longer term Phase IlI clinical trials, which are tthata the FDA will consider, will show similar igance characteristics to the data we
obtained from the more limited and shorter Phaséirical trials.

Another major concern in HIV treatment is conves&of dosing. The combination therapies that avénlyea very positive impact on the
health of HIV-infected patients require these pati¢o take numerous different drugs. Some of tesgs require multiple doses every day
taken by injection and many have food and timirsirietions. This results not only in discomfort andonvenience for patients, but also
contributes to patients missing doses or not adbed their therapy. We believe that nucleotidd@mazes, like tenofovir DF, can be
administered in a once-daily oral pill without forektrictions, a dosing form and schedule that beayery appealing to HIV patients and
their physicians.

OTHER POTENTIAL USES FOR TENOFOVIR DF
Tenofovir DF is also being studied for the follogipotential uses:

- The National Institutes of Health (NIH) is evalingtthe use of intravenous tenofovir DF to prevesmismission of HIV from a mother to t
unborn child; and

- The NIH is evaluating a form of tenofovir DF irnt@pical gel to prevent sexual transmission oftihé virus.
We cannot be certain that these studies will beessful or that tenofovir DF will be approved fordtment of HIV or these other uses.

In December 1999, we discontinued developing adettpivoxil for treating HIV-infected patients. This decision followed a recomdagior
by an FDA Advisory Panel not to approve a 60 mgedufsadefovir dipivoxil for treating HIV due primérto concerns of kidney toxicity that
developed late in the trials, as well as a desiradlditional evidence of treatment benefits. TeawfDF has a structure and activity very
similar to adefovir dipivoxil. While tenofovir DFds not been associated with kidney toxicity anddmasvn superior treatment benefits in our
Phase Il clinical trials, we cannot be certain thatkidney toxicity issues that occurred in theratages of the Phase Ill clinical trials for
adefovir dipivoxil will not arise in the Phase dlinical trials for tenofovir DF or that we will &teve adequate treatment benefits.

We have an exclusive, worldwide license to patghtts and related technology for tenofovir DF fra@CB/REGA, and would be obligated
to pay a percentage of any revenues from salemnofdvir DF to IOCB/REGA. See "Collaborative Retaiships--IOCB/REGA."

ADEFOVIR DIPIVOXIL FOR HEPATITIS B

Hepatitis B is a highly contagious viral infectithat can cause acute liver failure. Some patiesngldp a chronic infection which over many
years can lead to complications (such as cirrtersiscancer) that can lead to death. The CenteBi$ease Control and Prevention estimi
that there are approximately 350 million peopleldwide who are infected with chronic hepatitis B¢luding 1.25 million people in the
United States. Adefovir dipivoxil is a nucleotideatogue reverse



transcriptase inhibitor with a structure similatéomofovir DF. Adefovir dipivoxil disables the heitis B virus by interfering with the activity
of certain enzymes that are necessary for the iisgatvirus to replicate. In randomized, doubl&ntd| placebo controlled Phase Il clinical
trials, a 30 mg dose of adefovir dipivoxil redudbd median hepatitis B viral load by over 99%.

We have two separate Phase lll clinical trialsvialeate the safety and effectiveness of adefoypivdkil in 10 mg and 30 mg orally-
administered pills for treating patients with chimhepatitis B infection. Both of our Phase lllilsavere designed as randomized, double
blind, placebo controlled studies and are beinglooted at clinical sites in the United States, @an&urope, Australia and Southeast Asia.
One of these trials, which is fully enrolled with5patients, is evaluating adefovir dipivoxil foeating patients who test positive for the
hepatitis B "e" antigen, the most common type qfdtitis. The other trial, which is evaluating adefalipivoxil for treating patients with a
type of hepatitis B known as "precore mutant hejsdsi," began enrolling patients in January 2000 isrexpected to enroll approximately
180 patients by June 30, 2000. Precore mutant itisgais most common in countries of Southeast/sid the Mediterranean where
evidence suggests that it infects approximatel3@% of all hepatitis B patients.

A vaccine is available that can prevent the trassion of hepatitis B, but it does not cure patievite become infected with the virus. It is
expected that as this vaccine becomes more wideljable, the incidence of hepatitis B will sigiiintly decrease. Existing therapies for
treating patients who are infected with hepatitim&ude the drugs Epivir-HBV (a form of lamivuditigat is sold by Glaxo Wellcome) and
Intron-A (a form of alpha interferon that is solg 8chering Plough). Epivir-HBV is an orally-admitgiged drug that prevents the virus from
replicating in patients. Intron-A is an injectableug that can provide a reduction in the amounirefs in the blood of some patients, but is
often associated with side effects. We believeiftthe FDA approves adefovir dipivoxil, Epivir-HBWould be its most significant
competition. Of course we cannot be certain thaf@dr dipivoxil will be approved for the treatmeoit hepatitis B and we cannot determir
adefovir dipivoxil would be competitive with EpiviiBV. See "Competition."

As is the case with HIV, drug resistance is a serjgroblem with drugs that treat hepatitis B. Aablié data has shown that hepatitis B pat
do not develop rapid resistance to adefovir dipivard that adefovir dipivoxil is effective in triédag patients who have developed resistance
to other therapies, including Epivir-HBV. Currergtd also show that adefovir dipivoxil does not eapatients to develop resistance to
currently available therapies. We believe thatrséstance profile of adefovir dipivoxil could ma&eefovir dipivoxil an important drug for
treating chronic hepatitis B infection. We cannetdertain, however, that the resistance data weabtin from the much broader and longer
term Phase lll clinical trials on adefovir dipivowill also show these resistance characteristics.

As described above under tenofovir DF, we discartihdevelopment of 60 mg doses of adefovir dipivmxitreatment of HIV due to safety
and benefit concerns from the FDA. Studies havevehtbat adefovir dipivoxil is more effective agditise hepatitis B virus than against the
HIV virus, allowing us to use lower doses that haweshown significant kidney toxicity in our claal trials. We have no clinical data
demonstrating the safety or benefits of the 10 wgpdf adefovir dipivoxil for hepatitis B and wenoat be certain that the broad, long term
studies of adefovir dipivoxil at 10 mg and 30 mge® will demonstrate, to the satisfaction of théARIDd other regulatory agencies, that
adefovir dipivoxil can be a safe and effective tmeant for chronic hepatitis B.

Hepatitis B is most common in China and Southeas\countries. We do not have regulatory expedisaarketing capacity in these
countries. Therefore, our potential revenues fraefavir dipivoxil for chronic hepatitis B will depel on our ability to establish a
collaborative relationship with a corporate partftgrthese activities. We cannot be certain thatwilebe able to enter into a collaborative
relationship for these activities or that the tewhany such relationship will be favorable
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to us. It is also difficult to protect patents Irese countries and we could be adversely affetied were unable to obtain adequate patent
protection for adefovir dipivoxil in China and Sheast Asia.

We have an exclusive, worldwide license to patghtts and related technology for adefovir dipivdrdm IOCB/REGA, and would be
obligated to pay a percentage of any revenues $aes of adefovir dipivoxil to IOCB/REGA. See "Ciibrative Relationships--
IOCB/REGA."

OTHER PRODUCTS IN DEVELOPMENT
NX 211

NX 211 is a liposomal formulation of lurtotecan, amt-cancer compound developed by Glaxo Wellcome. Gl&rticome granted to us the
exclusive right to develop and commercialize NX 2dlthough Glaxo Wellcome can elect to participatthis development and
commercialization at certain specified times duttimg development process. See "Collaborative Relstips--Glaxo Wellcome--NX 211."

Prior to granting us these development and commération rights, Glaxo Wellcome conducted Phag#itiical trials on non-liposomal
lurtotecan as a treatment for various forms of eanthese Phase Il clinical trials showed thabl@tan has anti-cancer activity but we
believe that Glaxo Wellcome did not continue punguilevelopment of non-liposomal lurtotecan becdlusg were not convinced that these
Phase Il clinical trials showed sufficient treatrmbeanefits at safe doses when compared to othdehbieaanti-cancer agents. We entered into
the development and commercialization relationshith Glaxo Wellcome because we believe that byveeiing lurtotecan in a liposome, we
may be able to increase the treatment benefitsrtaftecan and give patients doses that are bothasaf effective.

We have completed a number of preclinical experisirat indicate that NX 211 can increase the gaiet treatment benefit profile of
lurtotecan. Based upon these preclinical experisjeme are currently conducting three Phase | dinitals on NX 211 in the Netherlands,
Canada and the United States to determine theysaidtpharmaceutical characteristics of NX 211.akjeect that the data from these trials
will be available during 2000. If these Phase nickl trails show sufficient safety at doses thathvelieve could provide significant treatment
benefits, we would commence Phase Il clinical ¢rizl NX 211 to evaluate NX 211 in ovarian cancet amall-cell lung cancer and
potentially other cancer types. We cannot accurgteddict the outcome of these clinical trials.

Lurtotecan is in a class of compounds called cathptins. These compounds work by disrupting ascability to use "topoisomerase I," an
enzyme that is required for cells to replicate d&ts show that the ability of these compounds ftaakid stop the spread of cancer cells is
directly related to the length of time that cancelis are exposed to the compound. We believebth&rmulating lurtotecan in a liposome,
may be able to increase its time of exposure anlgatment benefits.

MIKASOME

MiKasome is a liposomal formulation of amikacin,amtibiotic that is highly effective in treatingrsmis bacterial infections, but is associated
with serious side effects such as kidney failuegring loss and loss of balance. By encapsulatimigazin in a liposome, we hope to
significantly improve its safety, reduce requirexsithg, increase its potency and permit its usaforoader range of infections. We are
evaluating MiKasome in Phase Il clinical trialsaapotential treatment for complicated urinary tiaétctions, as well as other infections that
are difficult to treat with ordinary antibioticd.ik too early for us to determine if these Phasdidical trials will show that MiKasome can be
a safe and effective treatment for these diseases.



NX 1838

NX 1838 is an aptamer that we identified with otogrietary SELEX technology. We have studied NX888Phase | clinical trials as
treatment for ageelated macular degeneration (AMD). AMD is a digetimt causes loss of vision, and is the singldimgacause of blindne
in the United States and in other developed coemairound the world.

In medical studies, NX 1838 has shown the abititattach to a protein associated with AMD and pn¢teat protein from causing AMD.
Because AMD is not within our strategic focus, we eurrently seeking a collaborative partner to plate the development of and to
commercialize NX 1838. It is our intention to grantollaborative partner the exclusive right toalep and commercialize NX 1838 in
exchange for the partner paying to us fees andtiegaThe partner would be responsible for alufatdevelopment of NX 1838. We cannot
be certain that we will find an appropriate partfoerNX 1838 or that NX 1838 will ever become a aoarcial product.

OUR SCIENCE

We have approximately 180 research scientists stefcCity, California, San Dimas California, Bouldglorado and Cambridge U.K. These
scientists seek to develop new compounds and téugire that we hope will lead to new drug candigaded work with existing compounds
to develop and test new drug candidates. The pyifieaus of our scientific efforts is developing geuto treat patients with infectious
diseases, including viral infections, fungal infens and bacterial infections, and cancer.

NUCLEOTIDE ANALOGUES

Our scientists are working with our proprietary gmunds known as "small molecule nucleotide analsgteedevelop treatments for viral
infections. These compounds treat viral infectibpsnterfering with the activity of certain protsithat are necessary for the virus to grow.
For example, VISTIDE, which was developed with ofithese nucleotide analogues, inhibits the agtivitcertain proteins in the
cytomegalovirus that are essential for that vicusgread. Tenofovir DF and adefovir dipivoxil areeleotide analogues and work by inhibit
the activity of reverse transcriptase, a proteicessary for replication of the HIV virus (tenofoldF) and the hepatitis B virus (adefovir
dipivoxil). Other viruses we are seeking to tresihg nucleotide analogues include the herpesvirasdgoxviruses. Several nucleotide
analogues are also being evaluated in animalscfority against cancer.

We believe that small molecule nucleotide analogaesoffer advantages as therapeutics. These adyeminclude:

- These molecules have demonstrated the abiliyottk in both infected and uninfected cells. Thisildoenable us to develop drugs that not
only treat a patient who is infected with a virbat that can also prevent a healthy person froroinétg infected in the first place; and

- Drugs developed with these molecules have beenwrsto have treatment activity in a patient fordenperiods of time than other available
drugs. This could enable us to develop drugs #rgire less frequent dosing and that are more coenefor patients.

Given the complexity of drug development, we car@tertain that any drug candidates we develdp this science will have any or all of
these advantages. And, even if we do develop dandidates with some or each of these advantage&0A and other regulatory agencies
could reject marketing approval of these drug ocdaugis for other reasons, including safety and litecmicerns.
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LIPOSOMES

We also have scientists who are focused on apphyumgdiposomal drug delivery technology to devesagfer, more effective and more
convenient drugs. A lipid is a compound that is smafiphospholipids, the basic matter that makeumadn cell walls. They are hollow
spheres into which drugs can be packed. We belieatave can influence the way compounds are refeaise distributed in the body by
placing them in liposomes. This can, in turn, imnyaréthe safety and treatment benefits of that comgoEor example, we developed
AmBisome by incorporating amphotericin B in a lipoge. Clinical studies have shown that AmBisomeveedi amphotericin B in a manner
that results in fewer side effects and improvedtirent benefits over conventional amphotericimBluding concentrating the drug at the
of the infection, extending the time the drug ramsan the blood stream to prolong the therapedtéctand reducing kidney toxicity and
injection related reactions.

Our current strategy is to use our liposome teamolvith compounds we develop internally and tontdg appropriate compounds
developed by third parties for use with this tedbgg. Compounds developed by third parties thataopriate for our technology include
those that, like amphotericin B, have proven theudip benefits but suffer from significant sideeefts, or that suffer from dosing and
administration problems. We believe that we canaisdiposomal technology to improve the safetyhafse drugs while maintaining or even
improving their therapeutic benefits.

We have identified certain generic compounds (camps that are not protected by patents) and ptapyieompounds owned by third
parties that may benefit substantially from ouo$pmal technology and have begun formulation stuliethese compounds. In addition, we
have discussed, and will continue to discuss, bofative relationships with other companies to tlgvdiposomal formulations of their
compounds. We also intend to continue internallyettping products based on our liposomal technalogy

HIV PROTEASE INHIBITORS

We are evaluating a number of small molecule comgseiknown as "protease inhibitors" for the treathoénlV. Protease inhibitors act by
interfering with the activity of protease, an enzaythat, like transcriptase, is necessary for rapiba of the HIV virus. We have conducted a
number of preclinical experiments on these compsuhdt have demonstrated awitial activity. Our scientists are trying to incessthe safe
and treatment benefits of these compounds anditeesresistance concerns with these compoundsebedmducting further preclinical
development.

ANTIBACTERIAL PROGRAM

We have developed a series of small molecule comgwthat have shown antibacterial activity in baateultured in test tubes as well as in
laboratory animal bacterial infection experimefiisese compounds have activity against certain bactacluding methicillin-resistant
STAPHYLOCOCCUS AUREUS, the bacteria responsibleniamerous hospital and community acquired infestisunch as pneumonia,
surgical wound infections, and skin and soft tisisifiections. This antibiotic resistant strain of AHYLOCOCCUS is responsible for
approximately 30% of all STAPHYLOCOCCUS AUREUS icfiens, and is more likely to cause serious illreess death because of its
antibiotic resistance. The current focus of thisgpam is to improve the potency of these compoamdistheir ability to selectively Kkill
bacteria while causing minimal toxic side effectpreclinical animal models.

ADENOSINE RECEPTOR REGULATORS

We are working with the National Institute of Diaé®, Digestive and Kidney Diseases at the Natibrsditutes of Health to study compounds
known as "adenosine receptor agonists and antagofos the treatment and prevention of neurodegine disorders (disorders of the brain
and upper spine), particularly stroke. We alsondt® evaluate the use of these compounds in
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inflammatory and allergic conditions. NIH reseamshieave developed a number of these compounds, sbwigch (A3 receptor agonists a
antagonists) have shown therapeutic benefits akstr

DRUG DISCOVERY TECHNOLOGIES

We have a technology that we call the "SELEX pret#sat is used to identify potential drug candédaflhis process works by identifying
drug compounds, known as "aptamers", that tendhib io the molecule that is causing the diseaseai&e these aptamers tend to bind to the
disease molecules, we believe that they can betféefor treating disease at low doses. We al$ievwethat the SELEX process can reduce
the time and cost of discovering and developingydandidates. NX 1838 is an example of an aptadestified with the SELEX process. ¢
"Other Products in Development--NX 1838."

MARKETING AND SALES

We established a United States sales force of ket specialists when we began selling VISTIDE®96. As a result of our merger with
NeXstar in July 1999, we also have marketing suases in the United Kingdom, Germany, Italy, Sp&nance, Portugal and Australia
marketing operation in Greece, and sales profealsidn the United States to promote and sell AmBis@nd DaunoXome. AmBisome is
also sold by Fujisawa in the United States (whesecarpromote the product) and in Canada. Pharndatipjohn promotes and sells
VISTIDE in countries outside of the United Stated #dloffmann-La Roche promotes and sells Tamiflugwbere it is sold. See
"Collaborative Relationships." On March 6, 2000, evered into a promotion agreement with The Viggcoup. Under this arrangement, our
United States therapeutic specialists will promditeo’'s HIV resistance monitoring services to Hidting physicians through the end of
2001.

Our U.S. sales force currently consists of appraxaty 30 sales representatives and five regiomatttirs who promote VISTIDE to
physicians, hospitals, clinics, and other healthgaoviders who treat AIDS patients, AmBisome tiedtious disease specialists, hospitals,
home health care providers and cancer speciaistsDaunoXome to cancer specialists and hospithks U.S. sales force is supported by a
managed care/national accounts team, and a maglaiohsales support staff of approximately 20 pebpked at our headquarters in Foster
City, California.

Our international marketing subsidiaries are easddbd by a general manager who oversees the gpsratithe market(s) served by that
subsidiary. We currently have approximately 140ppedocated mainly in Europe, including medicak@anting and human resources
personnel, who support our international salesraarketing operations. These subsidiaries alsotassibtaining regulatory approvals in the
countries where they are located.

In the United States, we also sell VISTIDE to wisalers and specialty distributors who, in turnl, thed product to physicians, hospitals,
clinics, pharmacies and other healthcare provideusside of the United States, we have agreemaeittisthird-party distributors, including
distributors in certain of the countries where we@dmarketing operations, to promote, sell andibige AmBisome and DaunoXome. These
international distribution agreements generallyvjute that the distributor has the exclusive righs¢ll AmBisome and DaunoXome in a
particular country or several countries for a sfiediperiod of time.

If tenofovir DF is approved by the FDA for treatmef HIV, a larger sales force and additional mérgresources would be required to
expand our coverage of healthcare professionasingeHIV patients. It is our current intentionrietain the commercial rights to adefovir
dipivoxil for hepatitis B in the United States areltain countries in Europe and give a marketimgnea rights to this product in Asia and the
rest of the world. If we do retain significant commial rights to adefovir dipivoxil for hepatitis &d the product is approved by the FDA, we
would need to increase our sales force and uséi@alli marketing resources to sell this product.
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The revenues we receive from sales of AmBisomeujig&wa, sales of VISTIDE by Pharmacia & Upjohn aates of Tamiflu by Hoffmann-
La Roche depend on the efforts of these market@mmers. We cannot be certain that the effortshbge partners will be successful, that our
interests and the interests of our partners willb®in conflict or that any of our partners wititrterminate their relationship with us. See
"Collaborative Relationships" and "Risk Factors."

VISTIDE is returnable in its original, unopened t@ner up to one year beyond the expiration daté damaged when received by the
customer. Our customers may return AmBisome or DXome if the shelf life has expired or if the pratiis damaged or defective when i
received by the customer. AmBisome has an apprshetd life of 36 months in the United States, im&da and most European countries.
DaunoXome has a shelf life of 52 weeks in the Wh#¢ates and 40 weeks in Canada and most Europeatries. Additionally, certain
governmental agency customers are entitled to digspand we are required to provide rebates wtdé Medicaid programs. To date,
returns, rebates and discounts have not been alatenjisawa establishes the return policy for Asine in North America and Hoffmann-
La Roche establishes the return policy for Tamiflu.

COLLABORATIVE RELATIONSHIPS

As part of our business strategy, we establistaboliations with other companies to assist in thecell development and/or
commercialization of certain of our products anddurct candidates, and to provide support for oseaech programs. We also evaluate
opportunities for acquiring products or rights togucts and technologies from other companiesateatomplementary to our business. Our
existing collaborative relationships are as follows

HOFFMANN-LA ROCHE

In September 1996, we entered into a collabora@gmeement with Hoffmann-La Roche to develop androeraialize therapies to treat and
prevent the flu. Under this agreement, we granteffiriinn-La Roche exclusive worldwide rights toddllour proprietary influenza
neuraminidase inhibitors, including Tamiflu. In ©ber 1999, the FDA approved Tamiflu for marketimgl an November 1999, Hoffmann-La
Roche began selling Tamiflu.

As of December 31, 1999, we have received liceess &nd milestone payments from Hoffmann-La Rootadiig $29.1 million relating to
the execution of this agreement and to regulatitings and approvals. Hoffmann-La Roche also funaédf the research and development
costs for Tamiflu, including reimbursement to usa6.7 million for the period from January 1, 198iugh the end of 1999. In addition,
under this agreement:

- Hoffmann-La Roche is responsible for pricing,mpading and selling Tamiflu on a worldwide basisglan

- Hoffmannia Roche pays us a percentage of its net revenorssales of Tamiflu and any other products dewedlander the collaboratio
In certain circumstances, the amount that HoffmaarRoche pays to us may be reduced by a perceofdabe cost of materials they use to
manufacture Tamiflu. We receive payments and reizegevenue from Hoffmann-La Roche in the quadofving the quarter when the
sales were made.

The agreement with Roche terminates on a countigelmtry basis as patent coverage for Tamiflu (gr @ther product that may be
developed under the agreement) expires. HoffmanRache has the right to terminate the agreemeat fwriexpiration at any time upon 12
months notice. See "Our Marketed Products--Tamiiflu.
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FUJISAWA

In 1991, we entered into an agreement with Fujispreaiding that:

- We have the exclusive right to promote and setBdsome in all countries, except the United States$ Canada;

- Fujisawa has the exclusive right to promote aibdAmBisome in Canada;

- In the United States:

- We have the right to co-promote AmBisome withigaya;

- Fujisawa has primary responsibility for promoteugd selling AmBisome in the United States; and

- We receive 20% of the gross profits from the sdldmBisome in the United States for our co-proimotefforts;

- We receive payments and recognize revenue frgisdva in the month following the month when théesare made;

- We would be required to pay Fujisawa a 4% royaltyonnection with sales of AmBisome in signific&sian markets, including Japan,
Korea, Taiwan, China and India; and

- We manufacture AmBisome for all sales. Fujisawecpases AmBisome from us for sale in the UnitexdeStat a price equal to our cost to
manufacture the product and in Canada at thatptosta specified percentage.

Our agreement with Fujisawa terminates when thieplatent covering AmBisome in the United Stategapan expires.
See "Our Marketed Products--AmBisome."
IOCB/REGA

In 1991 and 1992, we entered into agreements WIGB/REGA relating to nucleotide compounds discogerethese institutions. Under
these agreements and later amendments to the ssveagrts:

- We received from IOCB/REGA the exclusive righintanufacture, use and sell the nucleotide compocodsred by this agreement; and
- We are required to pay to IOCB/REGA a percentafgeny net revenues generated from sales of outugte containing these compounds.

The compounds covered by the agreements with IOEB/RIinclude cidofovir, adefovir dipivoxil and termfir DF but do not cover Tamiflu
or any of our other compounds in clinical or pneical development. We are currently making quaytpdyments to IOCB/REGA based uf
a percentage of sales of VISTIDE and, if we recemnagketing approval from the FDA, would be oblighte pay additional amounts upon
future sales of adefovir dipivoxil or tenofovir DF.

The agreements with IOCB/REGA terminate on a cqubyrcountry basis as patent coverage for any mblitensed under the agreements
expires. IOCB/REGA may terminate the licenses utigkese agreements for a particular product, inrcpdar country, if we do not make a
sales of that product in that country within 12 tha@nafter regulatory approval. We also have aneagemt with IOCB/REGA that gives us an
option to receive an exclusive license to any newetbpments by IOCB/ REGA during the term of trgseeement. Either of us may terminate
this agreement on six months notice.
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PHARMACIA & UPJOHN

In August 1996, we entered into an agreement whitdrfAacia & Upjohn relating to VISTIDE. Under thigraement:

- Pharmacia & Upjohn has the exclusive right tokeaiand sell VISTIDE in all countries outside oétbnited States;
- We are responsible for maintaining the patentgidofovir;

- We are required to sell bulk cidofovir to Phartaag Upjohn;

- Pharmacia & Upjohn will pay to us a percentagéshet sales of VISTIDE and any other productgettped under the collaboration. We
receive payments and recognize revenue from Ph@r&adpjohn in the quarter following the quarter evhthe sales were made; and

- Pharmacia & Upjohn holds 1,133,786 shares of comstock that it purchased in connection with #gseement. Pharmacia & Upjohn may
not sell their shares or acquire additional shafesir stock without our approval until June 2002.

Our agreement with Pharmacia & Upjohn terminates:

- on a country-by-country basis as patent covefag¥ISTIDE expires; or
- upon six months notice by Pharmacia & Upjohn.

See "Our Marketed Products--VISTIDE."

SUMITOMO PHARMACEUTICALS CO., LTD.

In 1996, we entered into an agreement with Sumit®tmarmaceuticals Co., Ltd. that gave Sumitomoitiie to develop and market
AmBisome in Japan. Sumitomo paid to us $7 milliotha time we entered into the agreement and $&mih March 1998 when it made a
regulatory filing to sell AmBisome in Japan. Undee terms of this agreement:

- Sumitomo is required to make a payment of $4iomlto us if AmBisome is approved for sale in Jgpan
- Sumitimo is required to pay to us a percentagengfrevenue they generate from sales of AmBis@mne;

- If approved in Japan, we would manufacture AmBisdor sale by Sumitomo in Japan. The price thaivaeld charge Sumitomo for the
supply of AmBisome and the percentage of reventuaisthey would be required to pay to us would kemeined by the price of AmBisome
in Japan.

This agreement terminates on the later of:
- Ten years after Sumitomo begins selling AmBisamé&apan; or
- The date the last patent for AmBisome in Japaires.
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PROLIGO L.L.C.

We own a 49% interest in Proligo L.L.C., a comp#mt manufactures oligonucleotides. We also haveemgents with Proligo and SKW
Americas, Inc. (the owner of the other 51% of Ryo)irelating to the ownership, operations and fogdif Proligo. Under these agreements:

- We contributed a total of $4.9 million to Proligmfund its operations in late 1999 and early 2000

- SKW Americas will have the right to purchase oumership interest in Proligo for a 90-day periegjimnning on July 29, 2001 for an
amount equal to the fair market value of that iesein 1999; and

- Over the next four years, SKW Americas is obkghto pay to us $400,000; and

- Proligo agreed to manufacture oligonucleotidesu® We would pay them an amount equal to themufacturing cost plus a petermine
percentage for those oligonucleotides.

Proligo will dissolve and any remaining assets tdldistributed to its owners on August 2, 2028 smthe owners of Proligo at that time
decide to extend the term. The agreement reladiiget manufacture and supply of oligonucleotidgsres on August 15, 2008.

SCHERING A.G.

In 1993, we entered into agreements with Scheririg Ander these agreements Schering has fundedismavery, research, and
development of aptamers for "IN VIVO DIAGNOSTICSdiagnosing diseases and other conditions in humadsnimals. Schering funded
$250,000 for these activities in 1999. Scheringaisinued funding and we discontinued further reseand development under these
agreements in 1999.

Under these agreements, Schering was given thetaglevelop and commercialize the aptamers weldped in the collaboration as IN
VIVO diagnostic agents or "radiotherapeutics."

If Schering decides to commercialize any produt¢hwhese aptamers:

- Schering would be required to make certain paysgnus upon achieving certain goals relatingetputatory approval for that product.
These payments could total up to $6 million forrepmoduct developed; and

- Schering would be required to pay to us a peeggnbf any revenues it receives from selling thoelpet.

We have the right to develop and commercialize petglbased on aptamers that Schering discoveregt thid agreement that are not IN
VIVO diagnostic agents or radiotherapeutics. Ifdie@ commercialize a product resulting from thislabbration, we would be required to pay
Schering a percentage of any revenues we recanedales of those products. The rights to use awmdldp products granted under these
agreements and the obligations to pay revenuesdading products survive termination of the agreats.

GLAXO WELLCOME--NX 211

In May 1998, we entered into agreements with GMsadlcome giving us rights to Glaxo Wellcome's piiefary compound lurtotecan, and
granting Glaxo Wellcome rights to use our SELEXqgess to identify aptamers for therapeutic uses.
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Under the agreement relating to lurtotecan, wedaxeloping NX 211, a liposomal formulation of Iugoan. This agreement provides that:
- We have the exclusive right to develop and consraze NX 211 unless Glaxo Wellcome elects toipgrate in these activities;

- We may be required to make payments to Glaxo &elk if we achieve certain development goals rajat the regulatory approval of NX
211:

- If Glaxo Wellcome elects to participate in the el@pment and commercialization of NX 211 in cert@duntries, we would not need to m
these payments; and

- If NX 211 is approved for marketing, we would flegjuired to pay to Glaxo Wellcome a percentagengfravenues we generate from sales
of NX 211 in any country where Glaxo Wellcome does participate in the development and commerdaisibn of NX 211;

- Glaxo Wellcome can exercise its right to partitein these development and commercializatiowities after we have completed Phase Il
clinical trials on NX 211 and at the time we commeiPhase Il clinical trials on NX 211; and

- If Glaxo Wellcome elects to participate in theswelopment and communication activities:
- At the time it elects, it would be required toyga us a fee and in some cases a percentage ofahey that we spent to develop NX 211,

- If it elects to participate in certain countrigés;luding the United States, the major countieEurope and in Australia, we would have the
right to sell NX 211 with Glaxo Wellcome in thoseuntries. We would share with Glaxo Wellcome amnyfifs in any territories where we
sell NX 211 with Glaxo Wellcome, and

- If it elects to participate in Asia, includingpin and any of the other countries where we ddvae¢ the right to sell the product with Glaxo
Wellcome, Glaxo Wellcome would have the exclusigétrto promote and sell NX 211 in those countr@saxo Wellcome would be requir
to pay to us a percentage of revenues in anydsgad where it has the exclusive right to sell NXL2

NX 211 is still in an early stage of developmente ¥annot be certain that the data we generatedror®Phase | clinical trial for NX 211 wi
support Phase Il clinical trials of NX 211 or tlifatve complete Phase Il clinical trials, that th@esults would support a Phase Il program.

This agreement terminates on the later of:

- Ten years after Glaxo Wellcome begins selling NIX; or
- The date the last patent for NX 211 expires.

GLAXO WELLCOME--SELEX

At the time we entered into the agreement with GMellcome relating to NX 211, we also entered emicagreement giving Glaxo
Wellcome the non-exclusive right to use our SELE&hnology for five years to identify aptamers.

Under this agreement, if Glaxo Wellcome identifi@saptamer having certain characteristics, they ehest to enter into an additional
agreement with us to use the SELEX process to dp\atd commercialize that aptamer. Under this amfdit agreement:

- Glaxo Wellcome would be required to pay to usedt the time we enter into the agreement;
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- Glaxo Wellcome would be required to make paymémiss based on achieving certain goals relatirtpeaegulatory approval of any
product they develop based on the aptamer; and

- Glaxo Wellcome would be required to pay to ugecpntage of any revenues they may generate frias shany product they develop
based on the aptamer.

This agreement terminates on May 27, 2003 except:

- Glaxo Wellcome can extend this agreement fortadil one year periods in which case Glaxo Welleamould be required to pay to us an
appropriate fee; and

- Glaxo Wellcome can terminate this agreementeyaali any time on 90 days notice to us.
SOMALOGIC, INC.

In November 1999, we entered into an agreement3athalogic, Inc., a company formed by Larry Gohd founder of NeXstar, relating to
SELEX technology. Under this agreement:

- We gave Somalogic the exclusive right to use SEkdthnology to make and sell in vitro diagnostiogucts (diagnostic products that are
not used in a person or animal);

- We sold to Somalogic certain patents and materedhting to in vitro diagnostics, including roledBELEX machines;

- We have the right to use the other drug discoteeiinology that is the subject of this agreemetetrnally to study diseases and in our drug
development and clinical trial programs; and

- Somalogic paid to us the first installment ota ft the time we entered into the agreement asldliggated to pay to us a second and final
installment in November 2000.

This agreement terminates on the later of:

- On a country by country basis as patent coveiagenis drug discovery technology expires; or
- November 2024.

INTERNATIONAL DISTRIBUTION AGREEMENTS

We have agreements with distributors in WestermopelrEastern Europe, South America, the Middle BagtAfrica that grant these
distributors the exclusive right to sell AmBisonagd in some cases DaunoXome, in a particular cpwntcountries for a specified period of
time. These agreements also provide for collabgratfforts between us and the distributor for abtey regulatory approval for the produc
the particular country and for marketing the prddaodhe country. Most of these agreements estahligrice that the distributor must pay for
our product and require us to deliver quantitiethefproduct ordered by the distributor.

ACADEMIC AND CONSULTING RELATIONSHIPS

To supplement our research and development effastpart of our regular business we enter intanggments with universities and medical
research institutions. These arrangements ofteviggas with rights to patents, patent applicatiand technology owned by these instituti
in return for payments and fees relating to ourafgbese rights.

UNIVERSITY OF COLORADO

We have an ongoing collaborative arrangement wighUniversity of Colorado at Boulder relating ta @ELEX technology. Under this
arrangement:
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- The University of Colorado at Boulder has giveall of its present and future rights to:

- inventions covered by patents and patent appmicatfor SELEX technology;

- improvements to SELEX technology it makes or osgs;

- oligonucleotides or other molecules it makes giSELEX technology;

- results of certain research; and

- computer software related to SELEX technology.

- We are required to pay to the University of Catiw at Boulder:

- 2% of the revenues we generate from our sal&EbEX-derived products;

- 15% of any amounts we receive from a third p#rat are based upon sales by those third parti8&bEX-derived products; and

- 5% of other payments we receive from third paréie a result of certain arrangements we havethatse third parties to develop and sell
SELEX-derived products.

MANUFACTURING

We manufacture AmBisome and DaunoXome in commeggiahtities in two separate but adjacent faciliteSan Dimas, California. The
Medicines Control Agency of the United Kingdom lagproved both of these facilities to manufactureBdsome and DaunoXome for
commercial use. The FDA has approved both thesiitzeto manufacture AmBisome but only one ofgédacilities to manufacture
DaunoXome for distribution in the United States.ifiport AmBisome and DaunoXome into the Europeaioblnve own a manufacturing
facility in Dublin, Ireland where we perform qualitontrol testing, final labeling and packaging floee European Union and elsewhere.

We hire third parties to manufacture our non-lipaabdrugs for clinical and commercial purposesluding VISTIDE, adefovir dipivoxil
tablets and tenofovir DF tablets. Hoffmann-La Roofenufactures Tamiflu. We have no commercial-sosaufacturing facilities for our
non-liposomal products that are qualified underRBé\'s current Good Manufacturing Practices, anchare no current plans to establish
these facilities. AmBisome is sold as a freezeedpduct and we currently hire third parties &efre dry some of the product. We are
installing additional freeze drying capacity andentthis equipment has been installed and approyeddulatory authorities, we expect that
we will no longer rely on third parties for thisgoess. We cannot be certain that the third panteesely on will perform their obligations
effectively and on a timely basis. If these thiadties do not perform effectively and timely, olinical trials or regulatory filings could be
delayed or we could be unable to deliver our pregltaccustomers on a timely basis and this woulekesly affect our operating results.

We use commercially available materials and equigrteemanufacture our products. Currently, we abthe amphotericin B, daunorubicin
HCI and cholesterol that we use to manufacture AsaBie and DaunoXome from single approved supph®eshave one supplier that has
been approved by the FDA to manufacture the cidofeed in VISTIDE and a single FDA approved suppfor the final drug product. We
manufacture the active ingredient in tenofovir DFSMall quantities at our own facilities and irgkar quantities through a contract
manufacturer. The final tenofovir DF and adefoablets used in our clinical trials are manufactuaethree contract manufacturing sites. If
any of these sites we use were interrupted foraagon, our ability to complete our clinical trialsship our products would be impaired and
this would adversely affect us.

For our non-liposomal products in particular, wdl weed to develop additional manufacturing captéd and establish additional third party
suppliers in order to manufacture sufficient quzegiof
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our product candidates to complete clinical treaisl to manufacture sufficient quantities of anydidates that are approved for commercial
sale. If we are unable to develop manufacturingibdities internally or contract for large scalemafacturing with third parties on acceptable
terms for our non-liposomal products, our abilidyconduct large-scale clinical trials, and meetaugr demand for commercial products,
would be adversely affected. Manufacturing liposbpraducts is a particularly complex process angraaw liposomal product we develop
will require unique and complex variations in ousnmfacturing process.

We believe that the technology we use to manufaatur products and compounds is proprietary. Fonon-liposomal products, we have
licensed this technology to contract manufactuteenable them to manufacture the products and cangs for us. We have agreements
with these manufacturers that are intended toicestiem from using or revealing this technology twe cannot be certain that these
manufacturers will comply with these restrictiohsaddition, these manufacturers could developr v technology related to the work tl
perform for us that we may need to manufacturepooducts or compounds. We could be required torémte an agreement with that
manufacturer if we wanted to use that technologgelues or allow another manufacturer to use #wtirtology. The manufacturer could
refuse to allow us to use their technology or calddhand terms to use their technology that ar@coceptable.

PATENTS AND PROPRIETARY RIGHTS

Patents and other proprietary rights are extrenngbprtant to our business. If we have a properbigleed and enforceable patent it can be
more difficult for our competitors to use our teology to create competitive products and moreditfifor our competitors to obtain a patent
that prevents us from using technology we creasepdst of our business strategy, we actively se¢émn protection both in the U.S. and
internationally and file additional patent applioas, when appropriate, to cover improvements incampounds, products and technology.
We also rely on trade secrets, internal know-h@ehmnological innovations and agreements with thadies to develop, maintain and protect
our competitive position. Our ability to be comtigg will depend on the success of this strategy.

We have a number of patents, patent applicatiodgights to patents related to our compounds, prtsdand technology but we cannot be
certain that issued patents will be enforceablgrovide adequate protection or that pending patpplications will result in issued patents.
The following table shows the actual or estimatatbpt expiration dates in the United States andaifor the primary patents that cover the
compounds in our marketed products and our prothradidates:

PRODUCTS U.S. PATENT EXPIRATION EUROPEAN PATENT EXPIRATI ON
AMBISOME.....ccoeeiiiiiiieveee e 2016* 2008
Tamiflu......ooooc e 2016 2016*
VISTIDE......cccooiiiiiiiiiiiiieieeeeee e, 2010 2012
DaunoXome..........covvvveiiiiiiieeeeeeieeeiiienees 2009 2008

PRODUCT CANDIDATES

tenofovir DF........ccccviiiiiieiieeeeeeeeee, 2017 2017*
adefovir dipivoXil.......ccccoeeeeviiiiiiiiiines 2014 2011
MiKasome.......cceveeeeviiiiiiiiiiiieeeeeee, 2015* 2006
NX 211 i 2013* 2012*
NX 1838...cciciiiiiieeceiiee e 2012* *

* Applications pending.

Patents covering VISTIDE, adefovir, and lurtote¢dne active ingredient in NX 211) are held by thpatties. We acquired exclusive rights to
these patents in the agreements we have with these
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parties. See "Collaborative Relationships." Patdotaot cover the active ingredients in AmBisomauBoXome and MiKasome. Instead, we
hold patents to the liposomal formulations of thesmpounds and protect these formulations throtaytetsecrets. We do not have patent
filings covering adefovir dipivoxil in China or icertain other Asian countries, although we do repications pending in various Asian
countries, including China, which relate to specifirms and formulations of adefovir dipivoxil. Asis a major market for hepatitis B
therapies.

We may obtain patents for our compounds many yesfiere we obtain marketing approval for them. Tinists the time that we can prevent
other companies from developing these compoundstendfore reduces the value of the product. Howeve can apply for patent term
extensions. For example, extensions for the pateniglSTIDE have been applied for or granted intthted States and a number of
European countries, compensating in part for dalagbtaining marketing approval. Similar patemtrteextensions may be available for ot
products that we are developing but we cannot laioeve will obtain them.

It is also very important that we do not infringetents or proprietary rights of others and thatleaot violate the agreements that grant
proprietary rights to us. If we do infringe pateatsviolate these agreements, we could be prevdraetddeveloping or selling products or
from using the processes covered by those pateaigreements, or we could be required to obtaicemse from the third party allowing us
use their technology. We cannot be certain thagdtiired, we could obtain a license to any thiagdiptechnology or that we could obtain one
at a reasonable cost. If we were not able to olatagquired license, we could be adversely affedtedugust 1998, we were sued by Chiron
who claimed that we were infringing their paterustiepatitis C and related technology. In, Decenl®®9, we agreed to the terms of a
settlement agreement with Chiron and, as a resalggreed to cease certain development activitiasimg to hepatitis C and made a dimee
settlement payment of $0.4 million to Chiron.

Patents relating to pharmaceutical, biopharmacaidicd biotechnology products, compounds and psesdgke those that cover our existing
compounds, products and processes and those thaillikely file in the future, do not always prale complete or adequate protection.
Future litigation or reexamination proceedings rdgay the enforcement or validity of our existingt@nts or any future patents could
invalidate our patents or substantially reducertheitection. In addition, our pending patent aggdions and patent applications filed by our
collaborative partners may not result in the isseanf any patents or may result in patents thatatgrovide adequate protection. As a result,
we may not be able to prevent third parties frometliping the same compounds and products that @deweloping. Also, in the United
States, patent applications are maintained in sganatil patents are issued so we cannot be cdhainwve are the inventor of technologies
covered by our pending patent applications orweatvere the first to file patent applications foose inventions.

We also rely on unpatented trade secrets and ireprents, unpatented internal know-how and technoddginovation. In particular, a great
deal of our liposomal manufacturing expertise, whca key component of our liposomal technologyat covered by patents but is instead
protected as a trade secret. We protect thesesngainly through confidentiality agreements withr oarporate partners, employees,
consultants and vendors. These agreements prdwadalt confidential information developed or m&aewn to an individual during the
course of their relationship with us will be kephfidential and will not be used or disclosed tiodiparties except in specified circumstances.
In the case of employees, the agreements provadathinventions made by the individual while eoy#d by us will be our exclusive
property. We cannot be certain that these partigs@mply with these confidentiality agreementsat we would have adequate remedies for
any breach, or that our trade secrets will notmtise become known or be independently discoveyealn competitors. Under some of our
research and development agreements, inventioosvdired in certain cases become jointly owned bgnasour corporate partner and in
other cases become the exclusive property of ons.df can be difficult to determine who owns atigalar invention and disputes could a
regarding those inventions.
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COMPETITION

Our products and development programs target a aupfldiseases and conditions, including fungadtibns, viral infections and cancer.
There are many commercially available productgtese diseases, and a large number of companigssitdtions are spending
considerable amounts of money and resources tdageadditional products to treat these diseases.cOuent products compete with other
available products based primarily on:

- product performance;

- safety;

- tolerability;

- acceptance by doctors;

- patient compliance;

- patent protection;

- ease of use;

- price;

- insurance and other reimbursement coverage;
- distribution;

- marketing; and

- adaptability to various modes of dosing.

Any other products we market in the future willatompete with products offered by our competittireur competitors introduce data that
shows improved characteristics of their productgrove or increase their marketing efforts or siriper the price of their products, sales
of our products could decrease. We also cannoetiaio that any products we develop in the futuittaempare favorably to products
offered by our competitors, or that our existindudure products will compare favorably to any newwducts that are developed by our
competitors. Our ability to be competitive also elegls upon our ability to attract and retain quadifpersonnel, obtain patent protection or
otherwise develop proprietary products or proceasessecure sufficient capital resources for thmstauntial period that it takes to develop a
product.
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In markets where AmBisome has been approved astdifne therapy, it competes against traditiomapbotericin B, which is made by
Bristol-Myers Squibb Company and numerous genedoufacturers, and we expect to face more compefitem new antifungal products,
including those produced or currently being devetbpy major pharmaceutical companies, includingePfilnc. and Merck. There is also a
number of other lipid-based amphotericin B prodtictés have been approved in the United Statestanddghout Europe, including Abelcet,
which is sold by The Liposome Company (who receatijounced that they will be acquired by Elan Caafion) and Amphotec, which is
sold by ALZA Corporation. These products competairgt AmBisome as both primary and secondary tlyeaag have been offered at pri
that are less than AmBisome's price.

Tamiflu competes with Relenza, an anti-flu drug ieasold by Glaxo Wellcome, in the United Stated &urope. Relenza is a neuraminidase
inhibitor that is delivered as an orally-inhaleg gowder. In addition, Johnson & Johnson and Bisicaye developing a neuraminidase
inhibitor anti-flu drug that will represent sigrifint competition when and if the FDA approves litisTdrug being developed by Johnson and
Johnson and Biocryst may be administered as a daitepill as opposed to Tamiflu, which must beeakwice daily. We cannot be certain
that Tamiflu will compare favorably to this drugdeal on performance, price, length of dosing, sfféets or any other criteria. Johnson &
Johnson began Phase lll clinical trials of this poomd in February 2000 and it could be on the niaa&esarly as the winter 2000-2001 flu
season.

VISTIDE competes with a number of drugs that ateatt CMV retinitis. These drugs include:

- Ganciclovir, a drug that is sold in intravenousl @ral formulations by Roche Laboratories andrasaular implant by Bausch & Lomb
Incorporated,;

- Foscarnet, an intravenous drug sold by AstraZanecd
- Formivirsen, a drug that is injected directlyoirthe eye that is sold by CibaVision.
In addition, we are aware that several other conegaare developing drugs to treat CMV retinitis.

If approved, tenofovir DF will face substantial goetition. A number of drugs to treat HIV infectiand AIDS are currently sold or are in
advanced stages of clinical development, includihgproducts currently sold in the United States.oAmthe companies that are significant
competitors in the HIV/AIDS market are Glaxo Weliee, Bristol-Myers Squibb, Hoffmann-La Roche, Agauharmaceuticals, Merck &
Co. and DuPont Pharma.

Lamivudine is a drug that was developed by Glaxdla@me in collaboration with Biochem Pharma. Landine is sold in the United States,
China and several other countries and has beenrstwbe effective in treating patients with hepsig. If adefovir dipivoxil is approved to
treat hepatitis B, lamivudine will be significardgrapetition.

There are drugs that have been approved, or aréirgvapproval, for the treatment of Kaposi's sanean the United States and Europe,
including one that is sold in a liposomal formudati These drugs compete or are expected to comyitet®aunoXome.

A number of companies are pursuing the developmitechnologies competitive with our research paogs. These competing companies
include specialized pharmaceutical firms and lgigarmaceutical companies acting either indepenglentiogether with biopharmaceutical
companies. Furthermore, academic institutions, gowent agencies and other public and private orgdions conducting research may seek
patent protection and may establish collaborativerggements for competitive products and programs.

We anticipate that we will face increased compmtiin the future as our competitors introduce newdpcts to the market and new
technologies become available. We cannot deterih@asting
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products or new products that our competitors dgvelill be more effective, or more effectively mat&d and sold, than any that we deve
Competitive products could render our technology products obsolete or noncompetitive before wevecthe money and resources we
used to develop these products.

GOVERNMENT REGULATION

Our operations and activities are subject to extenggulation by numerous government authoritiethe United States and other countries.
In the United States, drugs are subject to rigoFDA regulation. The Federal Food, Drug and Costn&tit and other federal and state
statutes and regulations govern the testing, matwig, safety, effectiveness, labeling, storagegnekeeping, approval, advertising and
promotion of our products. As a result of thesaulatipns, product development and approval is eapensive and time consuming.

The FDA must approve a drug before it can be gottié United States. The general process for gpsoxal is as follows:
PRE-CLINICAL TESTING

Before we can test a drug candidate in humans, wst study the drug in laboratory experiments anahimals to generate data to support
drug's potential safety and benefits. We submdt dlasita to the FDA in a "investigational new drugleyation” seeking their approval to test
the compound in humans.

CLINICAL TRIALS

If the FDA accepts the investigational new drugl@ggion, we study the drug in human clinical tsaib determine if the drug is safe and
effective. These clinical trials involve three segta phases, which often overlap, and can take ry@ans and are very expensive. These three
phases, which are themselves subject to consigerefllation, are as follows:

- PHASE I. The drug is given to a small number @lthy human subjects or patients to test for gafletse tolerance, pharmacokinetics,
metabolism, distribution, and excretion.

- PHASE II. The drug is given to a limited pati@uaipulation to determine:
- the effect of the drug in treating the disease,

- the best dose of the drug, and

- the possible side effects and safety risks ofittug.

- PHASE IlI. If a compound appears to be effectivel safe in Phase Il clinical trials, Phase Ilhicial trials are commenced to confirm those
results. Phase Il clinical trials are long-termyalve a significantly larger population, are coothd at numerous sites in different geographic
regions and are carefully designed to provide lldiand conclusive data regarding the safety andffis of a drug. It is not uncommon for a
drug that appears promising in Phase Il clinigaldrto fail in the more rigorous and reliable Rh#sclinical trials.

FDA APPROVAL PROCESS

If we believe that the data from the Phase lllichhtrials show an adequate level of safety afectif’eness, we file a "new drug application”
with the FDA seeking approval to sell the drugdquarticular use. The FDA will review the new dagplication and often will hold a public
hearing where an independent advisory committesxpért advisors asks additional questions regartiegirug. This committee makes a
recommendation to the FDA that is not binding caEDA but is
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generally followed by the FDA. If the FDA agreeattthe compound has a required level of safetyedittiveness for a particular use, it v
allow us to sell the drug in the United Statestlfiat use. It is not unusual, however, for the FDAgject an application because it believes
the drug is not safe enough or effective enouglhecause the FDA does not believe that the dataitield is reliable or conclusive.

At any point in this process, the development dfueg could be stopped for a number of reasons dimfusafety concerns and lack of
treatment benefit. We cannot be certain that aras@l, Phase Il or Phase 11l clinical trials th&t ave conducting, including those for
tenofovir DF for HIV and for adefovir dipivoxil fochronic hepatitis B, or any that we conduct infilterre, will be completed successfully or
within any specified time period. We may choos¢her FDA may require us to delay or suspend ouicdlririals at any time if it appears that
the patients are being exposed to an unacceptahblthhrisk or if the drug candidate does not appeaave sufficient treatment benefit.

The FDA may also require us to complete additidesting, provide additional data or informationprove our manufacturing processes,
procedures or facilities or require extensive poatketing testing and surveillance to monitor taiety or benefits of our product candidates
if they determine that our new drug applicationglnet contain adequate evidence of the safety andfits of the drug. In addition, even if
the FDA approves a drug, it could limit the useshefdrug. Approvals can also be withdrawn if tilAFdoes not believe that we are
complying with regulatory standards or if probleans uncovered or occur after approval.

In addition to obtaining FDA approval for each drtlie manufacturing facilities for any drug we siitluding those of companies who
manufacture our drugs for us as well as our owrstrba approved by the FDA and are subject to perindpections by the FDA. Foreign
establishments that manufacture products to beisdle United States must also be approved by and are subject to periodic
regulatory inspection. Manufacturing facilities &ed in California, including our San Dimas fagilitind Foster City facility, also must be
licensed by the State of California in compliandgthvocal regulatory requirements.

Drugs that treat serious or life-threatening diesand conditions that are not adequately addrdssexiisting drugs may be designated as
"fast track" products by the FDA and may be eligifar priority (six month) review and acceleratgg@val. Drugs receiving accelerated
approval must be monitored in post-marketing chhtcals in order to confirm the safety and betsefif the drug. Certain products we are
developing, including tenofovir DF for HIV, may difa as fast track products and be eligible forelecated approval. We have not
determined if we would seek "fast track" statushese products if they qualified or the impactto$ tstatus on the timing or likelihood of
approval of any of these potential products oréhafsour competitors.

We are also subject to other federal, state aral legulations regarding workplace safety and ptaie of the environment. We use
hazardous materials, chemicals, viruses and varaiieactive compounds in our research and devedopactivities and cannot eliminate
risk of accidental contamination or injury from seematerials. Any misuse or accidents involving¢heaterials could lead to significant
litigation, fines and penalties.

Drugs are also subject to extensive regulationideitsf the United States. In the European Unioerdhs a centralized approval procedure
that authorizes marketing of a product in all costin the European Union (which includes mostanapuntries in Europe). If this
procedure is not used, under a decentralized systempproval in one country of the European Ugi@m be used to obtain approval in
another country of the European Union under a sfraglapplication process. After approval under ¢Betralized procedure, pricing and
reimbursement approvals are also required in nmsttcies. VISTIDE was approved by the European bninder the centralized procedure.
Tamiflu is being reviewed under the centralizedcprture but has not yet been approved in Europe.
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PRICING AND REIMBURSEMENT

Insurance companies, HMOs and other third-partypmgnd some governments, seek to limit the amwartan charge for our drugs. For
example, in certain foreign markets, pricing negfitns are often required to obtain approval ofapct, and in the United States there have
been, and we expect that there will continue taab@ymber of federal and state proposals to imphickelg price control. In addition,
managed care organizations are becoming more conmtba United States and will continue to seekdodrug prices. The announcement
of these proposals or efforts can cause our stack o lower, and if these proposals are adomiedrevenues would decrease.

Our ability to sell our drugs also depends on treglability of reimbursement from governments amiygte insurance companies. These
governments and insurance companies often demaatkseor predetermined discounts from list priEes.example, a significant proportion
of VISTIDE sales is subject to reimbursement byegament agencies, resulting in significant discedram list price and rebate obligations.
We expect that other products we are developingicparly for AIDS indications, will be subject t@imbursement issues. We cannot be
certain that any of our other products that obtegulatory approval will be reimbursed by theseagament and insurance companies.

Regulatory approval of prices is generally requirethost foreign countries. In particular, certaountries will condition their approval of a
product on the agreement of the seller not totketl product for more than a certain price in gwintry and in the past have required price
reductions after or in connection with product a@wat. We cannot be certain that regulatory authesrin the future will not establish lower
prices or that any regulatory action reducing theepof our products in any one country will nowveahe practical effect of requiring us to
reduce our prices in other countries.

HUMAN RESOURCES
As of December 31, 1999, we had approximately Tli@tifne employees. We believe that we have godatioms with our employees.
RISK FACTORS

In evaluating our business, you should carefullysider the following risks in addition to the otlieformation in this report. Any of the
following risks could materially and adversely affeur business, operating results and financiatiitmn.

ANY SIGNIFICANT REDUCTION IN AMBISOME SALES WOULD 85NIFICANTLY REDUCE OUR OPERATING INCOME, AND
COULD REQUIRE US TO SCALE BACK OUR MANUFACTURING (HRATIONS AND REDUCE OUR SALES FORCE. AmBisome
sales for the year ended December 31, 1999 werexipmtely $129.2 million. During the same perisdles of VISTIDE and DaunoXome,
were approximately $5.9 million and $4.8 millioespectively. Our corporate partner, Hoffmann-Laligdegan selling Tamiflu in
November 1999 but we have not yet recognized amngniges from this product for 1999 sales. In Mar@gd@® we received a payment fr
HoffmanLa Roche in the amount of $5.4 million for sale4899, which will be recognized as royalty revemuthe first quarter of 2000. W
expect that revenues from sales of Tamiflu in 2@0increase, therefore decreasing the percentéger total revenues from sales of
AmBisome, although we cannot predict with any datyawhat our actual revenues from either AmBisamd&amiflu will be in 2000. We do,
however, expect that revenues from sales of AmB&somn2000 will continue to constitute a substantiajority of our total product revenues
in 2000.

Accordingly, for the foreseeable future, we expbhat we will continue to rely on sales of AmBisotoesupport our existing manufacturing
and sales infrastructure and to provide operatiagme to offset a significant portion of our adretrative, research and development
expenditures. Any significant reduction in sale®\aiBisome, whether as a result of the introductibonompetitive
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products or otherwise, would have a material adveffect on us, including the possibility that weuld have to scale back our manufactu
operations and reduce our sales force. There aegadgroducts on the market that compete with AsoBie and are generally priced lower
than AmBisome. In addition, there are other potdiyticompetitive products in clinical developmentrajor pharmaceutical companies.

TAMIFLU IS A NEW DRUG AND IT IS TOO EARLY TO DETERNNE IF IT WILL GAIN SIGNIFICANT MARKET ACCEPTANCE.

Most people who become infected with the flu useraie-counter drugs to treat the flu symptoms,r@hdon their immune system to fight
the infection. Tamiflu is in a class of drugs tisah new approach to treating the flu. Tamifluvaitable only by prescription and its primary
benefit is that it reduces the duration of theeiia by an average of 1.3 days. Patients may betaatuo visit a physician or seek a
prescription drug for the flu, physicians may bleicgant to prescribe a flu drug and government beireers and private insurance companies
may refuse to pay for an anti-flu drug. In ordar Tamiflu to be successful, our marketing partneffiiann-La Roche will need to increase
awareness of this new approach to treating tharftlichange the attitudes of patients, physiciamses, pharmacies, government reimbursers
and insurance companies regarding flu treatmentc&vaot be certain that Hoffmann-La Roche will becessful in these efforts.

The 1999-2000 flu season was the first flu sealsanTamiflu was available. It is too early to detere if Tamiflu will achieve significant
market acceptance. If Tamiflu does not achieveifsaggmt market acceptance, we would be adversdgctdd.

WE DEVELOP DRUGS TO TREAT AIDS AND AIDS-RELATED CODITIONS, AND THEREFORE WE CAN BE ADVERSELY
AFFECTED BY CHANGES IN THE REGULATORY AND COMMERCIA ENVIRONMENT FOR AIDS THERAPIES. Several of our
products and products in development address AIDEDS-related conditions. These products includ8 MDE (cidofovir injection) for

CMV retinitis, tenofovir DF for HIV and AIDS, anddunoXome for HIV-associated Kaposi's sarcoma. Tadical, regulatory and
commercial environment for AIDS therapies changéskdy and often in ways that we are unable to eataly predict. We develop our AIC
products based upon current policy and the curmemketplace for AIDS therapies, as well as our jot&xh of future policy and the future
marketplace for these therapies. Our businesd@iiubject to substantial risk because these pslamd markets change quickly and
unpredictably and in ways that could have a mdtadaerse impact on our ability to obtain regulatapproval and commercial acceptance of
these products.

WE MAY NOT RECEIVE APPROVAL FOR EXPANDED USES FORXESTING PRODUCTS OR APPROVAL OF ADDITIONAL
PRODUCTS. Additional regulatory approvals will beeled to expand the uses for which AmBisome mawdr&eted in the countries where
it is already approved, and those approvals magayr not be obtained. Similarly, to the extent thatseek to expand the indications for
DaunoXome beyond Kaposi's sarcoma, the drug mapeeffective for the treatment of other diseaard,we may never obtain additional
regulatory approvals. In December 1999, Bausch &hderminated a collaborative program studyinguse of an eye drop formulation of
cidofovir, the active ingredient in VISTIDE, fordtpotential treatment of certain eye viruses, beedloey did not believe the compound
achieved their performance objectives.
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OUR OPERATIONS DEPEND ON COMPLIANCE WITH COMPLEX RDAND COMPARABLE INTERNATIONAL REGULATIONS.
FAILURE TO OBTAIN BROAD APPROVALS ON A TIMELY BASISOR TO ACHIEVE CONTINUED COMPLIANCE COULD DELA"
COMMERCIALIZATION OF OUR PRODUCTS AND ADVERSELY AFECT US. The products that we will develop and srikt be
approved and will be subject to extensive regutatip the FDA and comparable agencies in other c@sniVe are continuing clinical trials
for both AmBisome and DaunoXome for currently ameaband additional uses. We are also conductimdgelitrials for five other products,
adefovir dipivoxil for hepatitis B infection, termfir DF, MiKasome, NX 211 and NX 1838. We anticp#tat we will conduct a variety of
clinical trials and file for marketing approval afiditional products over the next several yeargs&tproducts may fail to receive marketing
approval on a timely basis, or at all. In additiirese products may receive marketing approvatgthae limitations on their uses. These
failures, delays or limitations, as well as othregulatory changes, actions and recalls, could dmaymercialization of any products and
adversely affect our results of operations.

In addition, even after our products are markettee products and their manufacturers are subjextritinual review. Later discovery of
previously unknown problems with our products, own manufacturing or the production by third-partgnufacturers may result in
restrictions on our products or the manufacturewfproducts, including withdrawal of the produittsn the market.

RESULTS OF CLINICAL TRIALS AND APPROVAL OF PRODUCTARE UNCERTAIN, AND WE MAY BE DELAYED IN OR
PROHIBITED FROM SELLING OUR PRODUCTS. We have a m@&mnof potential products that have reached theldpment stage. These
potential products include adefovir dipivoxil foematitis B, tenofovir DF, MiKasome, NX 211 and NX3B. We will be required to
demonstrate the safety and effectiveness of thedaiay other products we develop in each intendedhrough extensive preclinical studies
and clinical trials in order to obtain regulatoppeoval of these products. The results from prémdinand early clinical studies do not always
accurately predict results in later, large-scaileicdl trials for several reasons, including:

- preliminary results may not be indicative of effeeness;
- further clinical trials may not achieve the dediresult; and

- further clinical trials may reveal unduly harmgitle effects or may show the drugs to be lesstffethan other drugs or delivery systems
for the desired indications.

Even successfully completed large-scale clinidgaldrmay not result in marketable products for sgeasons, including:
- the potential products are not shown to be safeedfective;

- regulatory authorities disagree with the resattdesign of our studies and trials;

- required regulatory approvals are not obtained;

- the potential products are too difficult to dea@into commercially viable products; or

- the potential products do not obtain market atzoege.

On November 1, 1999, an FDA Advisory Committee nagended against approval of our application to appa 60 mg dose of adefovir
dipivoxil to treat AIDS. Kidney toxicity associatedth this 60 mg dose, as well as a desire fortaattil data, were the major concerns of this
committee. Following this recommendation, we warferimed by the FDA that they would not approve application unless we obtained
additional data that satisfied the concerns ragetthis committee. Based on these discussionsemearated our development of adefovir
dipivoxil for the treatment of AIDS. We are using and 30 milligram doses of adefovir dipivoxil inrdPhase 11l clinical trials of adefovir
dipivoxil for hepatitis B. We believe that thesevier doses will not result in the kidney toxicitypexienced with 60 milligrams and that
adefovir dipivoxil can be effective in treating fagjtis B at this lower dose. We cannot be certiagwever, that these lower doses will be both
safe enough and have
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sufficient treatment benefits to receive FDA apmdoenofovir DF is in the same class of drugsdefavir dipivoxil. And, while we have n
yet experienced kidney toxicity in our clinicalatis of tenofovir DF, the kidney toxicity in our iical trials of adefovir dipivoxil for AIDS di
not arise until the later stages of our clinicals. We cannot be certain that similar toxicitgues will not arise later in our clinical trials of
tenofovir DF. A number of companies in our indudtave suffered similar setbacks in advanced clini@as despite promising results in
earlier trials. In the end, we may be unable toettgy additional marketable products.

DELAYS IN PATIENT ENROLLMENT FOR CLINICAL TRIALS CQJLD INCREASE COSTS AND DELAY REGULATORY
APPROVALS. The rate of completion of our clinicaats will depend on the rate of patient enrollméritere will be substantial competition
to enroll patients in clinical trials for our drugsdevelopment. This competition has delayed dinioal trials in the past. In addition, recent
improvements in existing drug therapy, particulddiy AIDS, hepatitis B and certain cancers, may enidknore difficult for us to enroll

patients in our clinical trials as the patient plagion may choose to enroll in clinical trials sgored by other companies or choose alternative
therapies. Delays in planned patient enrolimentreanlt in increased development costs and defagegiulatory approvals.

OUR PRODUCT DEVELOPMENT EFFORTS MAY NOT YIELD MARKEABLE PRODUCTS DUE TO RESULTS OF STUDIES OR
TRIALS, FAILURE TO ACHIEVE REGULATORY APPROVALS ORMARKET ACCEPTANCE, PROPRIETARY RIGHTS OF OTHERS
OR MANUFACTURING ISSUES. Our success depends onatility to successfully develop and obtain reguiatapproval to market new
pharmaceutical products. A significant portion loé tesearch that we will conduct will involve nemdainproven technologies. Development
of a product requires substantial technical, fir@rend human resources even if the product isnctessfully completed.

Our potential products may appear to be promisingudous stages of development yet fail to redehrarket for a number of reasons,
including:

- lack of sufficient treatment benefit or unaccépeaoxicity during preclinical studies or cliniciials;

- failure to receive necessary regulatory apprqvals

- existence of proprietary rights of third partiasd

- inability to develop manufacturing methods that efficient, cost-effective and capable of meesthghgent regulatory standards.
WE MAY UNDERESTIMATE DEVELOPMENT COSTS, ADVERSELY A FFECTING OUR

BUSINESS. Due to uncertainties that are part oftineelopment process, we may underestimate the assbciated with the development of
a potential product. Delays or unanticipated insesan costs of development or failure to obtagulatory approval or market acceptance for
our products could adversely affect our operatesyits.

WE DEPEND ON RELATIONSHIPS WITH OTHER COMPANIES FORESEARCH FUNDING, CLINICAL DEVELOPMENT, SALES
AND MARKETING PERFORMANCE AND REVENUES. FAILURE TAAINTAIN THESE RELATIONSHIPS WOULD NEGATIVELY
IMPACT OUR BUSINESS. We rely on a number of sigrafiit collaborative relationships with major pharmaial companies for our
research funding, clinical development and/or safesmarketing performance. These include collaimr s with Fujisawa USA Inc., Glaxo
Wellcome, Hoffmann-La Roche, Pharmacia & Upjohrm&tg AG and Sumitomo Pharmaceuticals Co. Inc.a¥ge only rely on
international distributors for sales of AmBisomecertain countries. Reliance on collaborative fefethips poses a number of risks,
including:

- we will not be able to control whether our comgterpartners will devote sufficient resources togrograms or products;
- disputes may arise in the future with respet¢hé&oownership of rights to technology developedwitrporate partners;
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- disagreements with corporate partners could teattlays in or termination of the research, dgwelent or commercialization of product
candidates, or result in litigation or arbitration;

- contracts with our corporate partners may fapitovide significant protection or may fail to biéeetively enforced if one of these partners
fails to perform;

- corporate partners have considerable discretiateicting whether to pursue the development ofaatdjtional products and may pursue
alternative technologies or products either onrtbein or in collaboration with our competitors; and

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

Given these risks, there is a great deal of unicéyteegarding the success of our current and &utallaborative efforts. If these efforts fail,
our product development or commercialization of meaducts could be delayed or revenue from exigtioglucts, including Tamiflu,
AmBisome and VISTIDE, could decline.

OUR RIGHTS TO MARKET AMBISOME IN THE UNITED STATE&ND CANADA ARE LIMITED BY AN AGREEMENT WITH
FUJISAWA. FAILURE OF FUJISAWA TO EFFECTIVELY MARKETAMBISOME MAY REDUCE REVENUES. Our rights to market
AmBisome in the United States and Canada are dubj@n agreement with Fujisawa Healthcare, Indédithe terms of this agreement, we
have sole marketing rights to AmBisome in all coigstexcept the United States and Canada, but paystoyalties in connection with sales
in most significant Asian markets, including Japafe co-promote AmBisome with Fujisawa in the Unigtdtes. We manufacture
AmBisome for sale in the United States and Canadasall AmBisome to Fujisawa at cost in the Unifdtes and at cost plus a specified
percentage in Canada. Fujisawa collects all revefroen AmBisome sales in the United States and pay&% of the gross profits from st
sales. The success of AmBisome in the United Steittbe dependent primarily on the efforts of Bajiva and in Canada the success of
AmBisome will depend entirely on Fujisawa. If Fajga fails in its efforts, potential revenues frdme sales of AmBisome may be
substantially reduced.

FAILURE OF HOFFMANN-LA ROCHE TO EFFECTIVELY MARKETTAMIFLU WOULD REDUCE POTENTIAL REVENUES.
Hoffmann-La Roche has sole responsibility for prémgpand selling Tamiflu on a worldwide basis angl mave no control over their
activities. Therefore, we are relying on the eBat Hoffmann-La Roche for any revenues we reckiwm the sale of Tamiflu. If Hoffmann-
La Roche does not dedicate sufficient resourcésegpromotion of Tamiflu, or if Hoffmann-La Roch&il6 in its marketing efforts, the
royalties we receive from the sale of Tamiflu wodktrease and we would be adversely affected.

INABILITY TO ESTABLISH FUTURE SUCCESSFUL COLLABORAIVE RELATIONSHIPS MAY IMPAIR OUR FINANCIAL
RESULTS. We may seek future collaborative relatimos with corporate partners to fund some of oseagch and development expenses
to develop and commercialize some of our poteptiadiucts. For example, we have been in discussiithsseveral potential corporate
partners about collaborative development and comialezration of adefovir dipivoxil for hepatitis Byarticularly in Asian territories. Further,
we anticipate that our revenues from collaboratigeeements will continue to be affected by exisiggeements, as well as by the timing of
drug development programs of our corporate partvgesmay not be able to negotiate acceptable amiddive arrangements in the future,
any arrangements we do negotiate may not be sdatdgsve fail to establish additional collabonai relationships, we will be required to
undertake research, development, marketing and faetaung of our proposed products at our own egpen

WE HAVE A HISTORY OF LOSSES, EXPECT TO OPERATE ATL®SS FOR THE FORESEEABLE FUTURE AND MAY NEVER BE
PROFITABLE. We have never been profitable on ayelhr basis. We may never become profitable. Atelbdwer 31, 1999, our accumulated
deficit was $449.2 million. Our losses have resujieincipally
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from expenses associated with our research andaggnent programs and, to a lesser extent, fronssgkneral and administrative expenses.
Our product sales and royalty revenues are defreed sales of AmBisome, VISTIDE and DaunoXome amyhity arrangements related to
AmBisome and VISTIDE. In addition, we continue mbeigrate Gilead and NeXstar and unforeseen costd cequire us to spend
substantially more financial resources that we tenteipated.

OUR EXISTING PRODUCTS AND PRODUCTS UNDER DEVELOPMENIAY NOT BE ACCEPTED BY PHYSICIANS, INSURERS
AND PATIENTS. Many of our products in developmehgpproved for marketing, would have no establishrearket. The ability of these
products to achieve and sustain market acceptaiticdeywend on the receipt and scope of regulatppyravals and whether or not governm
authorities and managed care organizations willjadtely reimburse patients who use these products.

In addition, we need to convince the medical arttepaadvocacy community of:
- the effectiveness of these products in treatisgabe;

- the safety of these products when administergrhtients; and

- the advantages of these products over compeptivducts.

Physicians, patients, patient advocates, payorgtenthedical community in general may not accegtuse any products that we may
develop. If our products are not accepted, ourltesfi operations will suffer.

MANY OTHER COMPANIES ARE TARGETING THE SAME DISEASEAND CONDITIONS AS WE ARE. COMPETITIVE
PRODUCTS FROM OTHER COMPANIES COULD SIGNIFICANTLYEBDUCE THE MARKET ACCEPTANCE OF OUR PRODUCTS.
Our products and development programs target a aupfldiseases and conditions, including viral étifens, fungal infections, bacterial
infections and cancer. There are many commerciaigilable products for these diseases. Certaihasfet products are well-established
therapies and have generated substantial saleddition, a large number of companies and institigiare conducting well-funded research
and development activities directed at developiagtments for these diseases. Products currentlyeomarket and those under development
by our competitors could make our technology amtipcts obsolete or noncompetitive. We expect thatpetition for the treatment of these
diseases will increase in the future as new pradeister the market and advanced technologies beawailable. We will also be competing

to license or acquire technology from other comeani

Most of our competitors and potential competitcaisdnsubstantially greater resources than we dosé hesources include superior product
development capabilities and financial, scientifignufacturing, marketing, managerial and humaouregs. These competitors may achieve
superior patent protection, obtain key technolaggeive regulatory approval or achieve product centmlization earlier than us.

THE SIGNIFICANTLY GREATER RESOURCES OF THE MARKETIBIORGANIZATIONS OF LARGE PHARMACEUTICAL
COMPANIES COULD HINDER OUR ABILITY TO COMPETE SUCCESFULLY. Our products compete, and the productsnag

develop are likely to compete, with products ofestbompanies that currently have extensive andfuwetled marketing and sales operations.
Because these companies are capable of devotinificagtly greater resources to their marketingeff, our marketing or sales efforts may
not compete successfully against the efforts acd@hmher companies.

OUR EXISTING PRODUCTS ARE SUBJECT TO REIMBURSEMENRROM GOVERNMENT AGENCIES AND OTHER THIRD
PARTIES. PHARMACEUTICAL PRICING AND REIMBURSEMENT RESSURES MAY REDUCE PROFITABILITY. Successful
commercialization of our products depends, in gartthe availability of governmental and third pgrayor reimbursement for the cost of
such products and related treatments. Governmeitthredministration authorities, private healthuiress and other organizations generally
provide reimbursement. Government authorities aird-4party payors increasingly are challengingphiee of
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medical products and services, particularly folowative new products and therapies. This has esbiudtlower average sales prices. For
example, a majority of our sales of AmBisome, VIBEland DaunoXome are subject to reimbursement bgrgment agencies, resulting in
significant discounts from list price and rebatdéigdtions. If Tamiflu is approved for sale in Eumpts success will also depend largely on
obtaining government reimbursement in Europe becaumany European countries, including the Unikeéthdom and France, patients are
reluctant to pay for prescription drugs out of thmiwn pockets. We also expect that several of conlycts in development, particularly for
AIDS indications, will have a similar reimbursemenofile, if they receive regulatory approval. Eviereimbursement is available,
reimbursement policies may adversely affect oulitgo sell our products on a profitable basis.

In addition, in many international markets, goveemts control the prices of prescription pharmacaigi In these markets, once marketing
approval is received, pricing negotiation can takether six to twelve months or longer. Productsahttempts to gain market share or
introductory pricing programs of our competitorsilcbrequire us to lower our prices in these coestrivhich could adversely affect our
results of operations.

MOST OF OUR PRODUCT SALES ARE MADE IN EUROPE, ANDJERENCY FLUCTUATIONS MAY IMPAIR OUR FINANCIAL
RESULTS. A majority of our product sales are madg&urope, with 51.3% of our product sales for tharyending December 31, 1999
occurring in the United Kingdom, France, Germatglyland Spain. In most significant European markete sell AmBisome and
DaunoXome in the currency of the country in whillyt are sold. Accordingly, the prices of these pobslin U.S. Dollars will vary as the
value of the U.S. Dollar fluctuates against theseifjn currencies or the Euro. Increases in theevaf the U.S. Dollar against foreign
currencies may reduce our U.S. Dollar return orstiie of our products. In addition, although welgnpent hedging techniques with respect
to our foreign currency accounts receivable, thieskniques do not eliminate the effects of foraigrrency fluctuations with respect to
anticipated revenues. Therefore our future resuiltsontinue to be affected by foreign currencydiuations.

WE MAY NOT BE ABLE TO OBTAIN EFFECTIVE PATENTS TOROTECT OUR TECHNOLOGIES FROM USE BY COMPETITOF
AND PATENTS OF OTHER COMPANIES COULD REQUIRE US T®TOP USING OR PAY FOR THE USE OF REQUIRED
TECHNOLOGY. Our success will depend to a significé@gree on our ability to:

- obtain patents and licenses to patent rights;
- preserve trade secrets; and
- operate without infringing on the proprietaryhig of others.

We have rights to United States and foreign isquegdnts and have filed and will continue to filégue applications in the United States and
abroad relating to our technologies. There islg hswever, that patents may not issue from arthede applications or that the patents will
not be sufficient to protect our technology. Pasgjilications in the United States are confidentrdil a patent is granted. As a result, we
would not know if our competitors filed patent apptions for technology covered by our pending &agilons. We also cannot be certain that
we were the first to invent the technology thahis subject of our patent applications. Competitnay have filed patent applications or
received patents and may obtain additional pagmdsproprietary rights that block or compete witin patents.

We do not have patent filings covering adefovirdigil per se in China or in certain other Asiaruntries, although we do have applications
pending in various Asian countries, including Chiwaich relate to various forms and formulationsadéfovir dipivoxil. Asia is a major
market for hepatitis B therapies, one of the pagimdications for adefovir dipivoxil. We may oliigpatents for certain products many years
before marketing approval is obtained for thosalpots. Because patents have a
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limited life, which may begin to run prior to comml sale, the commercial value of the product inayimited.

Our competitors may file patent applications cavgrour technology. If so, we may have to parti@gatinterference proceedings or litigat
to determine the right to a patent. Litigation amerference proceedings are expensive even ifessfal. In August 1998, we were served
with a patent infringement lawsuit filed by Chir@orporation alleging that our research infringeg@tis patents covering the hepatitis C
NS-3 protein and gene sequences and their use iarsngefor potential hepatitis C therapeutics. Weeheeased our activities with respect to
the NS-3 protein and have settled the litigatiothw@hiron.

Our success depends in large part on our abiligp&rate without infringing upon the patents oreotbroprietary rights of third parties. If we
infringe patents of others, we may be preventechfcommercializing products or may be required t@ioblicenses from these third parties.
We cannot be certain that we would be able to otglernative technologies or any required liceEsen if we were to obtain such
technologies or licenses, we cannot be certaintifeaterms would be reasonable. If we fail to abaich licenses or alternative technologies,
we may be unable to develop some or all of our petsd

In addition, we use significant proprietary tectogyl and rely on unpatented trade secrets and ptapyiknow-how to protect certain aspects
of our production and other technologies. Our treglerets may become known or independently disedvey our competitors.

MANUFACTURING PROBLEMS COULD DELAY PRODUCT SHIPMENS AND REGULATORY APPROVALS. For VISTIDE,
adefovir dipivoxil and tenofovir DF, we rely on tHiparties for the manufacture of bulk drug substasnd final drug product for clinical and
commercial purposes. Hoffmann-La Roche is resptséil manufacturing Tamiflu and if they encounpeoblems in this process, our
revenues from the sales of Tamiflu could decredsedepend on these third parties to perform thgigations effectively and on a timely
basis. If these third parties fail to perform aguieed, our clinical trials or submission of protiifor regulatory approval may be delayed.
These delays could impair our ability to delivensuercial products on a timely basis and could impai competitive position.

We manufacture AmBisome and DaunoXome at our feslin San Dimas, California. Our only formulatiand manufacturing facilities are
in San Dimas, California; although we own a manufideg facility in Ireland that performs certainality control testing, labeling and
packaging, and we use third parties to fill andblyitize (freeze dry) certain batches of produchléernate contract suppliers. In the event of a
natural disaster, including an earthquake, equipriadnre, strike or other difficulty, we may bealsle to replace this manufacturing capacity
in a timely manner and would be unable to manufacdmBisome and DaunoXome to meet market needs.

WE MAY NOT BE ABLE TO OBTAIN MATERIALS NECESSARY TGMANUFACTURE OUR PRODUCTS. Many of the materialsith
we utilize in our operations are made at only ality. For example, we depend on single supplierdiigh quality amphotericin B,
daunorubicin HC1 and high quality cholesterol, eafttvhich is used in the manufacture of our liposgmnoducts. We have qualified only ¢
supplier with the FDA for the bulk drug substansediin VISTIDE and one different supplier for tiveaf drug product. A shutdown in any
these facilities due to technical, regulatory drestproblems, resulting in an interruption in syppli these materials, could have an adverse
impact on our financial results. While we have eisaed a second source of bulk drug substancdystmpVISTIDE, we have not yet
qualified this source with the FDA and cannot bease that the FDA will approve this second souecause the suppliers of key
components and materials must be named in the negvagplication filed with the FDA for a producigsificant delays can occur if the
qualification of a new supplier is required. If plips from our suppliers were interrupted for aeggon, we could be unable to ship
AmBisome, VISTIDE or DaunoXome, or supply any of puoducts in development for clinical trials.
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WE HAVE LIMITED EXPERIENCE IN MANUFACTURING NON-LIRDSOMAL PRODUCTS AND COULD BE ADVERSELY
AFFECTED IF WE FAIL TO DEVELOP MANUFACTURING CAPAQIY. For some of our potential products, we will dee develop

further our production technologies for use onrgdascale in order to conduct clinical trials gmdduce such products for commercial sale at
an acceptable cost. We cannot be certain that Wéevable to implement any of these developmemtseassfully.

The manufacturing process for pharmaceutical prisdgdighly regulated, and regulators may shutrdavanufacturing facilities that they
believe do not comply with regulations. The FDAsrent Good Manufacturing Practices are extenggelations governing manufacturing
processes, stability testing, record-keeping aradityustandards. In addition, our manufacturingratiens are subject to routine inspections
by regulatory agencies and similar regulationsraedfect in other countries.

OUR BUSINESSES MAY GIVE RISE TO PRODUCT LIABILITY IKAIMS NOT COVERED BY INSURANCE OR INDEMNITY
AGREEMENTS. The testing, manufacturing, marketind ase of AmBisome, VISTIDE and DaunoXome, as w&slproducts in
development, involve substantial risk of produabliity claims. These claims may be made direcylbnsumers, healthcare providers,
pharmaceutical companies or others. Although wentaan product liability insurance, a single prodlibility claim could exceed the
coverage limits, and multiple claims are possibilhat happens, the insurance coverage we havenoiaye adequate. A successful product
liability claim in excess of our coverage coulduig us to pay substantial amounts. This could embly affect our results of operations.
Moreover, the amount and scope of any coveragehmayadequate to protect us in the event of a sséaleproduct liability claim. In the
future such insurance may not be renewed at arptatie cost or at all. If liability insurance beaesrunobtainable, our ability to clinically
test and to market our products could be signifigampaired.

Additionally, we are required by governmental redians to test our products even after they haemlseld and used by patients. As a result
of such tests, we may be required to, or may deterthat, we should recall products already inrttagket. Subsequent testing and product
recalls may increase our potential exposure toysrbliaibility claims.

OUR USE OF HAZARDOUS MATERIALS, CHEMICALS, VIRUSESND RADIOACTIVE COMPOUNDS EXPOSES US TO
POTENTIAL LIABILITIES. Our research and developmémtolves the controlled use of hazardous materéemicals, viruses and various
radioactive compounds. Although we believe thatsafety procedures for handling and disposing ohsuaterials comply with the standa
prescribed by state and federal regulations, waaatompletely eliminate the risk of accidental teonination or injury from these materials.
In the event of such an accident, we could be hegbde for significant damages or fines.

ITEM 2. PROPERTIES

Our corporate headquarters, including our prinogalcutive offices and certain of our researcHifees are located in Foster City, Californ

At this location, we lease approximately 221,600a8¢q feet of space in eight proximately locateddiugs. One of the leases covering 59,039
square feet of space in this group of buildingsirespin December 2003 and there are no renewadmgtiThe remaining leases expire in
March and September 2006 and we have an opticentar all of these leases for two additional fivewyeeriods.

In Boulder, Colorado, we sublease a facility of mpimately 32,000 square feet of office space, Whie use as administrative offices. This
sublease expires in July 2003. We also lease appataly 60,000 square feet of space, which we osie &s research laboratories and as
administrative offices. This lease expires in OetoP001, but can be renewed at our option for twazassive five-year periods.

We also occupy a facility in San Dimas, Califoroieder a noncancelable operating lease that expitdsy 2003 with two five-year renewal
options. This facility has 51,500 square feet @cgpand houses research and development activitées)facturing and certain administrative
functions.
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The facility has been inspected by the State off@ala for compliance with "current Good Manufaghg Practices" and is licensed by the
State of California for pharmaceutical manufactgrifihe license is renewable annually. The San Diimehty has been registered for the
commercial production of AmBisome and DaunoXomeéhgyMedicines Control Agency in the United Kingd@whCA) and the FDA.

We also lease a second manufacturing facility adfjato our other facility in San Dimas, Californidis lease expires in November 2003y
two five-year renewal options. This second facilityfSsan Dimas provides in excess of 70,000 squeetedf space, including approximately
45,000 square feet of manufacturing space, andriprimary injectable pharmaceutical productiompl®oth the MCA and the FDA have
approved the manufacture of AmBisome at this figcili

Finally, the Company owns a 9,700 square footifgdibcated in Dublin, Ireland, in which the quglitontrol testing, final labeling and
packaging are currently being conducted for AmBis@nd DaunoXome for the European Union and elseavher

ITEM 3. LEGAL PROCEEDINGS

On August 11, 1997, we reached a settlement withTiposome Company, Inc. in which we each agreetismiss all legal proceedings
involving patents related to our liposomal formidatof amphotericin B. In the settlement agreeme&hg Liposome Company agreed not to
sue us in connection with the worldwide productionl sales of AmBisome and gave us rights to use sditheir patents. Under the terms of
the settlement Agreement, we are required to makenpnts based on AmBisome sales over the nextaepears.

In August 1998, we were sued by Chiron who clairtieed we were infringing their patents for hepat@isind related technology. In
December 1999, we agreed to the terms of a settieageeement with Chiron and, as a result, we raagigetime settlement payment of $(
million to Chiron.

We are also a party to various other legal acttbasarose in the ordinary course of our busird&sdo not believe that any of these other
legal actions will have any significant impact air dusiness.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITI ES HOLDERS
Not applicable
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PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON STOCK AND RE LATED STOCKHOLDER MATTERS

Our common stock is traded on The Nasdaq Stock élankder the symbol "GILD." The following table sébrth for the periods indicated
the high and low prices per share of our commookstem The Nasdag Stock Market. These prices repregmtations among dealers without
adjustments for retail mark-ups, mark-downs or céssions, and may not represent prices of actuasareions.

1999 CLOSING HIGH CLOSING LOW
First Quarter........ccccccoevveeeeeciieeceeenns .. $56 3/4 $353/4

Second Quarter.......ccoceeeeeevveeeeeiiveeeeeenns .. $521/4 $ 36 1/16

Third Quarter.........cccccoevvveeeeiiieeeeens .. $923/8 $521/8

Fourth Quarter.........cccccceveeeieeeiieeennenn. .. $7325/32 $371/4

1998

First Quarter. $ 42 5/8 35

Second QUarter.........cccveevveeeireeeciieene. . $431/4 $315/8

Third Quarter.........cccccoeevvveeeeiiieeeeens .. $303/8 $181/4

Fourth Quarter.........ccccocveeeeeiveeeeeenee. .. $411/16 $183/4

As of February 25, 2000, we had 44,388,828 shdresromon stock outstanding held by approximatel§ s&®ckholders of record. We have
not paid dividends on our common stock since oception and we do not anticipate paying any inftheseeable future.

ITEM 6. SELECTED FINANCIAL DATA

GILEAD SCIENCES, INC.
SELECTED CONSOLIDATED FINANCIAL DATA(1)
(IN THOUSANDS, EXCEPT PER SHARE DATA)

NINE MONTHS
YE ARS ENDED DECEMBER 31, ENDED
------------ DECEMBER 31,
1999 1998 1997 1996 1995 (2)
CONSOLIDATED STATEMENT OF OPERATIONS
DATA:
Total revenues..........cccoeeueeenn. $ 168,979 $151,119 $132,258 $122,121 $ 50,744
Total costs and expenses............. 239,838 230,631 220,480 181,403 114,800
Loss from operations................. (70,859) (79,512) (88,222) (59,282) (64,056)
Net 10SS.....cvvvveriieiriieiien, (66,486) (44,758) (72,893) (45,614) (59,225)
Basic and diluted net loss per common
share.....cccceeeeieeenieee, $ (1.55) $ (1.09) $ (1.85) $ (1.21) $ (1.97)
Common shares used to calculate basic
and diluted net loss per common
share.....cccoceeeeeieieiieene, 42,826 41,015 39,432 37,641 30,187
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DECEMBER 31,

1999 1998 1997 1996 1995

CONSOLIDATED BALANCE SHEET DATA:
Cash, cash equivalents and marketable

SECUNLIeS....ccvvierreeiiiens $ 294,394 $ 348,743 $387,361 $ 338,354 $ 182,657
Working capital.............cc.o... 324,104 359,555 396,810 332,352 180,568
Total assets.......cccceeveueeennen. 436,808 487,764 516,989 450,540 275,376
Long-term obligations................ 5,253 8,883 9,658 18,120 13,330
Convertible subordinated

debentures..........ccccvvvinenns 79,533 80,000 80,000 -- --
Accumulated deficit.................. (449,232) (382,746) (337,988) (265,095) (219,481)
Total stockholders' equity (3)....... 297,292 333,699 357,726 374,649 228,931

(1) Periods prior to the year ended December 339 Mawve been restated to reflect the merger witksise Pharmaceuticals, Inc. on July 29,
1999, which has been accounted for as a poolimgtefests.

(2) In October 1995, we changed our fiscal yearfemtt March 31 to December 31, effective with tlienmonths ended December 31, 1¢
(3) No dividends have been declared or paid orconrmon stock.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
OVERVIEW

We were incorporated in Delaware on June 22, 188d are an independent biopharmaceutical compatgdeks to provide accelerated
solutions for patients and the people who carg¢ifem. We discover, develop, manufacture and comialee proprietary therapeutics for
challenging infectious diseases (viral, fungal Badterial diseases) and cancer. Currently, we ramkdisome-Registered Trademark-
((amphotericin B) liposome for injection), an aatifjal agent, DaunoXome-Registered Tradem@&unorubicin citrate liposome injection’
drug approved for the treatment of Kaposi's sar¢c@nd VISTIDE-Registered Trademark- (cidofovir itjen) for the treatment of
cytomegalovirus ("CMV") retinitis. Hoffmann-La Roehnc. ("Roche") markets Tamiflu-TM- (oseltamivingsphate) for the treatment of
influenza, under a collaborative agreement. Intamitiwe are developing products to treat diseaaased by human immunodeficiency virus
("HIV"), hepaititis B virus ("HBV"), bacterial infatons and cancer.

On July 29, 1999, we entered into a business caatibimwith NeXstar Pharmaceuticals, Inc. ("NeXstarhe business combination has been
accounted for as a pooling of interests and ouohiéal consolidated financial statements for &lags prior to the business combination have
been restated in the accompanying consolidateddiabstatements to include the financial positi@sults of operations and cash flows of
NeXstar.

FORWARD-LOOKING STATEMENTS AND RISK FACTORS

The following discussion of our financial conditiand results of operations contains forward-loolstajements within the meaning of
Section 27A of the Securities Act and Section 2.the Exchange Act that involve risks and uncettaim Our actual financial and operating
results could differ materially from our expectatio Some of the factors that could cause theserdiftes are listed below. These factors, as
well as other factors that could cause or conteltatthese differences, are described in moreldatder "Risk Factors" beginning on page 26
of this report.

37



MERGER INTEGRATION. We continue to integrate Gileaith NeXstar and unforeseen integration issuesdcdisrupt our business or
require us to expend substantially more finan@aburces than anticipated.

REGULATORY PROCESS. The FDA and foreign agenciaddeeject or limit the commercialization of ouroplucts for a number of
reasons. If these agencies reject or limit the censralization of our products, our financial resultould be adversely affected.

AMBISOME SALES. We rely on sales of AmBisome fosignificant portion of our operating income. If emwues from sales of AmBisome
decrease, our operating income would decrease.

MARKET ACCEPTANCE OF PRODUCTS. If our products dat mchieve and sustain market acceptance, outsedubperations will
suffer. Tamiflu is in a new class of drugs thatresent a new approach to treating the flu. In ofdeTamiflu to achieve significant market
acceptance, our marketing partner, Hoffmann-La Rpgtust change attitudes toward flu treatment.

COLLABORATIONS. We depend on collaborations for theerelopment and commercialization of certain potsland for revenue, includi
the collaboration with Hoffmann-La Roche for sadé§ amiflu and the collaboration with Fujisawa &ales of AmBisome in the United
States and Canada. These collaborations coultbfaal number of reasons. We will also seek additi@ollaborations, including a
collaboration for adefovir dipivoxil for the treaemt of Hepatitis B virus infection. If our collaladions fail or if we are unable to establish
additional collaborations, our financial resultsuMbbe adversely affected.

FOREIGN CURRENCY FLUCTUATIONS. A significant portiocof our sales is in foreign currency. Increasehvalue of the U.S. Dollar
against foreign currencies can reduce our U.S.ddaditurn on these sales and negatively impactimamncial condition.

UNCERTAIN FINANCIAL RESULTS. We expect that our &incial results will continue to fluctuate from qgiesrto quarter and that such
fluctuations may be substantial. We have never Ipeefitable on a full-year basis and may never ehior sustain profitability. As of
December 31, 1999, our accumulated deficit was $4d@llion.

REVENUES

We had total revenues of $169.0 million, $151.1liariland $132.3 million for the years ended Decen®de 1999, 1998 and 1997,
respectively. Total revenues include revenues fnetrproduct sales, net royalties and contractfyditg research and development ("R&D")
collaborations.

Net product sales revenue was $139.9 million, $# idllion and $100.9 million for 1999, 1998 and ¥9%espectively. Such revenues
increasingly derived from sales of AmBisome, whiepresented 92%, 91% and 83% of total product saelenue in 1999, 1998 and 1997,
respectively. We also recognized product saleswax®f $5.9 million and $4.8 million from sales\dSTIDE and DaunoXome, respective
during 1999. A significant majority of our prodwsales, particularly sales of AmBisome, are denotathan foreign currencies. In future
periods, the combined levels of sales of VISTIDE &aunoXome are expected to be relatively flataepmared to 1999 amounts.

During 1999, 1998 and 1997, we recorded net royakgnue of $10.4 million, $7.3 million and $1.6lmn, respectively. During this three-
year period, the most significant source of royadtyenue was from sales of AmBisome in the UnitedeS by Fujisawa Healthcare, i
("Fujisawa"), under a cpromotion arrangement we have with them. Duringftiueth quarter of 1999, we began recognizing rigyavenue:
from Fujisawa's sales of AmBisome in the monthdiwihg the month in which the related product salesur. Prior to the fourth quarter of
1999, we recognized this royalty revenue in the timdime sales occurred. We have recognized nettyosatenue of $8.3 million from
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Fujisawa in 1999, which represents 11 months @&fssby Fujisawa to customers. Net royalty reveneesgnized from Fujisawa's sales of
AmBisome in 1998 and 1997 were $4.8 million and’$aillion, respectively. Substantially all of themaining net royalty revenue
recognized in each year of this three-year pespiasents royalties from sales of VISTIDE by Phaim& Upjohn S.A. ("Pharmacia &
Upjohn") outside the United States. In future pasicroyalties from sales of VISTIDE are expectelig¢aelatively flat. In October 1999, the
U.S. Food and Drug Administration approved Tamifluthe treatment of influenza A & B in adults. We-developed Tamiflu with F.
Hoffmann-La Roche Ltd. and Hoffmann-La Roche Imollgctively, "Roche"), which owns the worldwideramercial rights to the product
and is required to pay to us a royalty on net séeginning in 2000, we expect that royalties fremtes of Tamiflu will comprise a greater
portion of our net royalty revenue. We will recagmroyalty revenue from sales of Tamiflu in the rsiafollowing that in which the related
product sales occur.

Contract revenue was $18.7 million, $29.6 milliord&29.8 million in 1999, 1998 and 1997, respedtivEhe single most significant source
of contract revenue in each of these three yedatereto the development of Tamiflu under our R&llaboration agreement with Roche.
Tamiflu is an orally-administered compound devetbfetreat and potentially to prevent viral inflzenn humans. During 1999, 1998 and
1997, we recorded approximately $14.9 million, #1éillion and $14.2 million, respectively, of coatt revenue under this agreement with
Roche. The 1999 amount includes $2.1 million of R&mbursements and $12.8 million of milestone peyts. The $16.4 million recorded
during 1998 represents reimbursed R&D expensesnahdies $5.2 million attributable to R&D expengssurred in the fourth quarter of
1997, which were subject to Roche's approval &eakember 31, 1997. Such expenses were approveeifadoursement and recognized as
revenue in 1998. During 1997, we recognized asraontevenue R&D reimbursements of $8.2 million amitbstone payments of $6.0
million. We are entitled to additional milestoneypzents of up to $21.2 million upon achieving certdévelopmental and regulatory
milestones. While we may earn additional milestamader the Roche agreement in 2000, R&D reimburagsnender the Roche agreement
are expected to be slightly lower in 2000 as corgan 1999. Such reimbursements will approximateadcelated R&D costs we incur.

In November 1999, we entered into an agreement36thalogic, Inc. ("Somalogic") under which we assigjto Somalogic a sole and
exclusive license to certain intellectual propentgjuding patents and patent applications. Undertérms of the agreement, Somalogic is
required to pay to us a total of $2.5 million inotwonrefundable installments. The first installmeih$1.5 million was paid in November 19
and is included in contract revenue in our consodid statement of operations for the year endeémber 31, 1999. The remaining $1.0
million installment is due in November 2000 and;dngse Somalogic is a developmental stage entityriag require third party financing, we
will recognize this amount as contract revenue wigerived. Contract revenue recognized in 1999iatdades a $1.0 million performance-
based milestone payment received from SKW Amerilcas,("SKW"). SKW is the 51% owner of Proligo L. ("Proligo"), an entity in
which we hold the remaining 49% ownership interest.

In 1998, we recorded as contract revenue a $3l@mihilestone payment from Sumitomo Pharmacegi€a., Ltd., related to a license of
AmBisome rights in Japan. Also in 1998, we enténéal an agreement with Isis Pharmaceuticals, Isis(’) under which we sold to Isis the
holdings of its antisense patent estate, inclugatgnts and patent applications. Under the terntiseoAgreement, Isis is required to pay to

total of $6.0 million in four installments. The #&btale price of $6.0 million is included in cortraevenue in 1998.

Contract revenue for both 1998 and 1997 also idudimbursement of research expenses under dabative agreements with Glaxo
Wellcome Inc. ("Glaxo") and Schering A.G. ("Schefin Under our agreement with Schering relatechéodiscovery and development of
aptamers as in vivo diagnostic agents ("ScherirgeBeh Agreement”), we recognized $2.4 millionaftcact revenue in
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both 1998 and 1997. The Schering Research Agreesmpited in 1999, but a related license agreememains in effect. Our collaborative
agreement with Glaxo was related to its code blopkegram. Contract revenue recognized in conneatith the Glaxo agreement was $1.8
million in 1998 and $3.0 million in 1997. In Jun@9B, the agreement and the funding for the progwane terminated, resulting in reduced
revenue in 1998 as compared to 1997.

During 1997, we recognized in contract revenue@Ginillion milestone payment under our collabaratagreement with Pharmacia &
Upjohn following the marketing authorisation forS/MDE in the European Union. This is the only mitee payment provided for under that
agreement.

COSTS AND EXPENSES

Cost of goods sold was $29.5 million, $23.4 millemmd $21.6 million for the years ended Decemberl899, 1998 and 1997, respectively,
and resulted from sales of AmBisome, VISTIDE, araiboXome. Overall, cost of goods sold has beehanmdnge of 20% to 21% of net
product sales in each of the three years preseimednnection with most of our European produtésave price our products in the curre
of the country into which they are sold ("Paymentr€ncies"). A significant majority of our manufaghg costs are in U.S. Dollars. It is
likely that any decline in the value of the Paym&uatrencies relative to the U.S. Dollar would négdy impact our gross margins since our
manufacturing costs would remain approximatelysime while our revenues, which are reported in Ddlars, would decline. Except for
the potential impact of unpredictable and uncotdabi¢ changes in Payment Currencies relative tdJtlse Dollar, we expect the relationship
between cost of goods sold and net product sales tmnsistent for the foreseeable future, provitiede are no significant changes in the
nature or mix of product sales.

Our R&D expenses for the years ended Decemberd®B, 11998 and 1997 were $112.9 million, $127.8iamland $112.2 million,
respectively. The 12% decrease in 1999 as compare@98 is primarily attributable to our reducedearch activities at our Boulder,
Colorado facility. In August 1998, we transferrad 8oulder-based NeXstar Technology Products divi$d Proligo, our equity investee. In
addition, in October 1998, we reduced our R&D worke in Boulder by 47 employees and recorded aeresgof $1.6 million related to
severance packages for the discharged employe2998) we reduced our R&D workforce in Boulder llye8nployees upon completing our
merger with NeXstar. Finally, we had a reduced lle¥énvolvement in the development of Tamiflu iB99 as compared to 1998. These
decreases were offset in part by greater leveéxpénse in 1999 for the development programs fefoatt dipivoxil for hepatitis B infection
and tenofovir disoproxil fumarate (PMPA oral proglytdior HIV, as well as an adjustment of $2.9 millito fully reserve our supply of
adefovir dipivoxil for HIV. This adjustment was mads a result of our decision to discontinue thesli@ment of this product candidate in
the United States after a negative recommendation &n FDA advisory panel and discussions withRDBé following this recommendation.
The $15.6 million increase in R&D expenses betwkEgd7 and 1998 was primarily attributable to costoaiated with Phase 11l clinical trials
for adefovir dipivoxil for HIV, as well as the expded access program for patients with HIV infectioicreased R&D expenses in 1998 as
compared to 1997 also reflect costs associatedthdtidevelopment of adefovir dipivoxil for hepatiB infection. We expect our R&D
expenses to increase in 2000 relative to 1999 griipreflecting increased expenses related tactrginued late-stage development of
tenofovir disoproxil fumarate for HIV and adefodipivoxil for hepatitis B.
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Selling, general and administrative ("SG&A") expessvere $78.3 million, $78.2 million and $70.6 mill for the years ended December 31,
1999, 1998 and 1997. During 1999, we recorded $&l®n of compensation expense related to a NeXatack option plan that requires the
use of variable plan accounting. This charge wastsintially offset by cost savings related to tlmieation of duplicate selling, general and
administrative positions and functions within tlmrbined Gilead and NeXstar organization. The $7lbom increase in SG&A expenses in
1998 as compared to 1997 primarily represents @ostsred to:

strengthen the sales and marketing organizati@uiope to support increased levels of AmBisomessa&iepand sales, marketing and
operational capacity in anticipation of the thearpled commercial launch of adefovir dipivoxil foddaccrue an executive termination
agreement and severance packages for a NeXstafonmgkeduction; and, to support a greater levé&D activities. We expect our SG&A
expenses to increase during 2000 to support baghing marketing and sales activities and the pldrinerease in research and development
activities.

Expenses attributable to our merger with NeXstaiev#d.8.3 million for the year ended December 3991 These expenses primarily consist
of transaction costs, including professional fééiag fees and printing costs, employee severanusts and the writdown of certain NeXste
property and equipment that are not expected tsbd in future operations. Total employee severaasts incurred of $5.3 million relate to
the termination of 70 employees, the majority ofckhwere from our Boulder, Colorado facility. AsB&cember 31, 1999, all employees for
which severance costs were accrued had been taedirihe balance of this accrued liability was $Riion at December 31, 1999 and we
anticipate that substantially all remaining accraederance costs will be paid to former employsgeSdptember 2000. We do not expect to
achieve any significant ongoing future cost saviagisa result of these staff reductions, which vpeiarily undertaken to functionally reali
our organization during the merger integration pssc As we continue to grow, increased spendiioghiar areas will offset the effect of the
cost savings. We do not expect to recognize angresgs related to the NeXstar merger in future gerio

LITIGATION SETTLEMENT AND RELATED EXPENSES

We reported litigation settlement and related espsrof $0.8 million, $1.3 million and $16.0 millian1999, 1998 and 1997, respectively.
The amount for 1997 was primarily related to theydst 1997 settlement with The Liposome Company CTLin which both parties agreed
to dismiss all legal proceedings in connection with United States patents and their internaticoahterparts held by TLC (the "Patent
Litigation"). Under the terms of the settlementesment, we made an initial payment to TLC of $1illon and are required to make
additional payments beginning in 1998 based on AsoiBie sales over the next several years. Becaupayheents are subject to certain
minimum and maximum amounts, $10.0 million of tkeaunting charge recorded in 1997 represents therasent value of all future
minimum payments we are required to make. We de&xpect the difference between the future minimueh maximum payments to TLC to
be material. During 1997, we recorded additionglemses related to the Patent Litigation of $4.Zionil

GAIN ON SALE OF SUBSIDIARY

In 1998, we recorded a $22.1 million gain on tHe s&our 51% interest (the "Interest") in our ngwktablished subsidiary, Proligo, a
Delaware limited liability company, to SKW. Proligeas formed in July 1998 and initially consistedttd assets of our NeXstar Technology
Products division, a manufacturer of oligonucleesidnd specialty chemicals for the pharmaceuticdisstry. As payment for the interest,
received $15.0 million and a 49% interest in PetiSeBiosystems GmbH, a company in Hamburg, Gern#mg/"Hamburg Company"),
which specializes in the manufacture of nucleopitiesphoramidite monomers. In addition, SKW agreeqghty to us $3.0 million in
guaranteed payments and up to $20.5 million ingoardnce-based milestones through 2003. As palteofransaction, we contributed $4.9
million and our 49% interest in the Hamburg Compamy
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Proligo. The 49% interest in the Hamburg Compary déair value of approximately $5.5 million. SKWntributed $5.1 million and the
remaining 51% of the Hamburg Company to Proligo.

INTEREST INCOME AND INTEREST EXPENSE

We had interest income of $16.4 million, $21.8 ioilland $20.7 million in 1999, 1998 and 1997, reipely. The decrease in interest
income in 1999 as compared to 1998 is due to bdirchning balance of invested cash as well anidjidower investment returns in 1999.
While the balance of invested cash also decreased 1997 to 1998, this decrease was offset by gréatestment returns in 1998. We
expect interest income to continue to decline siglly in 2000, primarily due to decreasing baks of invested cash.

We incurred interest expense of $6.5 million, $miftion and $5.1 million in 1999, 1998 and 1997spectively. The decrease in interest
expense in 1999 as compared to 1998 is primarigytduhe repayment of debt obligations. Interepeese is greater in 1998 than in 1997
primarily due to the fact that we incurred a fullay's interest expense on our convertible subdetindebentures in 1998. The debentures
were issued in mid-1997. We expect interest exptnfgther decline in 2000 as we continue to reparydebt obligations.

EQUITY IN LOSS OF UNCONSOLIDATED AFFILIATE

During 1999, we recorded $4.7 million as our equitthe loss of Proligo, representing our 49% sludiferoligo's net loss for Proligo's fiscal
year ended November 30, 1999. In 1998, we recdbdetdmillion as our equity in the loss of Proligw the period from August 15, 19
(Proligo's inception date) through November 30,8l9he Proligo operating loss for December 19%jsroximately $0.9 million of which
we will recognize our 49% share (approximately $@idion) in 2000. We expect to continue to recagniosses on our equity investment in
Proligo during 2000.

Our investment in Proligo is reported in other nament assets on our consolidated balance sheetcdrnying amount of this investment is
$7.6 million at December 31, 1999. In October 1888 January 2000, we funded Proligo with a totfi49 million to maintain our
percentage ownership interest in Proligo. We pridséave no further commitments to provide addiibfunding to Proligo.

LIQUIDITY AND CAPITAL RESOURCES

Cash, cash equivalents and marketable securitiledo$294.4 million at December 31, 1999, comp#we$fB48.7 million at December 31,
1998. This decrease of $54.3 million is primariliedo the use of cash both to fund operating adiets/zand to purchase capital items, offse
proceeds from issuances of stock under employe& ptans.

Significant changes in working capital during 1988lude a $4.4 million increase in the balancene&ntories. During 1999, we began to
build our inventory of adefovir dipivoxil in antjgation of the planned launch of adefovir dipivdeit HIV at the end of the year. We
discontinued the development of adefovir dipivdail HIV in the United States after a negative reamendation from an FDA advisory panel
and discussions with the FDA following the recomutesion. While we are not carrying a finished goodsmponent of these inventories, $2.2
million of the $3.8 million increase in raw matdsigs due to an increased supply of adefovir dipivd his drug substance does not have a
limited shelf life and we intend to use it in owvélopment of adefovir dipivoxil for hepatitis BuBinventories of AmBisome have also
increased, consistent with increasing sales. Piepgienses and other current assets also incrbgi5 million. This increase is primarily
due to the addition of a $1.0 million receivablenfr Somalogic. Other noncurrent assets decreased¥t®.9 million at December 31, 199¢
$13.4 million at December 31, 1999. In part, tr6s5¥million decrease consists of a $2.7 millionuettbn in the carrying value of our
investment in Proligo, a $1.8 million receipt ofrgaceivable from SKW and a $1.0 million repaymehour receivable from Isis. Accrued
clinical
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and preclinical expenses decreased from $12.8omidt December 31, 1998 to $5.5 million at Decen®ier1 999. This decrease is largely
due to timing issues related to the completionasfain clinical trials and the commencement or adeanent of others. At December 31,
1998, other accrued liabilities includes a $5.0iarilaccrued liability to Roche, which representcRe’'s 1998 R&D funding in excess of our
related R&D spending. During 1999, we achievedehrélestones under our R&D agreement with Rocheracdgnized $12.8 million of
contract revenue as a result. Roche funded a parfithese milestone payments, as well as ther@lion of R&D reimbursement revenue
for the first quarter of 1999, by permitting usafifset our liability to Roche. Accordingly, the $5million reported as an accrued liability at
December 31, 1998 is reported as contract reveanregd1999.

Our accounts receivable balance at December 3B, 488 $45.6 million as compared to $43.1 millioDatember 31, 1998. The growth in
receivables was primarily due to increased salésmBisome and proportionately increased sales ofpoaducts in countries in which
payments tend to be relatively slow. In certairesashese slow payment practices reflect the pashiah governmental entities reimburse
our customers. Sales to customers in countriedehdtto be relatively slow paying have in the pasteased, and in the future may further
increase, the average length of time that accoeostvable are outstanding. This, in turn, mayease the financial risk of certain of our
customers. In certain countries in which paymeaigetbeen slow, particularly Greece, Spain and,Italy accounts receivable are significi
At December 31, 1999, our past due accounts reuleifar Greece, Spain and lItaly totaled approxifye#&5.8 million, of which
approximately $5.0 million was more than 120 dagstplue. To date, we have experienced only modest$ with respect to the collectior
our accounts receivable and believe that the pastdcounts receivable for Greece, Spain andata&\collectible. We continually seek to
improve our collection process to ensure that wiecioas much as possible from our product salestlaait such collections are timely.

We maintain a $10.0 million unsecured line of créfie "Credit Agreement") that bears interest fibating rate with a major financial
institution. Under the terms of the Credit Agreemere are required to maintain certain financigilosand there are limitations on our ability
to incur additional debt or to engage in certagngicant transactions. The Credit Agreement, whitudes a foreign exchange facility,
expires on April 16, 2001. As of December 31, 1988 had no outstanding borrowings under the Crsglieement.

We believe that our existing capital resourcespimpented by net product revenues and contract@yadty revenues, will be adequate to
satisfy our capital needs for the foreseeable &utés of December 31, 1999, we were entitled tateadl cash payments of up to $21.2
million from Roche upon achieving specific addigaevelopmental and regulatory milestones, althahgre can be no assurance that a
the milestones will be met. Our future capital iegments will depend on many factors, including camtinuing integration with NeXstar, t
progress of our research and development efféitss¢ope and results of preclinical studies amdcdli trials, the cost, timing and outcomes
of regulatory reviews, the rate of technologicalaates, determinations as to the commercial paetesftiour products under development,
commercial performance of AmBisome and any of aodpcts in development that receive marketing apgdr@dministrative expenses, the
status of competitive products, the establishméntanufacturing capacity or third-party manufaatgrarrangements, the expansion of sales
and marketing capabilities, possible geographi@asjon and the establishment of additional collatee relationships with other compan

We may in the future require additional funding,iethcould be in the form of proceeds from equitydebt financings or additional
collaborative agreements with corporate partnéudh funding is required, there can be no asseréimt it will be available on favorable
terms, if at all.
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NEW ACCOUNTING PRONOUNCEMENTS

In June 1998, the Financial Accounting Standardsr&¢'FASB") issued SFAS No. 133, ACCOUNTING FORRIEATIVE
INSTRUMENTS AND HEDGING ACTIVITIES, which establigls accounting and reporting standards for derigatistruments, including
forward foreign exchange contracts, and hedginigities. In June 1999, the FASB issued SFAS No., BBZCOUNTING FOR
DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES--DEFERRAL OF THE EFFECTIVE DATE OF FASB STATEMENT NO.
133. SFAS No. 133 is now effective for fiscal yebeginning after June 15, 2000 and, therefore, Wedopt this accounting standard
effective January 1, 2001. We have not yet detegththe impact of SFAS No. 133 on our financial posior results of operations.

We have recognized nonrefundable technology adeesseceived in connection with collaboration agrents as revenue when received,
when the technology has been transferred and wheardractual obligations relating to the fees flélled. In December 1999, the
Securities and Exchange Commission ("SEC") issuaff Sccounting Bulletin ("SAB") No. 101, "REVENURECOGNITION IN
FINANCIAL STATEMENTS." Among other things, SAB NA0O1 describes the SEC Staff's position on the matiog of certain
nonrefundable upfront fees received in connectidh research collaborations. We are evaluatingappicability of SAB No. 101 to our
existing collaborative agreements. Should we catethat the approach described in SAB No. 101 iserappropriate, we will change our
method of accounting effective January 1, 200@twmgnize such fees over the term of the relategeagent. Any required adjustment would
be recognized as a cumulative effect of a changedounting principle.

IMPACT OF YEAR 2000

In prior years, we implemented a Year 2000 prdjeetddress the issue of computer software and lzaedeorrectly processing dates through
and beyond the Year 2000. The goal of this projexs to ensure that all computer software and hanelthat we use or rely upon is retired,
replaced or made Year 2000 compliant before DeceBhel999. To date, we have not experienced aray 2@00-related operational issues
and are not aware of any material potential problémt may arise as a result of Year 2000 issulesrdrom our own internal systems or
from the products and services of third partiesnuwbich we rely.

The total cost of our Year 2000 compliance efferés not material to our financial condition or riésof operations. External costs of such
compliance efforts were approximately $2.1 milli@f.this amount, $1.4 million was charged to expessd the remainder has been
capitalized. Any remaining expenses related to chation efforts will be charged to expense as irexirWe will continue to monitor our
business-critical computer applications and thdsmipsuppliers and vendors throughout the yeaf20@nsure that any latent Year 2000
problems that may arise are promptly addressed.

MARKET RISK DISCLOSURES
FOREIGN CURRENCY EXCHANGE RISK

Our operations include manufacturing and salesiies in the United States as well as sales aig#/in Europe and Australia. As a result,
our financial results could be significantly affedtby factors such as changes in foreign currerclgange rates or weak economic conditions
in the foreign markets in which we distribute ovogucts. Our operating results are exposed to @simexchange rates between the U.S.
Dollar and various foreign currencies, the mosnigicant of which are the Euro, the British Poumdidhe Australian Dollar. When the U.S.
Dollar strengthens against these currencies, théwe value of sales made in the respective foreigrrency decreases. Conversely, when the
U.S. Dollar weakens, the relative amounts of sabssincrease. Overall, we are a net receiverrefda currencies and, therefore, benefit
from a weaker U.S. Dollar and are adversely
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affected by a stronger U.S. Dollar relative to thémreign currencies in which we transact significamounts of business.

To mitigate the impact of changes in currency erglearates on our foreign currency sales transagtisa enter into foreign exchange
forward contracts to hedge our foreign currencyaots receivables. These hedging activities caeliminate foreign-exchange risk.

The following table summarizes the notional amouantgrage currency exchange rates and fair vafuesr@pen foreign exchange forward
contracts at December 31, 1999. None of the castla/e maturities that exceed one year. Averags eae stated in terms of the amount of
foreign currency per U.S. Dollar. Fair values reprg estimated settlement amounts at Decembe©39, (Eontract amounts and fair value
thousands):

FAIR VALUE
CURRENCY CONTRACT AMOUNT AVERAGE RATE DECEMBER 31, 1999
Australian Dollar.............c..cceveeeveenne. $ 2,147 1.5547 $ (54)
British Pound....... . 7,657 0.6238 (54)
Danish Krone... 34 7.3527 -
EUFO...ooiiiiiie e 31,448 0.9755 20
Norwegian Krone...........cooeeecvvvvieveenennnn. 105 8.0322 --
Swedish Krona 587 8.5494 2)
SWISS Franc........cccoecveeeeiiiiiieeenienn. 261 1.5840 1

INTEREST RATE RISK

Our portfolio of available-for-sale investment setteis and our fixed-rate liabilities create an espre to interest rate risk. With respect to the
investment portfolio, we adhere to an investmeticpdhat requires us to limit amounts investedgaturities based on maturity, industry
group, investment type and issuer, except for siesiissued by the U.S. government. The goalsuofrovestment policy, in order of priority,
are as follows:

1. Safety and preservation of principal and diaaiion of risk;
2. Liquidity of investments sufficient to meet cdkiw requirements; and
3. Competitive after-tax rate of return.

The following table summarizes the expected ma#sriind average interest rates of our interesifigpassets and fixed-rate liabilities at
December 31, 1999 (dollars in thousands):

YEARS ENDING DE CEMBER 31, FAIR VALUE
------------------------ DECEMBER 31,
2000 2001 2002 2003 2004 THEREAFTER TOTAL 1999

ASSETS

Available-for-sale

Securities......... $177,018 $65,346 $18,50 0 %$ - % - $ -- $260,864 $258,341
Average interest

rate............... 6.08% 5.73% 6.3 2%

LIABILITIES

Minimum litigation

settlement,

including current

portion............ 1,083 1,178 1,28 1 1,394 1,516 2,084 8,536 8,536
Discount rate........ 8.50% 8.50% 8.5 0% 850% 8.50% 8.50%

Long-term debt,

including current

portion............ 1,003 807 65 2 301 - - 2,763 2,763
Average interest

rate.......c.o.... 11.54% 11.71% 11.6 4% 11.50%

Convertible

subordinated

debentures......... - -- - - - 79,533 - 79,533 101,802
Interest rate........ 6.25% 6.25% 6.2 5% 6.25% 6.25%
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
The financial statements required by this itemsateforth beginning at page 53 of this report.
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
Not applicable
PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information required by this Item concerning duiectors and executive officers is incorporatgdeference to pages 3 through 6 of our
Definitive Proxy Statement filed with the SEC puastto Regulation 14A in connection with the 200thAal Meeting (the "Proxy
Statement”) under the headings "Nominees" and "kex Officers."

COMPLIANCE WITH SECTION 16(A) OF THE EXCHANGE ACT

The information required by this Item is incorpacby reference to page 14 of the Proxy Statemménthe heading "Compliance with
Section 16(a) of the Securities Exchange Act of41'93

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item is incorp@eby reference to pages 15 through 21 of the P&tatement under the headings
"Executive Compensation" and "Compensation CommiReport.”

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The information required by this Item is incorp@eby reference to pages 13 through 14 of the P&tatement under the heading "Security
Ownership of Certain Beneficial Owners and Managgttie

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information required by this Item is incorp@eby reference to page 22 of the Proxy Statemmienthe heading "Certain Transactions'
and by reference to pages 15 through 21 of theyP3tatement under the heading "Executive Compensati
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K
(a) The following documents are filed as part @ fhorm 10-K:

(1) Schedule 1l'is included on page 85 of this repsll other schedules are omitted because theynat required or the required information
is included in the financial statements or notesdto.

(2) Exhibits
EXHIBIT EXHIBIT
FOOTNOTE NUMBER DESCRIPTION OF D OCUMENT

1) 3.1 Certificate of A mendment to Restated Certificate of
Incorporation of the Registrant.

2) 3.2 Amended and Rest ated Certificate of Incorporation of the
Registrant

3) 3.3 Bylaws of the Re gistrant, as amended and restated March 30,
1999

4.1 Reference is mad e to Exhibits 3.1, 3.2, and 3.3.

4) 4.2 Rights Agreement , dated as of November 21, 1994, between
Registrant and F irst Interstate Bank, with exhibits.

4) 4.3 Form of letter s ent to Gilead Sciences, Inc. stockholders,
dated December 1 4,1994.

1) 4.4 First Supplement al Indenture dated July 29, 1999 among IBJ
Whitehall Bank & Trust Company, NeXstar Pharmaceuticals,
Inc. and the Reg istrant to the Indenture dated July 31, 1997
between 1BJ Whit ehall Bank & Trust Company and NeXstar
Pharmaceuticals, Inc.

5) 4.5 Indenture dated July 31, 1997 between IBJ Whitehall Bank &
Trust Company an d NeXstar Pharmaceuticals, Inc. for 6 1/4%
Convertible Subo rdinated Debentures.

(6) 4.6 Amended and Rest ated Rights Agreement dated as of
October 21, 1999 between Gilead Sciences, Inc. and
ChaseMellon Shar eholder Services, LLC.

) 10.1 Form of Indemnit y Agreement entered into between the
Registrant and i ts directors and executive officers.

(@) 10.3 Form of Employee Proprietary Information and Invention
Agreement entere d into between Registrant and certain of its
officers and key employees.

2) 10.4 Registrant's 198 7 Incentive Stock Option Plan and related
agreements.

2) 10.5 Registrant's 198 7 Supplemental Stock Option Plan and related
agreements.

10.7 Registrant's Emp loyee Stock Purchase Plan, as amended
March 30, 1999.

10.8 Registrant's 199 1 Stock Option Plan, as amended March 30,
1999.

2) 10.15  Form of Non-Qual ified Stock Option issued to certain
executive office rs and directors in 1991.

2) 10.16  Relocation Loan Agreement, dated as of November 1, 1990
among Registrant , John C. Martin and Rosemary Martin.

2) 10.17  Vintage Park Res earch and Development Net Lease by and
between Registra nt and Vintage Park Associates dated
March 27, 1992 f or premises located at 344B, 346 and 353
Lakeside Drive, Foster City, California with related
addendum, exhibi ts and amendments.

2) 10.21  Letter Agreement , dated as of September 23, 1991 between

®

Registrant and |
confidential inf
10.23  Vintage Park Res
between Registra
September 16, 19

Drive, Foster Ci

a7

OCB/ REGA, with exhibits with certain
ormation deleted.

earch and Development Net Lease by and
nt and Vintage Park Associates dated

93 for premises located at 335 Lakeside
ty, California with related exhibits.



EXHIBIT
FOOTNOTE

EXHIBIT
NUMBER DESCRIPTION OF D

9)

(10)

4
(30)

11)

(12)

(12)

(12)

(13)

(13)

(13)

(14)

(15)

@1

(CH0)

(16)

n

(18)

1n

10.26  Amendment Agreem
Registrant and |
and exhibits wit

10.29 License and Supp
Cyanamid Company
confidential inf

10.30  Loan Agreement,
and Mark L. Perr

10.33  Registrant's 199
as amended Janua
option grant.

10.34  Collaborative Re
1996, by and bet
certain confiden

10.36  Vintage Park Res
Registrant and W
June 24, 1996 fo
Foster City, Cal

10.37  Amendment No. 1
Lease by and bet
Partnership date
Lakeside Drive,

10.38  Amendment No. 2
Lease by and bet
Partnership date
344B, 346 and 35

10.40 License and Supp
Pharmacia & Upjo
confidential inf

10.41 Series B Preferr
Registrant and P

10.42  Development and
Hoffmann-La Roch
September 27, 19
deleted.

10.45 Amended and Rest
Registrant and R
1997 with certai

10.46  Amendment No. 1
as of December 2
Wellcome Inc.

10.47  Patent Rights Pu
Pharmaceuticals,
confidential inf

10.48 Amendment No. 3
Lease by and bet
dated August 14,
Drive, Foster Ci

10.49  Agreement and PI
among Registrant
Pharmaceuticals,

10.52  License Agreemen
and NeXstar Phar
1991, as amended

10.53 Amendment No. 2,
3, dated Septemb
University Resea
Inc., effective
October 26, 1992

10.55 Collaborative Re
Pharmaceuticals,
November 16, 199
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ent, dated October 25, 1993 between

OCB/ REGA, and related license agreements
h certain confidential information deleted.

ly agreement between Registrant and American
dated August 1, 1994 with certain

ormation deleted.

dated as of October 1, 1994 among Registrant
y and Melanie P. Pena.

5 Non-Employee Directors' Stock Option Plan,
ry 26, 1999, and related form of stock

search Agreement, dated as of March 25,
ween Registrant and Glaxo Wellcome Inc. with
tial information deleted.

earch and Development Lease by and between
CB Sixteen Limited Partnership dated

r premises located at 333 Lakeside Drive,
ifornia.

to Vintage Park Research and Development
ween Registrant and WCB Seventeen Limited
d June 24, 1996 for premises located at 335
Foster City, California.

to Vintage Park Research and Development
ween Registrant and WCB Seventeen Limited
d June 24, 1996 for premises located at

3 Lakeside Drive, Foster City, California.

ly Agreement between Registrant and

hn S.A. dated August 7, 1996 with certain
ormation deleted.

ed Stock Purchase Agreement between
harmacia & Upjohn S.A. dated August 7, 1996.
License Agreement between Registrant and F.
e Ltd and Hoffmann-La Roche Inc dated

96 with certain confidential information

ated Co-promotion Agreement between
oche Laboratories, Inc. dated September 12,
n confidential information deleted.

to Collaborative Research Agreement, dated
2, 1997, between Registrant and Glaxo

rchase Agreement between Registrant and Isis
Inc. dated December 18, 1998 with certain
ormation deleted.

to Vintage Park Research and Development
ween Registrant and Spieker Properties, L.P.
1998 for premises located at 355 Lakeside

ty, California.

an of Merger dated February 28, 1999 by and
, Gazelle Acquisition Sub, Inc. and NeXstar
Inc.

t between University Research Corporation
maceuticals, Inc., effective as of July 17,

on October 26, 1992.

effective April 5, 1996, and Amendment No.
er 5, 1996, to the License Agreement between
rch Corporation and NeXstar Pharmaceuticals,
as of July 17, 1991, as amended on

search Agreement between NeXstar
Inc. and Schering A.G., dated as of
3.



EXHIBIT
FOOTNOTE

EXHIBIT
NUMBER DESCRIPTION OF D

(18)

an

®)

®)

®)
(20)

(21)
(21)

(19)

(22)

(19)

(1)

(20)

(19)

(1)

(19)

(21)

(23)

(19)

24

(24)

24

10.56  Letter Agreement
Schering A.G., e
Collaborative Re
Pharmaceuticals,
November 16, 199

License Agreemen
Schering A.G., d

Master Lease Agr
between General
Pharmaceuticals,
10.61 Master Security

between General
Pharmaceuticals,
10.62 NeXagen, Inc. 19
February 8, 1993
10.63 NeXstar Pharmace
adopted July 25,
10.64 Vestar, Inc. 198
10.65 Lease, dated Mar
Majestic Realty
Amendment No. 1
as of June 8, 19
10.66  Third Amendment,
Realty Co. and P
Registrant, to L
Inc. and Majesti
10.67  Assignment and R
effective as of
of Hope National
10.68 License Agreemen
Vestar, Inc. and
California.

Agreement by and
Inc., dated Augu
dated as of May
10.70  Amendment No. 2

Vestar, Inc., da

USA, Inc. and Ve

information dele
10.71  Amendment No. 3

the Registrant,

between Fujisawa

August 9, 1991.
10.72  Lease, dated Apr
Majestic Realty

First Amendment
Majestic Realty
Vestar, Inc. ame
Majestic Realty
Vestar, Inc.

10.57

10.60

10.69

10.73

10.74  Master Lease Agr
Inc. and Comdisc
10.75 Amendment No. 1,

Pharmaceuticals,
Agreement, dated
Comdisco, Inc.
Royalty Agreemen
Pharmaceuticals,
10.77 Pharmaceutical P
Veterans Affairs
April 30, 1996.
10.78  Master Agreement
NeXstar Pharmace
Pharmaceutical P
Health and Human
dated April 30,

10.76

10.79
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between NeXstar Pharmaceuticals, Inc. and
ffective February 1, 1997, amending the
search Agreement between NeXstar

Inc. and Schering A.G., dated as of

3.

t between NeXstar Pharmaceuticals, Inc. and
ated as of November 16, 1993.

eement, dated as of September 9, 1996,
Electric Capital Corporation and NeXstar
Inc.

Agreement, dated as of March 27, 1997,
Electric Capital Corporation and NeXstar
Inc.

93 Incentive Stock Plan, adopted

, as amended.

uticals, Inc.'s 1995 Director Option Plan,
1995.

8 Stock Option Plan.

ch 26, 1987, between Vestar, Inc. and

Co. and Patrician Associates, Inc. and
thereto and Amendment No. 2 thereto, dated
92.

dated January 11, 1996, between Majestic
atrician Associates, Inc. and the

ease, dated March 26, 1987, between Vestar,
¢ Realty Co. and Patrician Associates, Inc.
oyalty Agreement, dated December 21, 1990,
June 2, 1989, between Vestar, Inc. and City
Medical Center.

t, effective as of August 12, 1986, between
The Regents of the University of

between Fujisawa USA, Inc. and Vestar,

st 9, 1991, and Amendment No. 1 thereto,

17, 1994.

to agreement between Fujisawa USA, Inc. and
ted as of April 3, 1995, between Fujisawa

star, Inc. with certain confidential

ted.

to Agreement between Fujisawa USA, Inc. and
dated March 4, 1996, to the Agreement by and
USA, Inc. and Vestar, Inc., dated

il 13, 1992, between Vestar, Inc. and

Co. and Patrician Associates, Inc.

to Lease, dated April 10, 1993, between
Co. and Patrician Associates, Inc. and
nding Lease, dated April 13, 1992, between
Co. and Patrician Associates, Inc. and

eement, dated June 29, 1994, between Vestar,
o, Inc.

dated December 5, 1997, between NeXstar
Inc. and Comdisco, Inc. to the Master Lease
June 29, 1994, between Vestar, Inc. and

t, dated October 30, 1995, between NeXstar
Inc. and Amplimed Corporation.

ricing Agreement between the Secretary of
and NeXstar Pharmaceuticals, Inc., dated

between Secretary of Veterans Affairs and
uticals, Inc., dated April 30, 1996.

ricing Agreement between the Secretary of
Services and NeXstar Pharmaceuticals, Inc.,
1996.



EXHIBIT EXHIBIT
FOOTNOTE NUMBER DESCRIPTION OF D OCUMENT
(24) 10.80 Rebate Agreement between the Secretary of Health and Human

Services and the

Registrant, dated April 30, 1996.

(25) 10.81 Industrial Real Estate Lease, dated July 1, 1996, by and
between Wilderne ss Place, Ltd. and NeXstar Pharmaceuticals,
Inc.

(26) 10.82  Sublease Agreeme nt, dated July 31, 1996, between Sybase,

Inc. and NeXstar Pharmaceuticals, Inc.

(18) 10.83  License and Dist ribution Agreement, dated September 26,
1997, by and bet ween Sumitomo Pharmaceuticals Co., Ltd. and
NeXstar Pharmace uticals, Inc. with certain confidential
information dele ted.

27 10.84  Settlement Agree ment, dated August 11, 1997, by and among
NeXstar Pharmace uticals, Inc., Fujisawa U.S.A., Inc. and The
Liposome Company , Inc. with certain confidential information
deleted.

27 10.85  Credit Agreement , dated September 1, 1997, by and between
NeXstar Pharmace uticals, Inc. and Wells Fargo Bank, National
Association.

(28) 10.86  First Amendment to Credit Agreement, dated May 1, 1998, by
and between NeXs tar Pharmaceuticals, Inc. and Wells Fargo
Bank, National A ssociation amending Credit Agreement, dated
September 1, 199 7, by and between NeXstar Pharmaceuticals,
Inc. and Wells F argo Bank, National Association.

(28) 10.87  Letter agreement , dated September 1, 1998, between NeXstar
Pharmaceuticals, Inc. and Wells Fargo Bank, National
Association amen ding Credit Agreement, dated September 1,
1997, as amended , by and between NeXstar Pharmaceuticals,
Inc. and Wells F argo Bank, National Association.

(28) 10.88  Second Amendment to Credit Agreement, dated November 1,
1998, by and bet ween NeXstar Pharmaceuticals, Inc. and Wells
Fargo Bank, Nati onal Association amending Credit Agreement,
dated September 1, 1997, as amended, by and between NeXstar
Pharmaceuticals, Inc. and Wells Fargo Bank, National
Association.

(28) 10.89 Amended and Rest ated Limited Liability Company Agreement of
Proligo L.L.C., dated August 15, 1998, by and among NeXstar
Pharmaceuticals International, Inc., SKW Americas, Inc. and
NeXstar Pharmace uticals, Inc.

(29) 10.90 Amendment, dated April 30, 1998, between Sumitomo

Pharmaceuticals
Pharmaceuticals,
Agreement, dated
NeXstar Pharmace
10.91 Lease agreement
Registrant dated
21.1 Subsidiaries of
23.1 Consent of Ernst
23.2 Consent of Price
24.1 Power of Attorne
27.1 Financial Data S

Co., Ltd. (Sumitomo) and NeXstar

Inc. to the License and Distribution

September 26, 1996, between Sumitomo and
uticals, Inc.

between THW Partners Limited Partnership and
January 25, 2000.

the Registrant.

& Young LLP, Independent Auditors.
waterhouseCoopers LLP, Independent Auditors.
y. Reference is made to page 86.

chedule.

(1) Filed as an exhibit to Registrant's Currentétepn Form 8-K filed on August 6, 1999 and incagied herein by reference.
(2) Filed as an exhibit to Registrant's Registradatement on Form S-8 (No. 33-46058) and incaitpdrherein by reference.

(3) Filed as an exhibit to Registrant's Annual Repa Form 10-K/A for the fiscal year ended Decenttie 1998 and incorporated herein by
reference.
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(4) Filed as an exhibit to Registrant's Quartergp®&t on Form 10-Q for the quarter ended Decembget @394 and incorporated herein by
reference.

(5) Filed as an exhibit to NeXstar Pharmaceuticed,'s Quarterly Report on Form 10-Q for the quaeteded June 30, 1997 and incorporated
herein by reference.

(6) Filed as an exhibit to Registrant's Currentdtepn Form 8-K filed on October 22, 1999 and immoated herein by reference.

(7) Filed as an exhibit to Registrant's Registratidatement on Form S-1 (No. 33-55680) or amendsibeteto and incorporated herein by
reference.

(8) Filed as an exhibit to Registrant's Quartergp®t on Form 10-Q for the quarter ended Septe®®et993 and incorporated herein by
reference.

(9) Filed as an exhibit to Registrant's Annual Répa Form 10-K for the fiscal year ended March B394 and incorporated herein by
reference.

(10) Filed as an exhibit to Registrant's Quart&gport on Form 10-Q for the quarter ended Septe@®et994 and incorporated herein by
reference.

(11) Filed as an exhibit to Registrant's Annual &epn Form 10-K for the nine month period endeddmber 31, 1995.

(12) Filed as an exhibit to Registrant's Quart&gport on Form 10-Q for the quarter ended Jund 386 and incorporated herein by
reference.

(13) Filed as an exhibit to Registrant's Quart&gport on Form 10-Q for the quarter ended Septe@®el996 and incorporated herein by
reference.

(14) Filed as an exhibit to Registrant's Quart&gport on Form 10-Q for the quarter ended Septe@®el997 and incorporated herein by
reference.

(15) Filed as an exhibit to Registrant's Annual &tepn Form 10-K for the year ended December 3271#hd incorporated herein by
reference.

(16) Filed as an exhibit to Registrant's Currenpéteon Form 8-K filed on March 9, 1999 and incagied herein by reference.

(17) Filed as an exhibit to NeXstar Pharmaceutjdals's Registration Statement on Form S-1 (Fibe 3B-72142), declared effective by the
Securities and Exchange Commission on January®8l, and incorporated herein by reference.

(18) Filed as an exhibit to NeXstar Pharmaceutjdals's Form 10-K for the fiscal year ended Decenfi, 1996, and incorporated herein by
reference.

(19) Filed as an exhibit to NeXstar Pharmaceutjdats's Form 10-K for the fiscal year ended Decen8i, 1995, and incorporated herein by
reference.

(20) Filed as an exhibit to NeXstar Pharmaceutjdals's Form 10-Q for the quarterly period endegt®mber 30, 1995, and incorporated
herein by reference.

(21) Filed as an exhibit to NeXstar Pharmaceutjdals's Form 10-K for the fiscal year ended Decenfi, 1994, and incorporated herein by
reference.

(22) Filed on March 22, 1991 as an exhibit to NeX§tharmaceuticals, Inc.'s Registration Statemeitoosm S-2 (File No. 33-39549), and
incorporated herein by reference.

(23) Filed as an exhibit to NeXstar Pharmaceutjdals's Form 10-K for the year ended Decemberl®9y7, and incorporated herein by
reference.
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(24) Filed as an exhibit to NeXstar Pharmaceutjdals's Form 10-Q for the quarterly period endegréh 31, 1996, and incorporated herein
by reference.

(25) Filed as an exhibit to NeXstar Pharmaceutjdalts's Form 10-Q for the quarterly period endedel30, 1996, and incorporated herein by
reference.

(26) Filed as an exhibit to NeXstar Pharmaceutjdals's Form 10-Q for the quarterly period endegt®mber 30, 1996, and incorporated
herein by reference.

(27) Filed as an exhibit to NeXstar Pharmaceutjdals's Form 10-Q for the quarterly period endegt®mber 30, 1997, and incorporated
herein by reference.

(28) Filed as an exhibit to NeXstar Pharmaceutjdals's Form 10-Q for the quarter ended Septer@dei998, and incorporated herein by
reference.

(29) Filed as an exhibit to NeXstar Pharmaceutjdalts's Form 10-Q for the quarter ended June 998&nd incorporated herein by
reference.

(30) Filed as an Exhibit to Registrant's Form 1@:dr the year ended December 31, 1998, and incatpd herein by reference.
(31) Filed as an Exhibit to Registrant's Form 1@Kthe year ended December 31, 1998, and incomgublzerein by reference.
(B) REPORTS ON FORM 8-K

On March 9, 1999, the Registrant filed a Currerpd®eon Form 8-K regarding the proposed merger Wigistar Pharmaceuticals, Inc. On
August 6, 1999, the Registrant filed a Current Repo Form 8-K regarding its merger with NeXstan Sugust 8, 1999, the Registrant filed
a Current Report on Form 8-K relating to the Supyetal Indenture for its 6 1/4% Convertible Suboatied Debentures. On September 15,
1999 the Registrant filed an additional Current&tepn Form 8-K regarding its merger with NeXstahich included audited supplemental
consolidated balance sheets of Gilead as of DeceBihd 998 and 1997 and the related supplementeiotidated statements of operations,
stockholders' equity and cash flows for each otlinee years in the period ended December 31, tt@f#8her with the related supplemental
financial statement schedule of Gilead, represgriiitead's and NeXstar's combined operations fesdlperiods. On October 22, 1999, the
Registrant filed a Current Report on From 8-K iieto its Amended and Restated Rights Agreement.
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REPORT OF ERNST & YOUNG LLP, INDEPENDENT AUDITORS

The Board of Directors and Stockholders
Gilead Sciences, Inc.

We have audited the accompanying consolidated balsineets of Gilead Sciences, Inc. as of Decenther®9 and 1998, and the related
consolidated statements of operations, stockhdldgtsty, and cash flows for each of the three y@athe period ended December 31, 1999.
Our audits also included the financial statemehedale listed in the Exhibit Index. These finansi@tements and schedule are the
responsibility of the management of Gilead Scienkres Our responsibility is to express an opindomthese financial statements and sche
based on our audits. We did not audit the finarstitiements of Proligo L.L.C., a limited liabilitpmpany, the investment in which is
reflected in the accompanying consolidated findratetements using the equity method of accountiihg. investment in Proligo L.L.C.
represents 1.7% and 2.1% of consolidated totataias®ecember 31, 1999 and 1998, respectivelytm@ompany's equity in the net los:
Proligo L.L.C. is $4,656,000 and $1,101,000 in 1888 1998, respectively. The 1999 and 1998 finhstéements of Proligo L.L.C. have
been audited by other auditors whose report has faerished to us; insofar as our opinion on the9land 1998 consolidated financial
statements relates to data included for ProligoQ.Lit is based solely on their report.

We conducted our audits in accordance with audi&tagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgadhe amounts and disclosures in the finarstatiements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asairgj the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, based on our audits and the repioother auditors, the consolidated financial steets referred to above present fairly, in all
material respects, the consolidated financial posibf Gilead Sciences, Inc. at December 31, 1921898, and the consolidated results of
its operations and its cash flows for each of tiied years in the period ended December 31, 182®riformity with accounting principles
generally accepted in the United States. Also inaginion, the financial statement schedule retktoeabove, when considered in relation to
the basic financial statements taken as a whobsgpts fairly, in all material respects, the infation set forth therein.

ERNST & YOUNG LLP

Palo Alto, California
January 24, 2000
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REPORT OF INDEPENDENT AUDITORS

The Board of Directors and
Members of Proligo LLC:

In our opinion, the accompanying consolidated bzdasheets and the related consolidated statemieopei@tions, of members' equity and of
cash flows present fairly, in all material respettsg financial position of Proligo LLC and its sidiiary at November 30, 1999 and 1998, and
the results of their operations and their cash $léov the year ended November 30, 1999 and thegh&om August 15, 1998 through
November 30, 1998, in conformity with generally ggted accounting principles in the United Staté®sE financial statements are
responsibility of the Company's management; oyvamsibility is to express an opinion on these foiahstatements based on our audits. We
conducted our audits of these financial statemiarascordance with generally accepted auditingdsteds in the United States which require
that we plan and perform the audit to obtain reabtnassurance about whether the financial statsnaea free of material misstatement. An
audit includes examining, on a test basis, evidsnpporting the amounts and disclosures in then6i@h statements, assessing the accounting
principles used and significant estimates made égagement, and evaluating the overall financiaéstant presentation. We believe that
audits provide a reasonable basis for the opinkpmesssed above.

PricewaterhouseCoopers LLP

Denver, Colorado
January 7, 2000
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GILEAD SCIENCES, INC.
CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTYS)

DECEMBER 31,

1999 1998

ASSETS
Current assets:

Cash and cash equivalents.........cccccoeeeeeeee.. L $ 47,011 $101,136

Marketable securities.......ccccoceevveveee. L 247,383 247,607

Accounts receivable, net of allowance for doubtfu

accounts of $2,333in 1999 and $1,480in 1998.. ... 45,599 43,090

INVENEONIES. v 20,959 16,550

Prepaid expenses and other.........ccccceeeeeee. Ll 11,029 8,506
Total current @ssets.......oevvcvvvvvveeeees 371,981 416,889
Property, plant and equipment, net........ccc........ ... 51,398 51,019
Other noncurrent assets..........cccoeeevvevneee L. 13,429 19,856

$ 436,808 $ 487,764

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Accounts payable..........cccovvvevvvieeeeees $ 9,481 $ 7,662
Accrued clinical and preclinical expenses........ . ... 5,467 12,841
Accrued compensation and employee benefits....... ... 9,901 9,387
Other accrued liabilities..........ccccceeeeeee. L 15,004 19,327
Deferred revenue.........ccoccevvvvvevenneeeee L 4,833 3,275
Long-term obligations due within one year....... ... 3,191 4,842
Total current liabilities..........cccoveeeeeeeee. 47,877 57,334
Accrued litigation settlement expenses due after on eyear... 6,853 7,848
Long-term obligations due after one year.......... ... 5,253 8,883
Convertible subordinated debentures.............. .~ ... 79,533 80,000
Commitments and contingencies
Stockholders' equity:
Preferred stock, par value $.001 per share, issua ble in
series; 5,000,000 shares authorized; 1,133,786 shares of
Series B convertible preferred issued and outst anding at
December 31, 1998 (liquidation preference of $4 0,000)... -- 1
Common stock, par value $.001 per share; 100,000, 000
shares authorized; 44,092,779 shares and 41,562 ,837
shares issued and outstanding at December 31, 1 999 and
1998, respectively......ccoovvvvveveeeenens 44 42
Additional paid-in capital........cccccceeeeeee. L 749,081 716,964
Accumulated other comprehensive loss............ . ... (2,527) (337)
Deferred compensation........cccceeeeeeeeeeees L (74) (225)
Accumulated deficit.........ooovvcvvvvveeee. (449,232) (382,746)
Total stockholders' equity........ccccovcveeeeeeee 297,292 333,699

$ 436,808 $ 487,764

See accompanying notes
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GILEAD SCIENCES, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

YEAR ENDED DECEMBER 31,

1999 1998 1997

Revenues:

Product sales, net.......ccocoevvvvviceenees $139,890 $114,176 $100,887

Royalty revenue, net.......cccccoevvveeevnceeee. Ll 10,431 7,305 1,560

Contract reVeNnUE.......cccovcvvveensiieenenneee 18,658 29,638 29,811
Total revenues.......ccccovvcvvveeivcieeeeeeeee 168,979 151,119 132,258
Expenses:

Cost of goods sold............... . 29,546 23,357 21,646

Research and development.........ccccocceeee. L 112,888 127,773 112,177

Selling, general and administrative.............. ... 78,347 78,234 70,626

Merger related eXpenses.......ccooeeevevcees L. 18,303 - -

Litigation settlement and related expenses....... ... 754 1,267 16,031
Total costs and eXpenses........cccecvvvvvveeees 239,838 230,631 220,480
Loss from operations.........ccoceevvvvvveeenneees . (70,859) (79,512) (88,222)
Gain on sale of a majority interest in a Subsidiary ... -- , --
Interest iNCOMe......ccoovvvvveviciieciiceeeee 16,435 21,765 20,706
Interest eXPense.....cccoccvvevviiiieeeeiicees (6,518) (7,183) (5,055)
Loss before provision for income taxes and equity i n loss of

unconsolidated affiliate.........cccocceeeeee. L (60,942) (42,798) (72,571)
Provision for income taxes.......ccccccoevveees L 888 859 322
Equity in loss of unconsolidated affiliate......... ... (4,656) (1,101) -
NELIOSS..uvviiiiiiiee e $(66,486) $(44,758) $(72,893)
Basic and diluted net loss per common share........ ... $ (1.55) $ (1.09) $ (1.85)
Common shares used to calculate basic and diluted n et loss

per common Share.......cccocceeevvceeeeneceees 42,826 41,015 39,432

See accompanying notes
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GILEAD SCIENCES, INC.
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

(IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTYS)

ACCUMULATED
OTHER
COMMON STOCK ADDITIONAL COMPREHENSIVE

PREFERRED -- e PAID-IN INCOME DEFERRED  ACCUMULATED
STOCK SHARES AMOUNT CAPITAL (LOSS) COMPENSATION  DEFICIT
Balance at December 31, 1996....... $-- 38 757,298  $39 $640,762 $ (141) $(916) $(265,095)
NetloSS......cccvvvuierinene -- - - -- -- -- (72,893)
Unrealized gain on

available-for-sale short-term

investments, net............... -- -- -- -- 255 - --

Foreign currency translation

adjustment...........ccoce.e -- - - -- (164) -- --

Comprehensive loss............. -- - - -- -- -- --

Issuance of warrant to related

- - 353 - - -
(155) - - - - -
- 123,909  -- 2,799 - - -
1 ,251,556 1 12,176 - - -
Warrant exercises.... - 292,609 - 27 - - -
Issuance of 1,133,786 shares of
preferred Stock.... 1 - - 39,999 - - -
Compensation expense related to
stock option transactions...... -- - 44 - (44) --
Amortization of deferred
compensation................... - - - - - 523 -

Balance at December 31, 1997....... 1 40 425,217 40 696,160 (50) (437) (337,988)
Net loss.... - - - - - - (44,758)
Unrealized loss on

available-for-sale short-term

investments, net............... -- -- -- -- (301) - -
Foreign currency translation

adjustment...........coce.e -- - - - 14 - -

Comprehensive loss............. -- - - -- -- - -
Private issuance of common

StOCK. .. - 364,257 1 9,982 - - -
Employee stock purchase plan..... - 133,404  -- 2,879 - - -
Option exercises................. - 639,959 1 7,509 - - -
Amortization of deferred

compensation................... - - - -- -- 212 -
Amounts recognized under

compensatory stock

transactions . - -- -- 434 - - -

Balance at December 31, 1998....... 1 41 ,562,837 42 716,964 (337) (225) (382,746)
Netloss.......ccccvviininnn, - - - - - - (66,486)
Unrealized loss on

available-for-sale short-term

investments, net............... -- - - -- (1,602) - -
Foreign currency translation

adjustment.........ccccooeeee -- - - -- (588) - -

Comprehensive loss............. -- - - -- -
Employee stock purchase plan..... - 100,166  -- 3,075 - - -
Option exercises, net............ - 1 ,253,223 1 26,139 - - -
Warrant exercises, net, - 32,302 - 80 - - -
Conversion of 1,133,786 shares o

preferred stock................ @ 1 ,133,786 1 - - - -
Conversion of convertible

subordinated debentures........ - 10,465  -- 467 - - -
Amortization of deferred

compensation.................. -- - - -- - 151 -
Amounts recognized under

compensatory stock

transactions................... - - - 2,356 - - -

Balance at December 31, 1999....... $-- 44 092,779 $44  $749,081  $(2,527) $(74)  $(449,232)

TOTAL
STOCKHOLDERS'
EQUITY
Balance at December 31, 1996....... $374,649
NetloSS.....ccooevreeerienenns (72,893)

Unrealized gain on
available-for-sale short-term

investments, net.............. 255
Foreign currency translation
adjustment. . (164)

Comprehensive loss............. (72,802)



Issuance of warrant to related

party....ccccooeiiiiiiien 353
Stock repurchases................ -
Employee stock purchase plan..... 2,799
Option exercises 12,177
Warrant exercises.. 27
Issuance of 1,133,786 shares of

preferred Stock................ 40,000

Compensation expense related to
stock option transactions...... -
Amortization of deferred

compensation................... 523
Balance at December 31, 1997....... 357,726
NetloSS......ccovvvieerinene (44,758)

Unrealized loss on
available-for-sale short-term
investments, net............... (301)
Foreign currency translation
adjustment...........ccocee.e 14

Comprehensive loss (45,045)
Private issuance of common
StOCK..evveeeeeeieeeeeeeee, 9,983
Employee stock purchase plan..... 2,879
Option exercises................. 7,510
Amortization of deferred
compensation................... 212
Amounts recognized under
compensatory stock
transactions................... 434
Balance at December 31, 1998....... 333,699
Net 10SS....ccovevviieerinnne (66,486)
Unrealized loss on
available-for-sale short-term
investments, net............... (1,602)
Foreign currency translation
adjustment...........c.coeeee (588)
Comprehensive loss............. (68,676)
Employee stock purchase plan..... 3,075
Option exercises, net............ 26,140
Warrant exercises, net........... 80
Conversion of 1,133,786 shares of
preferred stock................ --
Conversion of convertible
subordinated debentures........ 467
Amortization of deferred
compensation................... 151
Amounts recognized under
compensatory stock
transactions

Balance at December 31, 1999....... $297,292

See accompanying notes
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GILEAD SCIENCES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(IN THOUSANDS)

YEAR ENDED DECEMBER 31,

1999 1998 1997

OPERATING ACTIVITIES:

NEtIOSS..ceiiiieiie e $ (66,486) $ (44,758) $(72,893)
Adjustments to reconcile net loss to net cash use din
operating activities:
Depreciation and amortization.........c......... ... 12,623 13,231 15,226
Compensation expense from stock option transact i 2,356 434 -
Gain on sale of a majority interest in a subsid - (22,483) --
Equity in loss of unconsolidated affiliate..... 4,656 1,101 --

Litigation settlement charges.................. 754 827 10,017

Net additions to (reductions of) allowance for

ACCOUNTS..evviiiiiiiiiiee e veeee 888 (407) (114)
Reduction in allowance for note receivable..... ... -- (550) -
Net unrealized loss (gain) on foreign currency
transactions......cccccovvcvveeviicieeeee 2,846  (1,628) 100

Changes in operating assets and liabilities:
Accounts receivable..........................
Inventories..........cceevviiiceninen.

Prepaid expenses and other assets............
Accounts payable.............cccooeieeene
Accrued liabilities....

(7,041) (6,523) (6,118)

(4,409) 860  (1,004)
(349) 5298 (13,691)
1,443  (502) (4,847)

(11,389) 10,159 9,738

Deferred revenue..........ccooovcvcveveeeee L 1,558 (6,383) 9,131
Net cash used in operating activities.............. ... (62,550) (51,324) (54,455)
INVESTING ACTIVITIES:

Purchases of marketable securities................— ... (186,997) (488,407) (430,498)
Sales of marketable securities.......... e 101,943 390,426 198,515
Maturities of marketable securities.............. 83,677 166,129 100,944
Capital expenditures..............ooeeeenvnnnne (12,475) (11,010) (13,832)
Proceeds from sale of a majority interest in a su bsidiary,

net of closing COStS.....cccvvvvvevenicee. Ll -- 14,652
Proceeds from sale of investment in life science

ENLEIPIISE...iiiiiieeeeeeeee e -- -- 2,683
Investment in unconsolidated affiliate........... (2,450) (4,900) --

Payments received on note receivable............. - 550 706
Net cash provided by (used in) investing activites ... (16,302) 67,440 (141,482)
FINANCING ACTIVITIES:

Proceeds from issuance of preferred stock........ -- 40,000

Proceeds from issuances of common stock.. 29,295 20,372 15,003

Payments on short-term borrowings, net........... ... - (5,102) (7,438)
Proceeds from issuance of long-term debt......... ... 74 4,478 20,334
Repayments of long-term debt...........cccocec.. L (5,394) (6,606) (32,650)
Proceeds from issuance of convertible subordinate d
debentures, net of offering costs............ ... -- - 77,200
Net cash provided by financing activities.......... ... 23,975 13,142 112,449
Effect of exchange rate changes on cash............ . ... 752 573 1,201
Net increase (decrease) in cash and cash equivalent Seveenn (54,125) 29,831 (82,287)
Cash and cash equivalents at beginning of year..... ... 101,136 71,305 153,592
Cash and cash equivalents at end of year.......... ... $ 47,011 $101,136 $ 71,305

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Interest paid.........ccccvvveeievieneneenennnn.
Income taxes paid
DISCLOSURES OF GAIN ON SALE OF A MAJORITY INTEREST INA
SUBSIDIARY:

$ 6,234 $ 6,793 $ 2,815
527 790 253

Cash receipts, net of closing costs.............. - $ 14652 $ -
Receipt of 49% interest in manufacturing facility -- 5,500 --
Net present value of guaranteed payments......... - 2,668 -
Other. .o - 63 -
Net book value of 51% interest sold............... ... -- (751) -

$ - $22132 $ -

SCHEDULE OF NON-CASH INVESTMENT AND FINANCING ACTIMTIES:

Purchase of equipment and leasehold improvements through

accounts payable........coceevveevceeeee. $ 124 $ 757 $ 889



Common stock issued upon conversion of debentures

See accompanying notes
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GILEAD SCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 1999
1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTNG POLICIES
BUSINESS AND ORGANIZATION

Gilead Sciences, Inc. (the "Company" or "Gileaddsvincorporated in Delaware on June 22, 1987,sad independent biopharmaceutical
company that seeks to provide accelerated soluf@rzatients and the people who care for them.Cbmpany discovers, develops,
manufactures and commercializes proprietary thertsgeefor challenging infectious diseases (virahdal and bacterial infections) and
cancer. Gilead also has expertise in liposomal deliyery technology. Currently, the Company mask&mBisome-Registered Trademark-
((amphotericin B) liposome for injection), an aatifjal agent, DaunoXome-Registered Tradem@&unorubicin citrate liposome injection’
drug approved for the treatment of Kaposi's Sarc@md VISTIDE-Registered Trademark- (cidofovir ittjen) for the treatment of
cytomegalovirus ("CMV") retinitis. Hoffmann-La Roehinc. markets Tamiflu-TM- (oseltamivir phosphdi®) the treatment of influenza,
under a collaborative agreement with the Compamwaddition, the Company is developing productsdattdiseases caused by human
immunodeficiency virus ("HIV") and hepatitis B v8{"HBV"), bacterial infections and cancer.

As more fully described in Note 2, on July 29, 19G8ead entered into a business combination (herer") with NeXstar Pharmaceuticals,
Inc. ("NeXstar"). The business combination has emounted for as a pooling of interests and th®tical consolidated financial stateme
of Gilead for all years prior to the business camakion have been restated to include the finampasition, results of operations and cash
flows of NeXstar. No material adjustments were s8saey to conform the accounting policies of the b@mpanies. Costs of the Merger were
charged to operations in 1999.

The accompanying consolidated financial statemiactade the accounts of the Company and its whentigt majority-owned subsidiaries.
Significant intercompany transactions have beanielited. Certain reclassifications have been mageior year amounts to be consistent
with the current year presentation.

USE OF ESTIMATES

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the amounts reportdtkigonsolidated financial statements and accopipamotes. Actual results could differ
from those estimates.

REVENUE RECOGNITION

Product sales revenue is recognized upon passdggabtitle of the inventory and satisfaction dfad the Company's performance
obligations. The Company does not provide its qusis with a general right of product return. Howetee Company will accept returns of
product that has expired or is deemed to be damagéefective. Provisions are made for doubtfuloaits, estimated product returns, cash
discounts and government discounts and rebates.

In connection with most of its European producesathe Company prices its products in the currefitlye country into which they are sold
("Payment Currencies"). A significant majority betCompany's manufacturing costs are in U.S. DollEnerefore, any decline in the value
of the Payment Currencies relative to the U.S. @af likely to negatively impact gross marginscsithe Company's manufacturing costs
would remain approximately the same while its rexeeim terms of U.S. Dollars
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GILEAD SCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
DECEMBER 31, 1999

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTNG POLICIES (CONTINUED) would decline. Periodicalthe
Company's gross margin is adversely affected bl sucrency fluctuations.

Contract revenue recognized under the Companyaboohtive research and development ("R&D") arramgats, license and supply
agreements and intellectual property sales anddeagreements is recorded as earned based upwerfiblenance requirements of the
underlying contracts. Milestone payments are reizaghas revenue when all of the Company's perfocamaibligations have been met, the
amount of the milestone payment is readily deteafnlie and the Company has a unilateral right to delnaanonrefundable payment.
Payments received in advance under such agreearentscorded as deferred revenue until earned.

Royalty revenue from sales of AmBisome is recogminethe month following that in which the corresping sales occur. Royalty revenue
from sales of VISTIDE is recognized when receiwetich is in the quarter following that in which therresponding sales occur. Royalty
revenue from sales of Tamiflu will also be recogulizn the quarter following that in which the reldtsales occur, beginning in the first
quarter of 2000.

RESEARCH AND DEVELOPMENT COSTS
All R&D costs, including those funded by third past are charged to expense as incurred.
STOCK-BASED COMPENSATION

In accordance with the provisions of Statementin&fcial Accounting Standards ("SFAS") No. 123, AQUNTING FOR STOCK-BASED
COMPENSATION, the Company has elected to follow éwating Principles Board Opinion ("APB") No. 25, SOUNTING FOR STOCK
ISSUED TO EMPLOYEES, and related interpretationadnounting for its employee stock option plansd&mAPB No. 25, if the exercise
price of the Company's employee and director stgtlons equals or exceeds the fair value of thestipishg stock on the date of grant, no
compensation expense is recognized. See Note Jitddorma disclosures of stock-based compensatiosuant to SFAS No. 123.

BASIC AND DILUTED LOSS PER COMMON SHARE

For all periods presented, both basic and diluted per common share are computed based on thetec@verage number of common
shares outstanding during the period. The impacbofertible debentures, stock options and warremiitd potentially dilute basic earnings
per share in the future, but were excluded fromctiraputation of diluted loss per share as theeatffs antidilutive for the periods presented.

CASH AND CASH EQUIVALENTS

The Company considers highly liquid investmentdiritsignificant interest rate risk and a remaininaturity of three months or less at the
purchase date to be cash equivalents. Gilead ntay iato overnight repurchase agreements underhwhjgurchases securities with an
obligation to resell them the following day. Seties purchased under agreements to resell aredetat face value and reported as cash anc
cash equivalents. Under the Company's investmdityp@ may enter into repurchase agreements @s&pwith major banks and authorized
dealers provided that such
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GILEAD SCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
DECEMBER 31, 1999

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTNG POLICIES (CONTINUED) repos are collateralizedys.
government securities with a fair value of at |€832% of the fair value of securities sold to Giea

MARKETABLE SECURITIES

Management determines the appropriate classificatigts marketable debt securities at the timpwthase and reevaluates such design.

at each balance sheet date. All of the Companyrketeble debt securities are classified as avaitédil-sale and carried at estimated fair
values and reported in either cash equivalentsasketable securities. At December 31, 1999, caditash equivalents include $14.3 million
of securities designated as available-for-sale .@8&8llion at December 31, 1998). Unrealized gaind losses on available-for-sale securities
are excluded from earnings and reported as a sepamponent of stockholders' equity. Interestimedncludes interest, dividends,
amortization of purchase premiums and discount$ raalized gains and losses on sales of securltiescost of securities sold is based on
the specific identification method.

CONCENTRATIONS OF CREDIT RISK

Gilead is subject to credit risk from its portfoldd cash equivalents and marketable securitiepddigy, the Company limits amounts inves
in such securities by maturity, industry group,d@stment type and issuer, except for securitieesby the U.S. government. Gilead is not
exposed to any significant concentrations of craslit from these financial instruments. The godlthe Company's investment policy, in
order of priority, are as follows:

1. Safety and preservation of principal and diaaiion of risk;
2. Liquidity of investments sufficient to meet cdkiw requirements; and
3. Competitive after-tax rate of return.

Gilead is also subject to credit risk from its amats receivable related to product sales. A mgjarfithe Company's trade accounts receivable
arises from sales of AmBisome, primarily througlesdo the Company's European subsidiaries andresgles to its distributors in Europe.
The Company performs credit evaluations of its@ugrs' financial condition and has not requiredatetal. To date, the Company has
experienced only modest credit losses with resjoeits accounts receivable.

INVENTORIES

Raw materials, work in process and finished goausntories are recorded at the lower of cost oketawith cost determined on a first-in,
first-out basis. Management periodically reviews tomposition of inventory in order to identify okete, slow-moving or otherwise
unsaleable items. If such items are observed aare #ire no alternate uses for the inventory, thegamy will take a write-down to net
realizable value in the period that the units demtified as impaired. Historically, inventory veitlowns have been insignificant and
consistent with management's expectations.
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GILEAD SCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
DECEMBER 31, 1999

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTNG POLICIES (CONTINUED) PROPERTY, PLANT AND
EQUIPMENT

Property, plant and equipment are stated at cestdecumulated depreciation and amortization. [@égren and amortization are recognized
using the straight-line method. Estimated usefiddiare as follows:

DESCRIPTION ESTIMATED USEFUL LIFE (IN YEARS)
Building and improvements.............ccccceeeees 20
Laboratory and manufacturing equipment............. 4-8
Office and computer equipment...................... 2-7

Office and computer equipment includes capitalieethputer software. All of the Company's capitaliseftware is purchased. The Company
has no internally developed computer software. €kalsl improvements and capitalized leased equipareramortized over the shorter of
the lease term or the item's useful life.

LONG-LIVED ASSETS

The carrying value of long-lived assets is reviewad regular basis for the existence of factdroumstances both internally and externally
that may suggest impairment. Specific potentialdatbrs of impairment include:

- a significant decrease in the fair value of esefs
- a significant change in the extent or mannerlictv an asset is used or a significant physicahghan an asset;

- a significant adverse change in legal factor;dhé business climate that affects the value afsmet or an adverse action or assessmer
regulator;

- an accumulation of costs significantly in excekthe amount originally expected to acquire orstarct an asset; and

- operating or cash flow losses combined with aohysbf operating or cash flow losses or a projecto forecast that demonstrates contini
losses associated with an income-producing asset.

Should there be indication of impairment, the Conypaill confirm this by comparing the estimatedute cash flows expected to result from
the use of the asset and its eventual dispositithe carrying amount of the asset. In estimatige future cash flows, assets are grouped at
the lowest level for which there are identifiabésh flows that are largely independent of the ¢asts generated by other asset groups. If the
sum of the expected future cash flows (undiscouatetiwithout interest changes) is less than thgjicaramount of the asset, an impairment
loss, measured as the excess of the carrying wéline asset over its fair value, will be recogdiz€he cash flow estimates used in such
calculations are based on management's best essinuging appropriate and customary assumptionprafettions at the time.
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GILEAD SCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
DECEMBER 31, 1999
1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTNG POLICIES (CONTINUED) OTHER ACCRUED LIABILITIES

At December 31, 1999 and 1998, other accrued ifisiincludes $2.4 million and $2.1 million, respieely, of accrued litigation settlement
costs. See the Patent Matters discussion in Note 10

At December 31, 1999 and 1998, other accrued iisilincludes $1.3 million and $5.0 million, resfieely, due to F. Hoffmann-La Roche,
Ltd. and Hoffmann-La Roche, Inc. (collectively, "&®"). See the Hoffmann-La Roche discussion in Mote

FOREIGN CURRENCY TRANSLATION, TRANSACTIONS AND CONT RACTS

Adjustments resulting from translating the finahsiatements of the Company's foreign subsidianiesU.S. Dollars are excluded from the
determination of net income and are accumulatedseparate component of stockholders' equity. dieign exchange transaction losses are
reported as a selling, general and administratipese in the consolidated statements of operatinri®999, 1998 and 1997 such amounts
were $0.5 million, $0.3 million and $0.3 milliorespectively.

The Company hedges certain of its foreign curremqosures related to outstanding trade accoungévedste and firmly committed purchase
transactions with foreign exchange forward congralet general, these contracts do not expose thep@oy to market risk because gains and
losses on the contracts offset gains and loss#seanansactions being hedged. The Company's exptseredit risk from these contracts
function of changes in interest and currency exgbaates and, therefore, varies over time. Gilenitd the risk that counterparties to these
contracts may be unable to perform by transactig with major U.S. banks. The Company also lintésisk of loss by entering into
contracts that provide for net settlement at mgtufiherefore, the Company's overall risk of lasshie event of a counterparty default is
limited to the amount of any unrecognized and uired gains on outstanding contracts (i.e., thaseracts that have a positive fair value) at
the date of default. At December 31, 1999, the Camgphas recorded an immaterial net unrealizeddodts open foreign exchange forward
contracts. The Company does not enter into spéeelfdreign currency transactions and does noevajitions.

In accounting for hedges of accounts receivabke bmpany's aggregate net foreign currency traiesagain or loss is reported as a selling,
general and administrative expense. The Compamgnezes the net unrealized gain or loss on outstgrfdrward contracts based on the
difference between the contract exchange ratetendhairket exchange rate at each balance sheewditlierespect to hedges of firmly
committed purchase transactions, unrealized gaiddasses on the underlying forward contracts aferded and reported as a component of
the related transaction in the period in whichcitwars.

At December 31, 1999 and 1998, the Company hadaimwxchange contracts outstanding of $42.9 mibtiod $42.4 million, respectively.
None of these contracts have maturities that exoaed/ear

The Company presently does not hedge its net imaggtin any of its foreign subsidiaries.
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GILEAD SCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
DECEMBER 31, 1999

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTNG POLICIES (CONTINUED) FAIR VALUE OF FINANCIAL
INSTRUMENTS

The Company's financial instruments consist prialtypof cash and cash equivalents, marketable gesjraccounts receivable, certain other
non-current assets, forward foreign exchange ceotstraccounts payable, longrm obligations and convertible subordinated dabes. Casl
and cash equivalents, marketable securities arstamuially all of the forward foreign exchange gants are reported at their respective fair
values on the balance sheet. Management beliegeenmaining financial instruments, with the exceptof the convertible subordinated
debentures, are reported on the balance sheeatmdsithat approximate current fair values. Theviaiue of the convertible subordinated
debentures at December 31, 1999 and 1998 was $tllich and $69.4 million, respectively (such famlues being determined by a market
maker for the convertible subordinated debentufiésl compares to a carrying value of $79.5 milléord $80.0 million at December 31,
1999 and 1998, respectively.

NEW ACCOUNTING PRONOUNCEMENTS

In June 1998, the Financial Accounting Standardsr&¢'FASB") issued SFAS No0.133, ACCOUNTING FOR OKERTIVE
INSTRUMENTS AND HEDGING ACTIVITIES, which establigls accounting and reporting standards for derigatistruments, including
forward foreign exchange contracts, and hedginigities. In June 1999, the FASB issued SFAS No., ZBZCOUNTING FOR
DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES--DEFIRRAL OF THE EFFECTIVE DATE OF FASB STATEMENT NO.
133. SFAS No. 133 is now effective for fiscal yebeginning after June 15, 2000 and, thereforeCitrapany will adopt this accounting
standard effective January 1, 2001. Managemendiaget determined the impact of SFAS No. 133 srffiitancial position or results of
operations.

The Company has recognized nonrefundable techn@oggss fees received in connection with collamragreements as revenue when
received, when the technology has been transfamddvhen all contractual obligations of the Compweigting to the fees are fulfilled. In
December 1999, the Securities and Exchange Commi§$EC") issued Staff Accounting Bulletin ("SAB\p. 101, "REVENUE
RECOGNITION IN FINANCIAL STATEMENTS." Among otheihings, SAB No. 101 describes the SEC Staff's gositin the recognition
of certain nonrefundable upfront fees receivedonnection with research collaborations. The Compamyaluating the applicability of SAB
No. 101 to its existing collaborative agreementoud the Company conclude that the approach destin SAB No. 101 is mol
appropriate, it will change its method of accougtaffective January 1, 2000 to recognize suchdees the term of the related agreement.
Any required adjustment would be recognized asnautative effect of a change in accounting principle

2. ACQUISITION OF NEXSTAR

On July 29, 1999, the Company acquired all of thistanding common stock of NeXstar pursuant to greément and Plan of Merger dated
as of February 28, 1999. As a result, NeXstar becamvholly owned subsidiary of Gilead. In connattidth the Merger, Gilead issued a
total of 11.2 million shares of Gilead common stamk0.3786 of a share of Gilead common stock &mheshare of NeXstar common stock, to
NeXstar's stockholders as consideration for alteshaf common stock of NeXstar. In addition, hotdef options and warrants outstandiny
the time of the Merger to purchase an aggregasppfoximately 2.2 million shares of NeXstar comnstack will receive, upon
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2. ACQUISITION OF NEXSTAR (CONTINUED) exercise afich options and warrants, the same fraction ofaesbf Gilead common
stock, and holders of $80.0 million principal ambah6.25% Convertible Subordinated Debentures @Xstar ("Debentures”) have the right
to convert the Debentures into approximately 1.Bonishares of Gilead common stock. The Mergéntiended to qualify as a tax-free
reorganization and has been accounted for as angaaflinterests.

The table below presents the separate resultsestipns for Gilead and NeXstar for the periodsipio the merger and combined results
after the merger:

MERGER-RELATED

(IN THOUSANDS) GILEAD NEXSTAR ADJUSTMENTS TOTAL
Year ended December 31, 1999

Revenues..........ccc........ $ 24,659 $144,32 o $ - $168,979

Net income (loss)............ (73,534) 25,35 1 (18,303)(a) (66,486)
Year ended December 31, 1998

Revenues..................... $32,570 $118,54 9 $ - $151,119

Net income (loss)............ (56,075) 10,92 0 397(b) (44,758)
Year ended December 31, 1997

Revenues..................... $40,037 $92,22 1 $ - $132,258

Net income (loss)............ (27,993) (43,91 0) (990)(b) (72,893)

(a) Merger-related costs

(b) Adjustment required to conform accounting palideXstar's policy was to capitalize certain patard trademark costs, while it was
Gilead's policy to charge such items to sellingiegal and administrative expense in the periodriiecl The accompanying financial
statements have been restated for all periodstbattall patent and trademark costs are expenset@ased.

As a result of its merger with NeXstar, Gilead irred merger-related costs consisting of transadasts (primarily professional fees, filing
fees, printing costs and other related charges)l@rae severance costs and the write-down of celaXstar assets that will not be used in
continuing operations. The following table shows dtretails of the merger-related costs and accaiddecember 31, 1999:

CHARGED TO EXPENSE TH ROUGH DECEMBER 31, 1999

(IN THOUSANDS) DECEMBER 31, 1999 UTILIZED ACCRUAL BALANCE
Merger transaction costs.... $12,214 $12,196 $ 18
Employee severance.......... 5,309 2,821 2,488
Write-down of NeXstar

aSSetS.....eeeeiiiieennn. 536 N/A N/A
Other......coceevivennnn. 244 244

Total...oooeeeiieen, $18,303 $15,261 $2,506

As of December 31, 1999, all employees for whiokesgnce costs were accrued had been terminatedCdm@any anticipates that
substantially all remaining accrued severance cotltbe paid to former employees by September 2000
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3. AVAILABLE-FOR-SALE SECURITIES

The following is a summary of available-for-salewsties. Estimated fair values of available-folesgecurities are based on prices obtained
from commercial pricing services (in thousands).

GROSS GROSS
AMORTIZED U NREALIZED UNREALIZED ESTIMATED
COST GAINS LOSSES FAIR VALUE

DECEMBER 31, 1999
U.S. treasury securities and
obligations of U.S. Government

agencCies........ccceeveeeeniennn $133,444 $512 $(1,243) $132,713
Certificates of deposit............. 5,309 1 -- 5,310
Corporate debt securities........... 70,726 19 (583) 70,162
Asset-backed securities............. 39,554 2 (266) 39,290
Other debt securities............... 14,256 - -- 14,256

Total...ooveieeieeiieciiee $263,289 $534 $(2,092) $261,731

DECEMBER 31, 1998
U.S. treasury securities and
obligations of U.S. Government

Aagencies.........cccceevveennnnnn $ 78,846 $62 $ (123) $78,785
Certificates of deposit............. 38,058 65 (11) 38,112
Corporate debt securities........... 34,676 152 (18) 34,810
Asset-backed securities............. 89,565 101 (185) 89,481
Other debt securities............... 95,626 - -- 95,626

Total..ooieeeeeiiiece $336,771 $380 $ (337) $336,814

The following table presents certain informatiolated to sales of available-for-sales securitiegi{ousands):

YEAR ENDED DECEMBER 31,

1 999 1998 1997
Proceeds from sales..........cccceveirnns $10 1,943 $390,426 $198,515
Gross realized gains on sales................. $ 92 $ 1,127 $ 229
Gross realized losses on sales................ $ (475) $ (654) $ (142)

At December 31, 1999, $128.4 million of the Compaupprtfolio of marketable securities (excludingetdacked securities) has a contrac
maturity of less than one year and $94.0 millionhaf portfolio has a contractual maturity grealt@ntone year but less than three years. None
of the estimated maturities of the Company's dsaeked securities exceed three years.

4. COLLABORATIVE ARRANGEMENTS AND CONTRACTS

FUJISAWA

The Company's rights to market AmBisome are sultijeah agreement between the Company and Fujisaalitidare, Inc., as successor to

Fujisawa USA, Inc. ("Fujisawa"). Under the termglu Fujisawa agreement, as amended, Fujisawaharddmpany co-promote AmBisome
in the United
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4. COLLABORATIVE ARRANGEMENTS AND CONTRACTS (CONTINED) States, Fujisawa has sole marketing righ#sntdisome in
Canada and the Company has exclusive marketingsriglAmBisome in the rest of the world, provided Company pays royalties to
Fujisawa in connection with sales in most significAsian markets, including Japan. In connectiotihwales in the United States, Fujisawa
purchases AmBisome from the Company at cost. Ruiisallects all payments from the sale of AmBisdmthe United States, and the
Company receives 20% of the gross profits fromstile of AmBisome in the United States. The Compsy sells AmBisome to Fujisawa
Canada at cost plus a specified percentage. In, 1998 and 1997, the Company recorded $8.3 mildr8 million and $0.7 million of
royalty income, respectively, in connection witle ggreement between the Company and Fujisawa.

SUMITOMO

In September 1996, the Company and Sumitomo Phautiaals Co., Ltd. ("Sumitomo") entered into anesgmnent ("Sumitomo License")
pursuant to which Sumitomo has agreed to develdmzarket AmBisome in Japan. Under the terms ofStilvitomo License, Sumitomo pi
the Company an initial $7.0 million licensing fdess withholding taxes of $0.7 million) in Octoldé396 and a $3.0 million milestone
payment (less withholding taxes of $0.3 million)March 1998. Sumitomo also is required to maketaaidil payments to the Company if
certain clinical and commercial milestones are amet to pay the Company royalties on all JapanesBigome sales. AmBisome is not yet
approved for marketing in Japan.

HOFFMANN-LA ROCHE

In September 1996, Gilead and Roche entered intdl@oration agreement ("Roche Agreement") to tigvand commercialize therapies to
treat and prevent viral influenza. Under the Rogeeement, Roche received exclusive worldwide sdbtGilead's proprietary influenza
neuraminidase inhibitors. In 1996, Roche made #ialiticense fee payment to Gilead of $10.3 millidJpon achieving certain developme
milestones, in both the second and fourth quackt®97, Gilead earned cash payments of $3.0 mifer quarter, for a total of $6.0 million.
During 1999, Gilead recognized a total of $12.8ioml of additional milestone payments due to theno@ncement of certain clinical trials in
Japan, the filing of a marketing authorisation aggion to market Tamiflu in the European Uniond dhe filing and subsequent approval of a
New Drug Application ("NDA") to market Tamiflu irhe United States. As of December 31, 1999, Gileahtitled to additional cas
payments of up to $21.2 million upon achieving #ddal developmental and regulatory milestonesddition, Roche is required to pay
Gilead royalties on net product sales. No reveffioes Roche's sales of Tamiflu have been recogrézedet royalty revenue as of December
31, 1999. The Company will recognize royalty revefmom sales of Tamiflu in the quarter followingthn which the related product sales
occur.

Under the Roche Agreement, Roche also reimburge€dmpany for its related R&D costs under the mogby funding such costs quarterly
and generally in advance, based on an annual huggmhbursements are included in contract revesube@Company incurs the related
R&D costs. Amounts incurred by the Company in egagfsamounts funded may also be reimbursed, sutgjdebche's approval. In this
event, revenue is not recognized until such appioasbeen obtained.
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4. COLLABORATIVE ARRANGEMENTS AND CONTRACTS (CONTINED) Conversely, if amounts funded by Roche exdbed
Company's related R&D costs, the Company may beinedto repay such excess funding to Roche.

For the years ended December 31, 1999, 1998 arid 189 Company recorded approximately $2.1 mill16.4 million and $8.2 million,
respectively, of R&D reimbursement revenue reldtethe Roche Agreement, which is reported as contewenue in the accompanying
consolidated statements of operations. The $16lbmiecorded as revenue during 1998 includes $ilon attributable to R&D expenses
incurred in the fourth quarter of 1997, which weudbject to Roche's approval as of December 31,.1986h expenses were approved for
reimbursement and recognized in contract revend®98. Except for this $5.2 million, R&D costs tteld to the Roche Agreement
approximate the reimbursement revenue in eachpreaented and are included in R&D expenses.

PHARMACIA & UPJOHN

In August 1996, the Company and Pharmacia & Upfeh# ("Pharmacia & Upjohn") entered into a Licenasel Supply Agreement
("Pharmacia & Upjohn Agreement") to market VISTIDEall countries outside the United States. Untlerterms of the Pharmacia & Upjc
Agreement, Pharmacia & Upjohn paid Gilead an ihiiiznse fee of $10.0 million. During the secondhger of 1997, VISTIDE was
approved for marketing in the European Union byEheopean Commission, which triggered an additicaah milestone payment of $10.0
million by Pharmacia & Upjohn to the Company. A®a result of achieving this milestone, in theosdauarter of 1997 the Company
issued and Pharmacia & Upjohn purchased 1,133 /1&@&s of Series B Convertible Preferred Stock fmraximately $40.0 million, or
$35.28 per share. The preferred stock automaticaltyerted into an equal number of shares of comstmrk in 1999. For additional
information about the preferred stock, refer toe\bt.

Under the terms of the Pharmacia & Upjohn Agreeraaudi related agreements covering expanded acaegaprs for VISTIDE outside of
the United States, the Company is responsible &intaining the cidofovir patent portfolio and farmplying to Pharmacia & Upjohn bulk
cidofovir used to manufacture the finished VISTIp®duct ("Product”). Gilead is entitled to rece&veoyalty based upon Pharmacia &
Upjohn's sales of Product. It receives a portiothefroyalty upon shipping either bulk drug substaar Product to Pharmacia & Upjohn, and
the remainder upon Pharmacia & Upjohn's sale ofliebto third parties. Any royalties that Gileadew®es before Product is sold to third
parties are recorded as deferred revenue until uichparty sales occur. At December 31, 1999 Gbepany has recorded on its balance
sheet approximately $3.7 million of such deferredenue ($3.3 million at December 31, 1998). The gamy recognized royalty revenue of
$2.0 million, $1.7 million and $0.7 million in 1999998 and 1997, respectively, from sales of VIH lautside of the United States by
Pharmacia & Upjohn.

SOMALOGIC

In November 1999, Gilead and Somalogic, Inc. ("Slogia") entered into an agreement whereby Gileaiagd to Somalogic under a sole
and exclusive license certain intellectual propestgted to the SELEX process, including patentsatent applications. Under the terms of
the agreement, Somalogic is required to pay Gitetmtal of $2.5 million in two nonrefundable indtaénts. The first $1.5 million was paid in
November 1999 and is included in contract reventaé Company'
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4. COLLABORATIVE ARRANGEMENTS AND CONTRACTS (CONTINED) consolidated statement of operations for t& yended
December 31, 1999. The remaining $1.0 million is duNovember 2000 and, because Somalogic is dafguental stage entity that may
require third party financing, Gilead will recogaithis amount as contract revenue when receivdda&Ghas no ongoing research or funding
obligations under the agreement. At December 339 1the $1.0 million payment due in November 2@0feported as deferred revenue on
the consolidated balance sheet.

SCHERING A.G.

In 1993, the Company entered into a collaboratdsearch agreement ("Schering Research Agreemet'ljcense agreement ("Schering
License Agreement”) with Schering A.G. Under thb&mg Research Agreement, Schering

A.G. has funded research at Gilead for the disgosad development of aptamers as IN VIVO diagnasgients. The level of funding under
this agreement has varied over the five-year ténom $1.0 million to $2.4 million annually. In Manc1999, Schering A.G. agreed to fund
$0.3 million under the Schering Research Agreerfarthe first half of 1999, which Gilead receiveatdareported in contract revenue in 19
The Schering Research Agreement expired in 1993r@n@ompany does not expect to receive any additipayments thereunder.

Under the Schering License Agreement, Schering AdS.the right to develop and commercialize aptaragiN VIVO diagnostic agents or
radiotherapeutics discovered and developed undesthering Research Agreement. Schering A.G. isnetjto make milestone and royalty
payments to the Company upon commercializationsael of any products developed under the collalooratith the Company. The
milestone payments for any one product total $6lom and are triggered by the filing of an Invigsttional New Drug application, the
initiation of Phase Il clinical trials, the filingf an NDA and approval of a product for commersele. The Schering License Agreement,
which was still in effect as of December 31, 198%rmits the Company to develop and commercializanaprs discovered under the Sche
Research Agreement outside the field of IN VIVOgtiastic agents or radiotherapeutics, subject taltppayments to Schering A.G.

ISIS PHARMACEUTICALS

In December 1998, Gilead and Isis Pharmaceutiiads("Isis") entered into an agreement under wit@dlead sold to Isis certain intellectual
property, including patents and patent applicatimmgering antisense chemistry and antisense drigdesystems. Under the terms of the
agreement, Isis is required to pay to Gilead d tft$6.0 million in four nonrefundable installmeniThe first installment of $2.0 million was
paid in December 1998, the second installment d #illion was paid in December 1999 and the remgi$3.0 million is payable in two
additional payments (one payment of $1.0 millio2@90 and one payment of $2.0 million in 2001). Tdtal sale price of $6.0 million is
included in contract revenue in the Company's clisested statement of operations for the year erdletember 31, 1998. Gilead has no
ongoing research or funding obligations under tre@ment.

GLAXO WELLCOME

In May 1998, the Company entered into a three-qgutaboration with Glaxo Wellcome Inc. ("Glaxo") which (a) Glaxo received a non-
exclusive right to use the Company's proprietari,ES& process for target validation; (b) the Compaegeived the exclusive rights (subject
to Glaxo's right to
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4. COLLABORATIVE ARRANGEMENTS AND CONTRACTS (CONTINED) elect to participate in such activities) tovel®p and
commercialize NX 211, a liposomal formulation of&d's proprietary topoisomerase | inhibitor (luteman); and (c) Glaxo acquired 364,:
shares of the Company's common stock for $10.Gamilh a private offering.

In July 1990, the Company entered into a collaldeatsearch agreement with Glaxo with respedi¢oGompany’s antisense technology.
Under the terms of the Glaxo agreement, as amenadime, the Company received $1.8 million in 898nd $3.0 million in both 1997 and
1996, to fund research, which is reported as contevenue in the accompanying consolidated stattntd operations. The R&D costs
reimbursed by Glaxo approximate the related revamakeare included in R&D expense. This agreemehtiaa related funding were
terminated in June 1998.

BAUSCH & LOMB

In August 1994, the Company entered into a licemsksupply agreement with Bausch & Lomb Incorpatr@termerly Storz Instrument
Company, a subsidiary of American Home Productp@mition), to develop and market an eyedrop fortiariaf cidofovir for the potential
treatment of topical ophthalmic viruses. The Conypateived a $0.3 million annual fee under thissagrent in each of the years ended
December 31, 1999 and 1997, which is reported asaxt revenue. This agreement was terminated 99 8&d the Company will not receive
any additional payments in the future.

5. INVENTORIES

Inventories are summarized as follows (in thousands

DECEMBER 31,

1999 1998
Finished goods........cccooevviviiiiiiiiieeeees $3,463 $3,672
WOrK in ProCesS.....ccoveeviviiieeeiiiieeeeeeeee 6,793 5,962
Raw materials...........ccoceovviviiinicvs L 10,703 6,916

$20,959 $16,550

6. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consist of the foihga(in thousands):

DECEMBER 31,

1999 1998
Building and improvements (including leasehold
IMProvements).......ccocvevvveevvecvieeeeee $46,597 $ 44,700
Laboratory and manufacturing equipment.............. ... 27,204 26,568
Office and computer equipment........cccccceveeeee. L 20,127 18,969
Capitalized leased equipment..........cccceeeeeeeee. L 16,042 17,385
Construction in progresS.....ccceveeeeeeeeeveseeee L 5,540 639

115,510 108,261
Less accumulated depreciation and amortization..... ... (64,112) (57,242)

$51,398 $51,019
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7. INVESTMENT IN UNCONSOLIDATED AFFILIATE

In late 1997, the Company established its NeXstmhfology Products division which included the Camys proprietary technology called
Product Anchored Sequential Synthesis ("PASS")ethod of synthesizing the oligonucleotides thatthesbasis for the products being
developed using the SELEX process. In July 1988 Qbmpany established Proligo L.L.C., a Delawarétdid liability company ("Proligo™),
as a wholly owned subsidiary and transferred alhefassets of the NeXstar Technology Productsidivito Proligo. Proligo supplies nucleic
acid and peptide synthesis products to the phammiaaéand biopharmaceutical industry for sale ase as laboratory research reagents and
in therapeutic and diagnostic products.

On August 15, 1998, the Company sold a 51% intétlest"Interest") in Proligo to SKW Americas, IftSKW"). As payment for the Intere
the Company received $15.0 million in cash and% #&terest in PerSeptive Biosystems GmbH, a compahkiamburg, Germany (the
"Hamburg Company"), which specializes in the maaufiee of nucleoside phosphoramidite monomers. B¢ ihterest in the Hamburg
Company had a fair market value of approximately $8illion. In addition, SKW agreed to pay the Canp $3.0 million in guaranteed
payments (discounted at 8.5% for gain recognitiarppses) and up to $20.5 million in performahesed milestones over the next four ye
During 1999, the Company received $2.6 milliontef guaranteed payments from SKW. The Company atssived a performance-based
milestone payment of $1.0 million, which is repdrte contract revenue on the consolidated stateofesperations. As part of the original
transaction, the Company contributed $4.9 milliad &s 49% interest in the Hamburg Company to BooliThe Company recorded a $22.1
million gain in connection with this sale in 198KW contributed $5.1 million and the remaining 5it#erest in the Hamburg Company to
Proligo. Also in connection with this transactitime Company and Proligo agreed that Proligo wowdduifacture oligonucleotides required
by the Company at cost plus a fixed percentageinBur999, the Company purchased oligonucleotidas fiProligo for a total of $0.4 millio
This entire amount has been charged to R&D expense.

The Company accounts for its investment in Proligimg the equity method of accounting. The net bake of its investment at December
31, 1999 and 1998 was approximately $7.6 milliod $h0.3 million, respectively, and is reported thes noncurrent assets on the Compe
consolidated balance sheets. In 1999, the Compmuoyded its equity in the loss of Proligo of $4.ilian, which represents its 49% share of
Proligo's loss for its fiscal year ended Novemb@ri®99. In 1998, the Company recorded its equité loss of Proligo of $1.1 million for
the period from August 15, 1998 through Novemberl®®8. The Proligo operating loss for Decembe9l®8s approximately $0.9 million,
of which the Company will recognize its 49% shar@000.

In October 1999, the Company made a capital carttdb to Proligo of $2.5 million to maintain its %Qownership interest. The Company
also agreed to contribute an additional $2.5 mmiliio 2000, again to maintain its 49% ownershiprege Upon making this capital
contribution in January 2000, the Company has monitments to provide additional funding to Proligo.
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8. LONG-TERM OBLIGATIONS
Long-term obligations consist of the following (fmusands):

DECEMBER 31,

1999 1998

Capital lease obligations: Interest payable monthly at 6.89%

10 13.91%0 e $5,681 $7,901
Adjustable rate debt: Quarterly installments throug h 2000;

unsecured; interest payable quarterly based on ap plicable

LIBOR rates......coovveiiiiiiieiieeeeeeee - 1,313
Fixed rate debt: Monthly installments through 2003; secured

by equipment; interest payable monthly at 9.69% t 0

12.62%0u it 2,763 4,511
Total long-term obligations.........ccccoceeeeee. L 8,444 13,725
Less current portion........ccceeevevvcieneenneees (3,191) (4,842)
Long-term obligations due after one year........... . ... $5,253  $8,883

Maturities of all long-term obligations, includimgpital lease obligations, due subsequent to Deeeth 1999 are as follows (in thousands):

YEAR ENDING DECEMBER 31, AMOUNT
2000, ... i $3,191
2001 . 3,050
2002, . 1,902
2003, .o 301
Total oo $8,444

The terms of the various debt agreements requér€timpany to comply with certain financial and epieig covenants. At December 31,
1999, the Company was in compliance with all sunreoants.

9. CONVERTIBLE SUBORDINATED DEBENTURES

During the third quarter of 1997, the Company 80.0 million of 6.25% Debentures due 2004 in agig offering to SBC Warburg Inc.
and Oppenheimer & Co., Inc., which resold the Délners to a group of private investors. The Debestuvere issued pursuant to an
indenture and are convertible into a total of uf,@©4,844 shares of the Company's common stod44ab7 per share, which was greater
the fair market value of the Company's common stidke time the Debentures were issued. The Coyngserved 1,794,844 shares of its
authorized common stock for issuance upon conveiiithe Debentures. The Debentures are redeernmaiigole or in part, at the option of
the Company, at any time on or after August 1002@0 specified redemption prices plus accruedeste During 1999, holders of $0.5
million of Debentures converted their holdings it@®465 shares of common stock.
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10. COMMITMENTS AND CONTINGENCIES
LEASES AND FINANCING ARRANGEMENTS

The Company has entered into long-term noncanceetgidrating leases for facilities in Boulder, Cattw, Foster City, California and San
Dimas, California. The leases contain the followfagnms:

LOCATION TERMINATI ON DATE RENEWAL OPTIONS
Boulder, CO.....cccccovvvvvevieeeennnnnn October 2 001 Two five-year terms
Boulder, CO.....ccccvvvvevevieeeennnnn. July 2003 None

Foster City, CA.....ccooveeiiiiieeene December 2003  None

Foster City, CA.....ccocveeiiiiieeene March 200 6 Two five-year terms

Foster City, CA.....cceevveveveiiinnne September 2006 Two five-year terms

San Dimas, CA........oooviviiiiiiinens May 2003 Two five-year terms

San Dimas, CA........cccovieeeenns November 2003  Two five-year terms

Rent expense net of sublease income under the Gry'spaperating leases totaled approximately $718omj $6.8 million and $6.8 million
for the years ended December 31, 1999, 1998 and, 188pectively.

The Company has entered into certain financingsaetleaseback transactions and related equipmdrfaailities improvement master lease
and financing agreements for manufacturing equigngemeral laboratory and scientific equipmenticefequipment, furniture, fixtures and
facilities improvements. Title to assets acquirader the Company's lease lines of credit residésthe lessor. The Company has the option
to purchase the assets at the end of the lease &trair market value. The leases have terms mgrfgpbm three to five years. At December
31, 1999, no amounts were available under sucteaggsts.

Aggregate noncancelable future minimum rental paytsiender operating and capital leases, net okegage future minimum rentals to be
received by the Company under noncancelable swdgease as follows (in thousands):

OPERAT ING LEASES, NET OF
YEARS ENDING DECEMBER 31, NONCAN CELABLE SUBLEASES CAPITAL LEASES
2000.....cciiiieiiie e $ 8,458 $ 2,607
2001....ciiiiiieiiee e 8,430 2,449
2002.....coiiiieiiieiee e 9,661 1,294
2003t 8,999 -
2004.....coiiiieiie e 5,672 -
Thereafter........ccooveeviiieeeninnn. 6,870 --

$48,090 6,350

Less amount representing interest.......... (669)
Total capital lease obligations............ 5,681
Less current portion...........cccceeeueee (2,192)

Capital lease obligations due after one
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10. COMMITMENTS AND CONTINGENCIES (CONTINUED) Thedinpany has in place a letter of credit agreement fa bank, which
secures the aggregate future payments under atsefatilities leases. At December 31, 1999, al wf&0.5 million was secured under this
letter of credit arrangement.

CONTINGENT LIABILITIES

In connection with the August 1998 sale of a méajdriterest in its subsidiary, Proligo, as desatibe Note 7, the Company transferred
certain property and equipment with a net bookeafti$4.5 million to Proligo. The majority of suphoperty and equipment is financed or
leased by the Company in accordance with the fimgrarrangements and sale-leaseback transactigoslukd above. Concurrent with this
transfer of property and equipment, the Compamysfeared the underlying debt to Proligo pursuantaigous Sublease, Consent and
Assignment Agreements (collectively, the "Suble&geeements”). As a result, the Company is requioggly the debt financing and lease
liabilities to the financial institutions and lessdlirectly for Proligo's share of the liabilitid2roligo is required to reimburse the Company for
these amounts and is bound by the same terms awitioos as those in the Company's agreementsthétfinancial institutions and lessors.
If Proligo were to default on its obligations undee Sublease Agreements, the Company would cantmbe liable for amounts outstanding
as of the date of the default. However, in thisrev8KW would be obligated to reimburse the Compianys1% of such amounts paid. At
December 31, 1999, Proligo was current with resfmeits reimbursements to the Company and the balafiProligo's future lease and debt
obligations under the Sublease Agreements wasrfillion.

Additionally, the Company and Proligo entered iABsignment, Assumption and Consent Agreements @é&ments”) with the landlords of
two laboratory facilities Proligo occupies. Undee tAgreements, Proligo has assumed the obligatiotiee landlords, but the Company
remains contingently liable in the event of defalilte total unpaid amount of such operating leasensitments as of December 31, 1999
approximately $0.4 million.

Gilead has subleased certain of its facilitiespprily in California, through 2001. If any of theldessees default on their obligations under
these subleases, the Company would be primarlelieo the original lessor. The total amount dudasrthese subleases as of December 31,
1999 is $3.0 million.

SHORT-TERM BORROWINGS

In September 1997, the Company entered into arcurse bank line of credit for $10.0 million (ther&dit Agreement”). Under the terms of
the Credit Agreement, the Company is required tmtaen certain financial ratios. There are alsaf@tions on the Company's ability to incur
additional debt or to engage in certain signifidaahsactions. The Credit Agreement, which inclualésreign exchange facility, was being
renegotiated as of December 31, 1999 and was sudsty extended until April 2001. There were no amts outstanding under this
agreement as of either December 31, 1999 or 1998.
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10. COMMITMENTS AND CONTINGENCIES (CONTINUED) PATENMATTERS

On August 11, 1997, the Company and The Liposonmagaay, Inc. ("TLC") reached a settlement ("Settlategreement”) in which the tv
companies agreed to dismiss all legal proceedimgsiving TLC's reexamined U.S. Patent No. 4,880,635C 635 Patent") and U.S. Patent
No. 5,578,320 ("TLC 320 Patent") and their inteioadl counterparts. The legal proceedings relaieghtether AmBisome, the Compan
liposomal formulation of amphotericin B, infring@d.C's patents because of the manner in whichfieisze dried (lyophilized). In the
Settlement Agreement between the parties, TLC gdaifite Company immunity from suit in connectionhathie worldwide production and
sales of AmBisome and a worldwide right to use behTLC 635 Patent and the TLC 320 Patent. Urfteetdrms of the Settlement
Agreement, the Company made an initial payment 6 ©f $1.8 million and was required to make paymadrgginning in 1998 based on
AmBisome sales over the next several years. Bedhaggayments are subject to certain minimum andmmanm amounts, the Company
recorded accounting charges in 1997 of $11.8 millaf which $10.0 million represented the net pnésalue of all future minimum
payments and $1.8 million represented the inigahcpayment. Beginning in 1998, the Company isrddieg an expense each quarter based
on the difference between all future minimum payteemd the expense recorded in 1997. In additieginming in 1998, the Company is
recognizing as cost of goods sold the differendevden the minimum and maximum payments, if any. CThenpany does not expect the
difference between its future minimum and maximuagments to TLC to be material.

In August 1998, The Company was served with a patéingement lawsuit filed by Chiron Corporati¢tChiron") in the U.S. District Court
for the Northern District of California. In the Iawit, Chiron alleged that Gilead conducted scigntésearch that infringes Chiron patents
covering the hepatitis C protein and gene sequesnogsheir use in screening for potential hepa@ittherapeutics. In, December 1999, Gil
and Chiron agreed to the terms of a settlementaggat and, as a result, the Company made a oneséittement payment of $0.4 million to
Chiron at that time.

LEGAL PROCEEDINGS

The Company is involved from time to time in legabceedings arising in the ordinary course of itsibess. In the opinion of management,
none of these matters is expected to have a mlaaeriarse effect on the financial position or opieres of the Company based on factors
currently known to management.

11. STOCKHOLDERS' EQUITY
PREFERRED STOCK

The Company has 5,000,000 shares of authorizedrpeefstock issuable in series. The Company's Bafabdrectors ("Board") is authorized
to determine the designation, powers, preferenedsights of any such series. The Company hasvwede&00,000 shares of preferred stock
for potential issuance under the Preferred Shareh@ee Rights Plan.

In June 1997, the Company issued 1,133,786 sh&feri@s B Convertible Preferred Stock ("Prefer®aick") to Pharmacia & Upjohn for
approximately $40.0 million, or $35.28 per shara. O
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11. STOCKHOLDERS' EQUITY (CONTINUED) July 15, 1998¢ average of the closing price of the Compargrsmon stock for the

thirty days then ended was $49.79. This eventérigd the automatic conversion of the PreferredStemed by Pharmacia & Upjohn into
the Company's common stock. Accordingly, the PreteBtock converted into 1,133,786 shares of comstaek at the original issue price of
$35.28 per share on July 16, 1999.

EMPLOYEE STOCK PURCHASE PLAN

Under Gilead's Employee Stock Purchase Plan ("ESBRIployees can purchase shares of Gilead comtook lsased on a percentage of
their compensation. The purchase price per shast egual at least the lower of 85 percent of theketavalue on the date offered or the date
purchased. A total of 1,580,000 shares of commaxksire reserved for issuance under the ESPP. Beaémber 31, 1999, 881,283 shares
had been issued under the ESPP (794,049 sharé®asember 31, 1998).

Emerging Issues Task Force ("EITF") Issue No. 97ACCOUNTING FOR

INCREASED SHARE AUTHORIZATIONS IN AN IRS SECTION &EMPLOYEE STOCK PURCHASE PLAN UNDER APB OPINION
NO. 25, provides that new shares authorized unxistimg Section 423 employee stock purchase plaamggive rise to compensation expe
under circumstances specified in that accountiagdstrd. During 1998, Gilead recognized compensat@ense of $0.4 million related to an
ESPP share authorization approved in 1998 in aeogelwith the provisions of EITF Issue No. 97-1Pfuture years, the Company will not
be required to recognize additional compensatigrerse related to the 1998 share authorization.

STOCK OPTION PLANS

In December 1987, Gilead adopted the 1987 Ince@ivek Option Plan and the Supplemental Stock @®ian for issuance of common
stock to employees, consultants and scientificsdsi In April 1991, the Board approved the graptifcertain additional nonqualified stock
options with terms and conditions substantiallyikinto those granted under the 1987 SupplementakSOption Plan. At the grant date,
none of the options described above had exercisegithat were less than the fair value of the dyithg) stock on that date. The options vest
over five years pursuant to a formula determinethieyBoard and expire after ten years. No shaeaailable for grant of future options
under any of these plans.

In November 1991, Gilead adopted the 1991 Stocko@flan ("1991 Plan") for issuance of common stimckmployees and consultants.
Options issued under the 1991 Plan shall, at theretion of the Board, be either incentive stockoms or nonqualified stock options. In May
1998, the 1991 Plan was amended such that theisxgmice of all stock options must be at leasaétmuthe fair value of Gilead's common
stock on the date of grant. The options vest averyfears pursuant to a formula determined by tbar8 and expire after ten years. At
December 31, 1999, 3,185,020 shares were avaflabtgant of future options.

In November 1995, Gilead adopted the 1995 Non-Eygadirectors' Stock Option Plan ("Directors' P)diot issuance of common stock to
non-employee Directors pursuant to a predetermioedula. The exercise price of options granted uilde Directors' Plan must be at least
equal to the fair value of Gilead's common stockhmndate of grant. The options vest over five

77



GILEAD SCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
DECEMBER 31, 1999

11. STOCKHOLDERS' EQUITY (CONTINUED) years from thate of grant in quarterly 5 percent installmentd expire after ten years.
December 31, 1999, 239,000 shares were availablgdnt of future options under the Directors' Plan

NeXstar's stock plans include the 1988 Stock Od#itam ("1988 Plan™), the 1993 Incentive Stock Péarg the 1995 Director Option Pl
(collectively, "NeXstar Plans"). Options pursuamthie 1988 Stock Option Plan and the 1993 Incer8teek Plan that were issued and
outstanding as of July 29, 1999 have been convartedptions to purchase Gilead common stock @salt of the Merger and remain
subject to their original terms and conditions. i@ms outstanding under the 1995 Director OptiommPlacame fully vested at the close of the
Merger and are exercisable for a period of 24 metiiereafter. No shares are available for grafitafe options under any of the NeXstar
Plans.

NeXstar's 1988 Plan allows certain option holdersxecute cashless exercises of options. In aassbkercise transaction, the option ha
specifies how many shares will be exercised andCtirapany issues the specified number of sharesthesnumber that would be required to
cover the exercise price based on the fair valub@ttock on the exercise date. During 1999, sdwgtion holders performed cashless
exercises. As a result, NeXstar' 1988 Plan is demsi to be a variable plan and, therefore, theg@my recognized compensation expense of
$2.3 million. Of this amount, $1.5 million relatesexercised options and the remaining $0.8 miltiglates to options that remain outstanding
under the 1988 Plan at December 31, 1999.

The following table summarizes activity under alle@d and NeXstar stock option plans for each efttiiee years in the period ended
December 31, 1999. All option grants presentetiéntéble had exercise prices not less than thedhie of the underlying stock on the grant
date (shares in thousands):

YEAR ENDED DECEMBER 31, 1998

1999 1998 1997
WEIGH TED WEIGHTED WEIGHTED
AVERA GE AVERAGE AVERAGE
EXERC ISE EXERCISE EXERCISE
SHARES PRIC E SHARES PRICE SHARES PRICE
Outstanding,

Beginning of year.............. 5,656 $24. 38 5246 $22.36 5569 $17.77
Granted.........cccevveenee. 1,669 54 84 1,428 2749 1,263 30.67
Forfeited...........cccn... (371) 33. 61 (378) 31.20 (333) 24.49
EXErcised.......cooo........ (1,323) 21. 52 (640) 11.74 (1,253) 9.73

Outstanding, end of year......... 5,631 $33. 36 5,656 $24.38 5,246 $22.36
Exercisable, end of year... 2,276  $22. 56 2,518 $20.51 2,190 $17.08
Weighted Avg. Fair Value of

Options Granted................ $33. 53 $15.46 $16.51
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11. STOCKHOLDERS' EQUITY (CONTINUED)

The following is a summary of Gilead options outstiag and options exercisable at December 31, {@3®ns in thousands):

OPTIONS OUTS TANDING OPTIONS EXERCISABLE
WEIGH TED
AVER AGE  WEIGHTED
RANGE OF REMAI NING AVERAGE WEIGHTED
EXERCISE OPTIONS CONTRA CTUAL EXERCISE OPTIONS AVERAGE
PRICES OUTSTANDING LIFE IN YEARS PRICE EXERCISABLE EXERCISE PRICE
$0.24--$22.50 1,464 4. 59 $14.61 1,162 $13.55
$22.88--$27.65 1,338 7. 69 $24.88 418 $25.21
$29.63--$41.06 1,409 6 72 $34.55 601 $34.06
$41.27--$85.95 1,420 8 96 $59.50 95 $48.25
Total........oovvevnene 5,631 6. 96 $33.36 2,276 $22.56

PRO FORMA DISCLOSURES

The table below presents the combined net losdasid and diluted loss per common share if compiemseost for both Gilead's and
NeXstar's stock option plans had been determineddan their estimated fair values at the grargsifmr awards under those pla

YEAR ENDED DECEMBER 31,

1999 1998 1997

Pro forma net loss (in thousands).............. $( 93,816) $(61,444) $(87,393)
Pro forma basic and diluted net loss per
Share.......coccovivievee e $ (2.19) $ (1.50) $ (2.22)

Fair values of the options granted under the stgdtlon plans were estimated at grant dates usBigek-Scholes option pricing model. The
Company used the multiple option approach andaheving assumptions:

1999 1998 1997

Expected life in years (from vesting

date)--Stock options................... 1.86 1.44t01.78 1.00to 1.75
Expected life in years--ESPP 1.21 1.51 0.75
Interest rate--Stock options............. 5.6% 4.7%1t05.5% 5.6% to 6.2%
Interest rate--ESPP...................... 5.0% 5.2% 5.6%
Volatility(1).....ccoveveereiniinnennne 67% 66% 66%
Expected dividend yield.................. 0% 0% 0%

(1) NeXstar's volatility rates for 1998 and 1997&61% and 52%, respectively.

The weighted average estimated fair value of edttta@GESPP option granted for the years ended Dieee81, 1999, 1998 and 1997 was
$16.22, $11.97 and $9.57, respectively.
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11. STOCKHOLDERS' EQUITY (CONTINUED) PREFERRED SHERPURCHASE RIGHTS PLAN

In November 1994, the Company adopted a PrefemadeSPurchase Rights Plan (the "Plan™). The Plawiges for the distribution of a
preferred stock purchase right (a "Right") as addind for each share of Gilead common stock hele@odrd at the close of business on
December 14, 1994. The Rights are not currentlyats@ble. Under certain conditions involving an@sdion or proposed acquisition by any
person or group of 15% or more of the Company'srsomstock, the Rights permit the holders (othen tive@ 15% holder) to purchase Gile
common stock at a 50% discount from the markeepaicthat time, upon payment of an exercise pricespecified exercise price per Right.
In addition, in the event of certain business corations, the Rights permit the purchase of the comstock of an acquirer at a 50% discc
from the market price at that time. Under certainditions, the Rights may be redeemed by the Biwewhole, but not in part, at a price of
$.01 per Right. The Rights have no voting priviegad are attached to and automatically trade @iltad common stock.

In October 1999, the Board of Directors approveduaendment to the Plan. This amendment providespgrather things, for an increase in
the exercise price of the right under the Plan f&@ to $400 and an extension of the term of tih@ BRbm November 21, 2004 to October

20009.
12. COMPREHENSIVE INCOME

The following reclassification adjustments are iieggito avoid double-counting net realized gainsales of securities that were previously
included in comprehensive income prior to the safdle securities (in thousands):

YEAR ENDED DECEMBER 31,

1999 1998 1997

Net gain (loss) on sales of securities included in
interest iNCOMe............ccceeeeveeeeveeennne. .. $ (383) $473 $87

Other comprehensive income:
Net unrealized gain (loss) arising during the
VEAN..uvieiiieeeieeeetee e .. $(1,985) $172 $342
Reclassification adjustment...................... .. 383 (473) (87)
Net unrealized gain (loss) reported in other
comprehensive iNCOME.............cc.cccveenne.. .. $(1,602) $(301) $255

The balance of accumulated other comprehensivealssported on the balance sheet consists obllegving components (in thousands):

DECEMBER 31,

1999 1998
Net unrealized (loss) gain on available-for-sale
SECUMLES...occviievie e eceeeeeeee $(1,559) $ 43
Cumulative loss on foreign currency translation.... ... (968) (380)
Accumulated other comprehensive loss.............. ... $(2,527) $(337)
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13. DISCLOSURES ABOUT SEGMENTS OF AN ENTERPRISE AIRELATED INFORMATION

Effective January 1, 1998, the Company adopted SRASL31, "DISCLOSURES ABOUT SEGMENTS OF AN ENTERBE AND
RELATED INFORMATION." Statement No. 131 establistgtandards for the way that public business erisapreport information about
operating segments in annual financial statemermdgequires that those enterprises report seléstednation about operating segments in
interim financial reports. It also establishes d&ds for related disclosures about products ances, geographic areas and major
customers. The Company has determined that itlwedyone reportable segment because managemenghaged the business along its
functional lines.

PRODUCT SALES REVENUES
Product sales revenues consisted of the followim¢hpusands):

YEAR ENDED DECEMBER 31,

1 999 1998 1997
AMBISOME.......c.oeeviieiiieeiiee e, $12 9,177 $103,430 $83,918
DaunoXome..........ccccuvvvvieiieeieeeeieennnns 4,775 4,672 5,234
VISTIDE......oviiiiiiiieiiiieieeccciiies 5,938 6,074 11,735

$13 9,800 $114,176 $100,887

REVENUES FROM EXTERNAL CUSTOMERS AND COLLABORATIVE PARTNERS BY GEOGRAPHIC REGION

The following table summarizes revenues from extiecnstomers and collaborative partners by geogecaphion. Revenues are attributed to
countries based on the location of the customepli@borative partner (in thousands).

YEAR ENDED DECEMBER 31,

1 999 1998 1997
United States.........cccoeevvereiiiennene $2 8,389 $23,601 $17,679
GeIMANY......veieirireiriniee e 2 1,647 22,254 17,063
United Kingdom...........cccccvvvviveenennn. 1 9,259 17,241 17,794
Switzerland.........ccoccoeveiiiiieennns 1 5,763 16,400 14,200
JEAIY .o 1 6,293 13,420 10,993
SPAIN...cciiiieeie e 1 4,625 11,934 8,880
France........ccooccovvieeieiniiiec s 8,347 4,993 3,155
SWeden......cooveiieiier 4,400 1,696 10,802
Other European countries............cccc.uee. 2 7,100 25,340 23,665
Other foreign countries.............cccocue. 1 3,156 14,240 8,027
Consolidated total..........ccceovereennns $16 8,979 $151,119 $132,258
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13. DISCLOSURES ABOUT SEGMENTS OF AN ENTERPRISE ARELATED INFORMATION
(CONTINUED)

At December 31, 1999, the net book value of the @ammg's property, plant and equipment was $51.4anillApproximately 93% of such
assets were located in the United States. At Deeeih 1998, the net book value of the Companypegaty, plant and equipment was
approximately $51.0 million. Approximately 92% afch assets were located in the United States.

MAJOR CUSTOMER

In 1999, 1998 and 1997, sales to one distributoo@aated for approximately 14%, 13% and 14% of pobdevenues, respectively.

14. INCOME TAXES

The Company has no deferred provision for incomegaThe current provision for income taxes coasi$the following (in thousands):

YEAR ENDED DECEMBER 31,

1999 1998 1997
Current:
Federal.........ccoooveeeieiciicccie e, . $ 65 $160 $ --
State...ceiiiie e . 30 21 --
FOreign......uevveveeeeeee s . 793 678 322

$888 $859 $322

Foreign pre-tax income (loss) was $2.0 million, @illion and ($2.8) million in 1999, 1998 and 19%&spectively.

The difference between the provision for taxesrmome and the amount computed by applying the &deatutory income tax rate to inca
before provision for income taxes and equity irslobunconsolidated affiliate is explained belowtfiousands):

YEAR ENDED DECEMBER 31,

1999 1998 1997

Loss before provision for income taxes......... $( 60,942) $(42,798) $(72,571)
Tax at federal statutory rate.................. $( 20,720) $(14,552) $(24,675)
Unbenefitted losses.........cccovvveeeennns 21,074 14,698 24,660
Other....ieeev e 534 713 337

$ 888 $ 859 $ 322

At December 31, 1999, the Company had U.S. fedardlistate net operating loss carryforwards of t8llion and $69.8 million,
respectively. The federal net operating loss carwérds will expire at various dates beginning @2 through 2019, if not utilized. The state
net operating loss carryforwards will expire ativas dates from 2000 through 2012, if not utilizeltilization of net operating losses may be
subject to an annual limitation due to ownershigngde limitations provided in
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14. INCOME TAXES (CONTINUED) the Internal Revenuede and similar state provisions. This annual ltioin may result in the
expiration of the net operating losses and crdxdifere utilization.

Deferred income taxes reflect the net tax effettemporary differences between the carrying amoohessets and liabilities for financial
reporting purposes and the amounts used for in¢armpurposes. Significant components of the Comgaigferred tax assets and liabilities
as of December 31, 1999 and 1998 are as followth@nsands):

DECEMBER 31,

1999 1998

Net operating loss carryforwards................... ... $144,600 $ 125,439
Research and other credits.............cccceene .. 27,400 24,985
Capitalized R&D for California..................... ... 14,800 11,200
Other, Net.......ooooiieiiiiiiieees 7,400 8,987

Total deferred tax assets..........cccocvrene ... $194,200 $170,611
Valuation allowance.............cccoeoevevvvnnnens ... (194,200) (170,611)
Net deferred tax assets recognized................. . - -

The valuation allowance increased by $23.6 milaod $34.2 million for the years ended Decembefl929 and 1998, respectively.
Approximately $24.4 million of the valuation allonee at December 31, 1999 relates to the tax berwdfigtock option deductions, which v
be credited to additional paid-in capital when iz=al.

15. RETIREMENT SAVINGS PLAN

As of December 31, 1999, Gilead maintained two s#paetirement savings plan pursuant to whichtdiégemployees may defer
compensation for income tax purposes under Sedfidfk) of the Internal Revenue Code of 1986 ("SgwiRlans"). One Savings Plan
primarily covers NeXstar employees ("NeXstar Plamfile the other Savings Plan primarily coversodifier eligible employees of the
combined company ("Gilead Plan"). Under the NeXBfan, employee contributions are discretionary,nbay not exceed 15% of eligible
annual compensation. In addition, the NeXstar ialudes a Company match of 50% of employee camiinls up to a maximum of 6% of
eligible annual compensation. For the years endezbMber 31, 1999, 1998, and 1997, the Companydedaontribution expenses relate:
the NeXstar Plan of approximately $0.5 million,%nillion and $0.6 million, respectively. At Deceert81, 1999, approximately $0.9
million, representing 17,225 shares of the Comganyinmon stock, was held by the NeXstar Plan it fiar plan participants. Effective
February 1995, contributions to the NeXstar Play n@ be invested in the Company's common stock.

16. RELATED PARTY TRANSACTIONS

During 1999 and 1998, Gilead paid an aggregat®af fillion and $4.7 million, respectively, to PhwResearch Corporation, a contract
research organization, for services rendered imection
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16. RELATED PARTY TRANSACTIONS (CONTINUED) with dlical studies. A member of the Board is a seniefsaa to an investment
fund that owns a controlling interest in PharmaReste Corporation.

17. QUARTERLY RESULTS (UNAUDITED)

The following table is in thousands, except perslemounts:

1ST QUARTER 2ND QUARTER 3RD QUARTER 4TH QUARTER

1999
Total revenues.................. $38,276 $ 43,537 $38,390 $48,776
Total costs and expenses........ 54,937 55,791 69,608 59,502
Net 10SS...ccovveveiiiaiianne (15,476) ( 11,691)  (30,365) (8,954)
Basic and diluted net loss per

share.......ccoovvevneennn, (.37) (.28) (.70) (.20)
1998
Total revenues.................. $41,513 $ 35,289 $31,866 $42,451
Total costs and expenses........ 55,209 57,528 53,483 64,411
Net income (l0ss)............... (10,066) ( 18,287) 2,202 (18,607)
Basic and diluted net income

(loss) per share.............. (.25) (.45) .05 (.45)
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ADDITIONS ADDITIONS

BALANC EAT  —mmmemem e BALA NCE AT
BEGINNI NG OF CHARGED TO CHARGED TO EN D OF
PERI oD EXPENSE OTHER DEDUCTIONS PE RIOD
YEAR ENDED DECEMBER 31, 1999
Allowance for doubtful accounts......... $ 1, 480 $1,059 $ - $ 206 $ 2,333
Valuation allowance for deferred tax
ASSELS...uvviieeiiiiee e 170, 611 - 23,589(3) - 19 4,200
$172, 091 $1,059  $23,589 $ 206 $19 6,533
YEAR ENDED DECEMBER 31, 1998
Allowance for doubtful accounts......... $ 1, 883 $(294)(1) $ - $109 $ 1,480
Allowance for other noncurrent assets... 1, 737 (550)(2) -- 1,187(2) -
Valuation allowance for deferred tax
ASSELS..iiiiiiiiiiiiree e 136, 411 -- 34,200(3) -- 17 0,611
$140, 031 $(844) $34,200 $1,296  $17 2,091
YEAR ENDED DECEMBER 31, 1997
Allowance for doubtful accounts......... $ 2, 002 $306 $ - $425 % 1,883
Allowance for other noncurrent assets... 1, 737 -- -- -- 1,737
Valuation allowance for deferred tax
ASSELS...uviiieeiiire e 106, 380 - 30,031(3) - 13 6,411
$110, 119 $ 306 $30,031 $ 425 $14 0,031

(1) In August 1996, a major customer of the Compfday for bankruptcy protection under Chapter £the U.S. Bankruptcy Code. The tc
receivable outstanding from that customer as ofebdwer 31, 1996 of $0.6 million was reserved. In7198e Company collected
approximately $0.1 million of this amount by assmits claim to a third party. In 1998, the Compaeversed that portion of the allowance
for doubtful accounts no longer deemed necessary.

(2) The Company accepted $550,000 in full settleéméan outstanding note receivable that was fidserved on the balance sheet.
(3) Charged to deferred tax benefit.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigsthas duly caused this Report to be
signed on its behalf by the undersigned, theredatp authorized.

GILEAD SCIENCES, INC.

By: /s/ JOHN C. MARTIN

John C. Martin
PRESIDENT AND CHIEF EXECUTIVE OFFICER

POWER OF ATTORNEY KNOW ALL PERSONS BY THESE PRESEBThat each person whose signature appears belwstitates and
appoints John C. Martin and Mark L. Perry, and azfdhhem, as his true and lawful attorneys-in-faatl agents, with full power of
substitution and resubstitution, for him and inféene, place, and stead, in any and all capaditiesgn any and all amendments to this
Report, and to file the same, with all exhibitsréte, and other documents in connection therewiitlh the Securities and Exchange
Commission, granting unto said attorneys-in-fact agents, and each of them, full power and authtoitio and perform each and every act
and thing requisite and necessary to be done ineattion therewith, as fully to all intents and pasps as he might or could do in person,
hereby ratifying and confirming that all said atteys-in-fact and agents, or any of them or thehisisubstitute or substitutes, may lawfully
do or cause to be done by virtue hereof. Purswethiet requirements of the Securities Exchange At984, this Report has been signed
below by the following persons on behalf of the R&gnt and in the capacities and on the datesaneli.

Pursuant to the requirements of the Securities &xgl Act of 1934, this Report has been signed bbipothe following persons on behalf of
the Registrant and in the capacities and on thesdatlicated.

SIGNATURE T ITLE DATE
/sl JOHN C. MARTIN P resident and Chief Executive
Officer, Director (Principal March 29, 2000
John C. Martin Executive Officer)
\% ice President, Chief
/sl SHARON SURREY-BARBARI Financial Officer (Principal
Financial and Accounting  March 29, 2000
Sharon Surrey-Barbari Officer)
/sl DONALD H. RUMSFELD
C hairman of the Board of March 29, 2000
Donald H. Rumsfeld Directors
/sl PAUL BERG
D irector March 29, 2000

Paul Berg
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Etienne F. Davignon

/s JAMES M. DENNY, SR.

James M. Denny, Sr.

/sl GORDON E. MOORE

Gordon E. Moore

/sl GEORGE P. SHULTZ

George P. Shultz
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OFFICE/LIGHT MANUFACTURING LEASE
(2900 Center Green Court South)

(Boulder, Colorado)

LEASE SUMMARY

1. Landlord: THW Partners Limited Partnership, a
Colorado lim ited partnership
2. Tenant: Gilead Scien ces, Inc., a
Delaware cor poration
3. Guarantor: None
4. Premises: Second Floor , 2900 Center Green Court
South, Bould er, Colorado
5. Rentable Square Feet: Approximatel y 10,207 square feet
6. Commencement Date: March 1, 200 0
7. Expiration Date: February 28, 2005
8. Term: Five (5) yea rs
9. Rent Commencement Date: March 1, 200 0
10. Initial Rent: $173,519
(Annually)
11. Initial Rent: $14,459.92
(Monthly)
12. Increase in Base Rent: 3% annual in crease on Base Rent during
years two, t hree, four and five
13. Operating Expenses: Pro rata sha re of increases

over 1999 Ba

14. Tenant's Pro Rata Share
of the Building Complex: 30.10%

se Year



15. Security Deposit: $14,459.92 i n cash or

acceptable | etter of credit
16. Parking Spaces: None assigne d
17. Tenant Finish Allowance $112,277.00 per Workletter

18. Option on Additional Space: None

19. Option to Renew: Two 5-year t erms @ 95% of
Market Rates
20. Right of First Offer: Yes
EXHIBITS:
A - Premises
B - Legal Des cription
C - Estoppel and Commencement Date Certificate
D - Work Lett er Agreement
E - Rules and Regulations
F - Other Rig hts of Opportunity
to Leas e Space

Note: This Lease Summary does not in any way mdtiyterms of the Lease, but rather is for infofarapurposes only. The Lease sha
be consulted for the specific terms of the LeaseeAgent



OFFICE/LIGHT MANUFACTURING LEASE
(2900 Center Green Court South)

(Boulder, Colorado)

THIS LEASE is made this day of January, 2@@dwveen THW PARTNERS LIMITED PARTNERSHIP, a Coldodimited
partnership ("Landlord") and GILEAD SCIENCES, IN@.Pelaware corporation ("Tenant").

1. PREMISES: Landlord hereby leases to Tenant thegain premises designated on the Plans attdwretb as EXHIBIT A and

incorporated herein by this reference (the "Pregfi)seonsisting of a total of approximately 10,Xjuare feet of space and known as the
second floor in the building at 2900 Center Greenr€South in Boulder, Colorado (hereinafter theit@ing"), located on the real property
more particularly described on EXHIBIT B attachettdto and incorporated herein by this referenagstter with a non-exclusive right,
subject to the provisions hereof, to use all agmances thereunto, including, but not limited Brkng areas, and any other areas designated
by Landlord for use by tenants of the Building (Bwglding, the real property on which the sametisaded, parking areas, other buildings
thereon and areas and appurtenances are heretwdféetively sometimes called the "Building Comple This Lease is subject to the terms,
covenants and conditions set forth herein and Tiesnash Landlord each covenant as a material paheofonsideration for this Lease to keep
and perform each and all of said terms, covenamanditions to be kept and performed by them.

2. TERM:

(a) The term of this Lease shall be for Five (59rggthe "Primary Lease Term") commencing at 12:01. on March 1, 2000 (the
"Commencement Date") and terminating at 11:59 pmebruary 28, 2005 (the "Termination Date"), aslsooner terminated pursuant to
the terms hereof. If Landlord constructs the tefraptrovements pursuant to the Workletter (Exhibjt iD the event that the Premises are not
"Ready for Occupancy,” as such term is definedara@raph 20 hereof, prior on or before the Commmeeoe Date, the Commencement Date
(and the date for commencement of rental paymehtd) mean and refer to the date the Premiseseady=or Occupancy. If Tenant
constructs the tenant improvements pursuant to\ibkletter (Exhibit D), the Commencement Date ameldate for commencement of rental
payments may be deferred as a result of any Lashdefays, as described in Paragraph 20 hereof.

(b) If, as a result of the postponement or accéteraf the Commencement Date, the term would betier than on the first day of the
month, Tenant shall pay proportionate rent at #freesmonthly rate set forth herein (also in advafmeduch partial month and all other ter
and conditions of this Lease shall be in force efifielct during such partial month, and the end eftdrm hereof shall be adjusted to a date
which is the last day of the month five (5) yedisrathe Commencement Date. Tenant agrees to exaadtdeliver to Landlord, in form
attached hereto as EXHIBIT C, an Estoppel and Comeeraent Date Certificate, within thirty (30) daydlee date the term commences,
certifying as to the actu



commencement and termination dates of the ternretiftecommencement date, if different, and suckratiatters as may be required by
Landlord.

3. RENT: Tenant shall pay rent to Landlord for Bremises from the Commencement Date through Deae®ih@000 at the rate of One
Hundred Seventy Three Thousand, Five Hundred andtbien Dollars ($173,519) per year, payable inlegoathly installments of Fourteen
Thousand Four Hundred Fifty Nine and 92/100 Dol(&4,459.92).

A portion of the foregoing rent is Tenant's Prod&R8hare of Operating Expenses for the calendari@a#, the exact amount of which
remains to be determined. The balance of the fanggent is defined as "Base Rent."

On January 1, 2001, and on each January 1st tkardafoughout the term and any extended termisflLibase, the Operating Expense
component of the rent shall be adjusted as provid@dragraph 5.b. of this Lease.

On March 1, 2001, and on each March 1st theretfteughout the term and any extended term of te&sk, the Base Rent due for the
ensuing year shall be increased by 3% of the Bas [payable during the preceding year.

All installments of Rent shall be payable in advaran the first (1st) day of each calendar montinduthe term hereof. Rent for the first and
last months of the term, hereof shall be proratsed upon the number of days during each of sardhmadhat the Lease term was in effect.
One monthly installment of Rent shall be due anghpke on the date of execution of this Lease byafierAll Rent shall be paid without
notice, demand, deduction or offset, at the offiteandlord or to such other person or at suchrgtteece as Landlord may designate in
writing. Tenant shall pay to Landlord as "Additibfent” all other sums due under this Lease.

4. SECURITY DEPOSIT: It is agreed that Tenant, ecorently with the execution of this Lease, has déted with Landlord, and will keep
deposit at all times during the term hereof, atsilyhft letter of credit from a reputable finandiastitution satisfactory to Landlord, payable to
Landlord, in the amount of Fourteen Thousand Faundded Fifty Nine and 92/100 Dollars ($14,459.98¢%, receipt of which is hereby
acknowledged, as security for the payment by Teofbtite rent and all other sums herein agreed foal and for the faithful performance of
all the terms, conditions and covenants of thissee#, at any time during the term hereof, Tergnatll be in default in the performance of
provisions of this Lease, Landlord shall have fightr but shall not be obligated, to draw upon deitér of credit and to use the proceeds
therefrom, or so much thereof as necessary, in payof any rent in default, reimbursement of angesse incurred by Landlord, and in
payment of any damages incurred by the Landlorcebgon of Tenant's default. In such event, Tertait, ©n written demand of Landlord,
forthwith remit to Landlord a sufficient amountdash to restore said deposit to its original amadurthe event said deposit has not been
utilized as aforesaid, said deposit, or as muctetifexs has not been utilized for such purposesd]| s refunded to Tenant, without interest,
within sixty (60) days after the termination ofghiease upon full performance of this Lease by fitaad vacation of the Premises by
Tenant. Landlord shall have the right to commirayig cash portio



of said deposit with other funds of Landlord. Lasrdl may assign the letter of credit and deliver eash funds deposited herein by Tenant to
any purchaser of Landlord's interest in the Presniggo assumes all of Landlord's obligations unhisritease and holds such letter of credit
and/or cash pursuant to the terms of this Leasheivent such interest is sold, and thereupoullbash shall be discharged from further
liability with respect to such deposit. If saidtéatof credit is not assignable, Tenant agreesptace the letter of credit payable to Landlord
with one payable to any such purchaser of the RBesnif the valid claims of Landlord exceed the ami@f said deposit, Tenant shall remain
liable for the balance of such claims.

5. ADDITIONAL RENT:
(a) The following terms shall have the following anéngs with respect to the provisions of this Peapl 5:

(1) "Building Complex Rentable Area" shall meanralhtable space available for lease in the Build@iognplex, calculated on the basis set
forth in BOMA Publication #ANSIZ-65.1-1980. If theeiis a significant change in the aggregate Buildognplex Rentable Area, of a
permanent nature, as a result of an addition t@thleling Complex, partial destruction thereof an#ar circumstance, Landlord's
Accountants (as herein defined) shall determineraakle an appropriate adjustment to the provisi@nsih.

(2) "Tenant's Pro Rata Share" shall mean a fractiennumerator of which is the BOMA Rentable Aoéshe Premises (i.e. 10,207 square
feet) and the denominator of which is the Build®gmplex Rentable Area (i.e. 33,909 square feet) imequal to 30.10%. At such time, if
ever, any space is added to or subtracted frorRitbmises pursuant to the terms of this Lease, Terfaro Rata Share shall be increased or
decreased accordingly.

(3) "Operating Expenses" shall mean:

A. All operating expenses of any kind or natureckhére necessary, ordinary or customarily incuwik respect to the operation and
maintenance of the Building Complex as determimeacicordance with generally accepted accountingiplies and shall include, but not be
limited to:

(i) Costs of supplies, including but not limitedtte cost of "relamping” all Building lighting aset same may be required from time to time;

(i) Costs incurred in connection with obtainingdgeroviding energy for the Building Complex, incind but not limited to costs of propane,
butane, natural gas, steam, electricity, solarggnand fuel oils, coal or any other energy soussewell as costs for heating, ventilation, and
air conditioning services ("HVAC");

(iii) Costs of water and sanitary and storm draeagrvices;

(iv) Costs of janitorial and security servicesaiify;



(v) Costs of general maintenance and repairs, @megucosts under HVAC and other mechanical mainteaaontracts; and repairs and
replacements of equipment used in connection Wighmaintenance and repair work;

(vi) Costs of maintenance and replacement of laaquiag, sprinkler systems; and costs of suppliesnt@@ance, repair, striping and repaving
of parking areas, common areas, plazas and otbkas af the Building Complex, including trash andvememoval;

(vii) Insurance premiums, including fire and aBkicoverage, together with loss of rent endorsenpeittic liability insurance; and any other
insurance carried by Landlord on the Building Coaxpbr any component parts thereof;

(viii) Labor costs, including wages and other pagtsecosts to Landlord of workmen's compensatiahdisability insurance, payroll taxes,
welfare fringe benefits incurred directly in contien with the operation of the Building Complexdaall legal fees and other costs or
expenses incurred in resolving any labor disputes;

(ix) Professional building management fees notxtteed market rate management fees in the Bouldar ar

(x) Legal, accounting, inspection and other comgigh fees (including, without limitation, fees ¢had by consultants retained by Landlord
for services that are designed to produce a remtuati Operating Expenses or reasonably to imprbgeperation, maintenance or state of
repair of the Building Complex) incurred for thermal prudent operation of the Building Complex (hat those incurred in connection with
Landlord's business relationship or dealings watiants or prospective tenants);

(xi) The costs of capital improvements and struadtuepairs and replacements made in or to the Bigil@omplex or the cost of any
machinery or equipment installed in the Buildingh@dex in order to conform to changes, subsequethted.ease Commencement Date, in
any applicable laws, ordinances, rules, regulat@r@ders of any governmental or quasi-governmentdnority having jurisdiction over the
Building Complex (herein, "Required Capital Impravent"); and the costs of any capital improvementsstructural repairs and
replacements designed primarily to reduce Operd&imenses (herein, "Cost Savings Improvements'®.&penditures for Required Capital
Improvements and Cost Savings Improvements shahtm@tized and included within annual Operating &hges over the useful life of such
capital improvement or structural repair or reptaeat (as determined by Landlord's accountantsyjged that the amortized amount of any
Cost Savings Improvement shall be limited in angryte the reduction in Operating Expenses as dtribsuieof. Landlord shall apprise
Tenant of its plans to make any Required Capitairbmement or Cost Savings Improvement prior to cemeement of work on such
improvements. The foregoing shall not, however lyntpat Tenant has any right to approve of suchrowpments or be construed



require Tenant's consent to any such improvement;

(xii) All real property taxes and assessments (€Baand Assessments”) levied against the Buildingilex by any governmental or quasi-
governmental authority, including any taxes, assesss, surcharges, or service or other fees ofuagaot presently in effect which shall
hereafter be levied on the Building Complex assalteof the use, ownership or operation of the @ng Complex or for any other reason,
whether in lieu of or in addition to any currenalrestate taxes and assessments; provided, howeaeany taxes which shall be levied on the
rentals of the Building Complex shall be determiasdf the Building Complex were Landlord's onlpperty and provided further, that in no
event shall the term "Taxes and Assessments",ashesein, include any federal, state or local imedaxes levied or assessed on Landlord,
unless such taxes are a specific substitute fopreperty taxes; such term shall, however, inclgdess taxes on rentals and expenses inc

by Landlord for tax consultants and in contestimg amount or validity of any such Taxes or Assesgsn@ll of the foregoing are collectively
referred to herein as "Taxes"). "Assessments" éhallide any and all so-called special assessmigrgase tax, business license fee, business
license tax, commercial rental tax, levy, chargéagrimposed by any authority having the direct ppw tax, including any city, county, state
or federal government, or any school, agriculturghting, water, drainage or other improvemenspecial district thereof, against the
Premises, the Building or the Building Complexagainst any legal or equitable interest of Landtbetein. For the purposes of this Lease,
any special assessment shall be deemed payahleimamber of installments as is permitted by latether or not actually so paid. If the
Building Complex has not been fully assessed amgpteted project, for the purposes of computingRbal Estate Taxes for any adjustment
required herein, the same shall be increased bglbeadis Accountants, in accordance with their eaterof what the assessment will be, upon
full completion of the Building Complex, includingstallation of all tenant finish items. The terftaxes" and "assessments" as used herein
shall not include any interest, penalties or firesilting from delinquency in payments or othersesu

(xiii) Any other expense which under generally gted accounting principles would be consideredranabmaintenance or operating
expense. If Landlord selects an accrual accoutsis for calculating Operating Expenses, Operd&ixmenses shall be deemed to have beer
paid when such expenses have accrued in accordaticgenerally accepted accounting principles.

B. But shall expressly exclude Landlord's incomesa leasing commissions, advertising and promatierpenses; interest on debt or
amortization payments on any mortgages or deettsistf depreciation, costs of repairs or other waskasioned by fire, windstorm or other
casualty to the extent of insurance proceeds redeosts and expenditures which Landlord hasede@ir which Landlord should, in
accordance with U.S. Generally Accepted Accounirnigcipals treat), for its accounting purposesa aapital expenditure, other than
Required Capital Improvements and Cost Savingsdrgments referred to in Paragraph 5(a)(3)(xi) abaud any other expense which ur
generally accepted accounting principles wouldb®tonsidered a normal maintenance or operatingnmep except as otherwise specifically
provided herein



b. It is hereby agreed that Tenant shall pay tadlad as Additional Rent, commencing January 1,120@&nant's Pro Rata Share of the
amount by which Operating Expenses for the calepedar 2000 exceed the Operating Expenses for teada year 1999, payable monthly,
on the same date and at the same place Base Rayhilsle. In a like manner, Additional Rent shalladjusted as of each January 1st during
the Term. Landlord shall deliver to Tenant, as sa®practicable following the end of any calendzarya calculation of the Operating
Expenses for the calendar year just ended anddjhstenent in rent resulting from any excess of d0plerating Expenses over the Operating
Expenses for the base year of 1999 (the "Budgett3hé&ntil receipt of the Budget Sheet, Tenantlstantinue to pay its monthly Tenant's
Pro Rata Share of Operating Expenses based upa@amitient paid during the preceding calendar yeath&extent that the Budget Sheet
reflects Tenant's Pro Rata Share of Operating Esgeefor the new calendar year greater than the @inaatually paid to the date of receipt of
the Budget Sheet for the new calendar year, Testail pay such amount to Landlord within thirty Y8@wys of receipt of the Budget Sheet.
Upon receipt of the Budget Sheet, Tenant shalktfégr pay the amount of its monthly Tenant's PataFShare of Operating Expenses as set
forth in the Budget Sheet.

c. If the Lease term hereunder covers a periodssf than a full calendar year during the last cialegear of the term hereof, Tenant's Pro
Rata Share of Operating Expenses for such pad ghall be adjusted accordingly to reflect theiper of months in such year during wh
Tenant leased the Premises.

d. Tenant shall have the right at its own expemskad a reasonable time (after written notice todlard) within ninety (90) days after receipt
of the Budget Sheet to audit Landlord's books méto the Additional Rent due under this Parag&adbandlord shall fully cooperate with
Tenant in connection with such audit. In the evissiant does not audit Landlord's books and dethweresults thereof to Landlord within
said 90-day period, the terms and amounts set fiotthe Budget Sheet shall be deemed conclusivdiaaldand Tenant shall have no further
right to adjustment unless the failure to compiteh audit is caused by Landlord's failure to ptevor make available to Tenant the
information necessary to complete such audit, irckvibase such time period shall be appropriatepassed. In the event Tenant's
examination reveals that an error has been madandlord's determination of Tenant's Pro Rata Sbh@perating Expenses and Real Es
Taxes and Landlord agrees with such determinatiem the amount of such adjustment shall be payableandlord or Tenant, to the other
party as the case may be. In the event Tenantteiration reveals an error has been made in Landldetermination of Tenant's Pro Rata
Share of Operating Expenses and Real Estate Taxeéd4,andlord disagrees with the results thereafidlad shall have thirty (30) days to
obtain, at its own expense, an audit from an ademtrof its choice to determine Tenant's Pro Ratr&of Operating Expenses and Real
Estate Taxes. In the event Landlord's accountahif@nant's accountant are unable to reconcile #udits, both accountants shall mutually
agree upon a third accountant, whose determinafidenant's Pro Rata Share of Operating Expenskfaal Estate Taxes shall be
conclusive. In the event the amount of error bydlard is determined to be ten percent (10%) or mitves reasonable costs of the three audits
made pursuant to th



subparagraph shall be paid by Landlord. In the etrenamount of error by Landlord is determinethédess than ten percent (10%), the
reasonable costs of the three audits made purtu#is subparagraph shall be paid by Tenant.

e. Landlord's failure during the Lease term to pre@and deliver any statements or bills, or Lart#ofailure to make a demand under this
Paragraph or under any other provision of this eesksall not in any way be deemed to be a waiversrafause Landlord to forfeit or surren
its rights to collect any items of Additional Remliich may have become due pursuant to this Parahghapng the term of this Lease. Tena
liability for all Additional Rent due under this Raraph 5 shall survive the expiration or earkgntination of this Lease.

f. Notwithstanding anything in this paragraph 3he contrary, Tenant shall only be responsibleAfdditional Rent resulting from an increase
in Operating Expenses over Base Operating Expexmsaemencing on the first day of January, 2001, baseany increase or estimated
increase of Operating Expenses during the caleyetar2000 over those incurred during 1999. Theseadidjustments in the amount of any
Additional Rent shall occur as of the first dayeafch calendar year during the remaining InitianTand any Extended Term of this Lease.

6. CHARACTER OF OCCUPANCY:

(a) The Premises are to be occupied for officel@id manufacturing uses not inconsistent with ¢haracter and type of tenancy found in
comparable first-class office/light manufacturinglBings in the Boulder area and for no other psgwithout the prior written consent of
Landlord. By way of limitation, the term "light mafacturing uses" shall include only the packaging distribution of pharmaceutical
products and not the manufacture or testing ofrphaeutical products.

(b) Tenant shall not suffer nor permit the Premiszasany part thereof to be used in any mannerangthing to be done therein, nor suffer or
permit anything to be brought into or kept thergijch would in any way (i) make void or voidableydire or liability insurance policy then
in force with respect to the Building Complex, (iake unobtainable from reputable insurance conegamithorized to do business in
Colorado any fire insurance with extended coveragéability, boiler or other insurance requirexte furnished by Landlord under the terms
of any lease or mortgage to which this Lease isgiibate, at standard rates, (iii) cause or in L@k reasonable opinion be likely to cause
physical damage to the Building Complex or any paateof, (iv) constitute a public or private nuisa, (v) impair, in the reasonable opinion
of Landlord, the appearance, character or reputatidghe Building Complex, (vi) discharge objectdnte fumes, vapors or odors into the air
conditioning system or into any flues or vents designed to receive them or otherwise in such nraamsenay unreasonably offend other
occupants of the Building Complex, (vii) impairiaterfere with any of the Building Complex servie@smpair or interfere with or tend to
impair or interfere with the use of any of the atheeas of the Building Complex by, or occasiortadisfort, or annoyance to Landlord or any
of the other tenants or occupants of the Buildilngn@lex, any such impairment or interference to &seld upon the reasonable opinion of
Landlord, (viii) increase on an ongoil



periodic basis the pedestrian traffic in and outhef Premises or the Building Complex above anmnagilevel, (ix) create waste in, on or
around the Premises, Building, or Building Complex(x) make any noise or set up any vibration Wwhidll disturb other tenants, except in
the course of permitted repairs or alterationsnags$ permitted by Landlord.

(c) Tenant shall not use the Premises nor permihéng to be done in or about the Premises or BuilComplex in any way which will
conflict with any law, statute, ordinance, proteetcovenants affecting the Building Complex or goveental or quasi-governmental rules or
regulations now in force or which may hereafteebacted or promulgated. Tenant shall give promjitemarnotice to Landlord of any notice
it receives of the violation of any law or requiremh of any public authority with respect to therRises or the use or occupation thereof.
Landlord shall give prompt written notice to Tenahtiny notice it receives relative to the violatiny Tenant of any law or requirement of
any public authority with respect to the Premisethe use or occupation thereof.

7. SERVICES AND UTILITIES:

(a) Landlord agrees, and in accordance with staisdfaom time to time prevailing for first-class io#/light manufacturing buildings in the
Boulder area: (i) to furnish water to the Buildifog use in lavatories and drinking fountains (amdhte Premises if the plans for the Premises
so provide); (ii) to furnish heating and air comaliing service;

(iii) to furnish all gas and electric services maably required in and to the Premises, (iv) taighi such snow removal services to the
Building Complex as may, in the judgment of Landldoe reasonably required for safe access to tildiBy Complex, and (v) to provide a
pay for all reasonable and normal management aechtipg expenses of the Building and the Premisekiding trash removal (except
janitorial services and maintenance within the Rses).

(b) If Tenant requires water in excess of that lgdarnished or supplied for use in the Premisgg@aneral office space, Tenant shall first
procure the consent of Landlord for the use therBefiant agrees to pay to Landlord such amouritsiadlord determines are necessary to
cover the costs of such increased use of watdydimg, but not limited to, the cost of installatianonitoring, maintenance and repair of any
check meter or other instrument necessary to medkaruse of additional water. Landlord additionadiserves the right and at its option s
be entitled to cause the Premises to be separathred for water usage.

(c) Tenant agrees that Landlord shall not be liédndailure to supply any required services duramy period when Landlord uses reasonable
diligence to supply such services, or during armyogeLandlord is required to reduce or curtail sselvices pursuant to any applicable laws,
rules or regulations, now or hereafter in forcefbect, it being understood and agreed to by Tetr@itLandlord may discontinue, reduce or
curtail such services, or any of them, at suchdiagit may be necessary by reason of accidentailability of employees, repairs,
alterations, improvements, strikes, lockouts, riatts of God, application of applicable laws, gk, rules and regulations, or due to any
other happening beyond the reasonable control oélload. In the event of any such interruption, redhn or discontinuance of Landlort



services, Landlord shall not be liable for damagegsersons or property as a result thereof, ndf gieoccurrence of any such event in any
way be construed as an eviction of Tenant or caupermit an abatement, reduction or setoff of,renpperate to release Tenant from any of
Tenant's obligations hereunder, so long as sueficsesrare resumed within a reasonable period a.tim

(d) In the event that Tenant has any special oitiaddl electrical or mechanical requirements idéto its use of the Premises, any such
electrical or mechanical equipment must be locaiigin the Premises. Such electrical or mechaniealiirements, for the purposes hereof,
shall include by way of example, but not limitati@my internal telephone system. The foregoingl $mao way be construed as granting to
Tenant additional rights to use any such speciadditional electrical or mechanical equipment$Hremises without the prior written
consent of Landlord. Any additional cost or experedated to or resulting from such electrical orchrenical requirements shall be the sole
obligation of Tenant. Landlord acknowledges thatdreg occupies space in other locations, and tleaPtemises and the other locations will
be interconnected with telephone and computer @gsvHowever, such interconnection shall not ine@my electrical, mechanical or
telecommunication equipment located on the outsidie Building or within the Building other than the Premises or involve any structural
penetration or wiring within walls or roof of thauding or Premises, without the Landlord's priaitten consent.

(e) Tenant at its sole cost and expense shallga&d care of the Premises, ordinary wear and tampted, and keep the same free from v
at all times, and pay all charges for janitorialvgmes performed in the leased Premises durindgettme of this Lease.

8. QUIET ENJOYMENT: Subject to the provisions ofsthease, Landlord covenants that Tenant, on payiegent and performing the
covenants of this Lease on its part to be perforraieall and may peacefully and quietly have, hold anjoy the Premises for the term of this
Lease. Landlord shall not be responsible for the acomissions of any other tenant or third parych may interfere with Tenant's use and
enjoyment of the Premises. In the event of anysfearor transfers of Landlord's interest in thenfises or in the real property of which the
Premises are a part, other than a transfer forisggurposes only, the transferor shall be auticadly relieved of any and all obligations and
liabilities on the part of Landlord accruing fromdaafter the date of such transfer; provided thattitansferee agrees to accept and perform al
obligations and responsibibilities of Landlord untlés Lease from and after the date of transferagrees to accept and acknowledge all
rights of Tenant under this Lease from and afterdate of transfer.

9. MAINTENANCE AND REPAIRS:

(a) Notwithstanding any other provisions of thisake, Landlord shall repair and maintain in gooanrdondition and repair the roof,
foundations, and exterior walls of the Building kexting store fronts, glass windows, door closurgiaiss, door frames and locks, except to
the extent such maintenance and repairs are chyshe negligent act or omission of Tenant, itsnagieservants, employees, licensees or
invitees, in which case Tenant shall either, apjitson: (i) pay to Landlorc



on demand, the cost of such maintenance and rgpaiiermed by Landlord less the amount of any iasce proceeds received by Landlord
on account thereof, if applicable; or (ii) promptgpair and maintain the damage it has causectBtbmises, doing so in accordance with
building standards and in compliance with all Ideallding codes and governmental regulations art thie requirements of this Lease
dealing with alterations, maintenance and rephaadlord shall also maintain and keep in good opdalic portions of the Building
Complex, including but not limited to landscapim@lkways and parking areas.

(b) Tenant, at Tenant's sole cost and expenseé,mshadtain, in good order, condition and repaig Bremises, including the interior surfaces
of the ceilings, interior walls and floors, all depinterior and exterior glass and windows, sfopats, door closure devices, door frames and
locks, plumbing (excluding restrooms) and electngiging, switches, fixtures and other mechanitairis, and shall replace light bulbs within
the Premises as necessary. In the event Tenatdasb maintain the Premises in good order, cimmd#nd repair, ordinary wear and tear
excepted, Landlord shall give Tenant notice toutthsacts as are reasonably required to maintaiRtbeises. In the event Tenant fails to
promptly commence such work and diligently purgue completion, then Landlord shall have the righit shall not be required, to do such
acts and expend such funds at the expense of Tasame reasonably required to perform such wagkait shall reimburse Landlord for all
costs and expenses incurred in performing such wihin ten (10) days of invoice. Landlord shalvieano liability to Tenant for any
damage, inconvenience or interference with theofisiee Premises by Tenant as a result of perforraimgsuch work.

(c) Landlord and Tenant shall each do all actsireduo comply with all applicable laws, ordinancesgulations and rules of any public
authority relating to their respective maintenaobbgations as set forth herein.

10. ALTERATIONS AND ADDITIONS:

(a) Other than is provided for in Exhibit D, Tenahtll make no permanent alterations, additiorimprovements to the Premises or any part
thereof without obtaining the prior written conseht.andlord, which consent shall not be unreasbnaiihheld or delayed. Tenant shall
submit any such request to Landlord at least tli80) days prior to the proposed commencementafatech work. Landlord may impose, as
a condition to such consent, and at Tenant's &3l such reasonable requirements as Landlord &y checessary in its judgment, incluc
without limitation, the manner in which the workdene, a right of approval of the contractor by whihe work is to be performed and the
times during which the work is to be accomplishegaroval of all plans and specifications and trecprement of all licenses and permits.
Landlord shall be entitled to post notices on amoluathe Premises with respect to Landlord's nabillty for mechanics' Liens and Tenant
shall not permit such notices to be defaced or vnoTenant further agrees not to connect any appgrmachinery or device to the Build
systems, including electric wires, water pipeg fafety, heating and mechanical systems, witl@uptior written consent of Landlord.

(b) All alterations, improvements and additionshte Premises



including, by way of illustration but not by limtian, all counters, screens, grilles, special catojnwork, partitions, paneling, carpeting,
drapes or other window coverings and light fixtutast excluding any computer systems, telephoraher communication systems and
similar equipment, shall be deemed a part of takastate and the property of Landlord and shailia upon and be surrendered with the
Premises as a part thereof without molestatioydiance or injury at the end of the Lease ternetivr by lapse of time or otherwise. With
respect to any alterations, improvements and awiditmade to the Premises without Landlord's pridttem consent, Landlord, by notice
given to Tenant no later than fifteen

(15) days prior to the end of the term, may eledidve Tenant remove all or any of such alteratimngrovements or additions (excluding
non-movable office walls), and in such event, Tersdall promptly remove, at its sole cost and egpesuch alterations, improvements and
additions and restore the Premises to the conditiovhich the Premises were prior to the makinthefsame, reasonable wear and tear
excepted. Any such removal, whether required amgigzd by Landlord, shall be at Tenant's sole aost expense, and Tenant shall restore
the Premises to the condition in which the Premisex® prior to the making of the same, reasonakl@rand tear excepted. All movable
partitions, machines and equipment which are ilestah the Premises by or for Tenant, without exgeeto Landlord, and which can be
removed without structural damage to or defaceroktite Building or the Premises, and all furnitutenishings and other articles of
personal property owned by Tenant and locateddrPtiemises (all of which are herein called "Tesdntoperty") shall be and remain the
property of Tenant. If any of Tenant's Propertyeisioved, however, Tenant shall repair or pay ts abrepairing any damage to the
Building or the Premises resulting from such renho&H additions or improvements which are to bersndered with the Premises shall be
surrendered with the Premises, as a part theretifeand of the term or the earlier terminationhid Lease.

(c) If Landlord permits persons requested by Tet@perform any alterations, repairs, modificationsdditions to the Premises, then pric
the commencement of any such work, Tenant shalletaio Landlord certificates issued by insuranempanies qualified to do business in
the State of Colorado evidencing that workmen'sgmsation, public liability insurance and propafymage insurance, all in amounts, with
companies and on forms satisfactory to Landloreljmforce and maintained by all such contractois subcontractors engaged by Tenant to
perform such work. All such policies shall name dliand as an additional insured and shall provige the same may not be canceled or
modified without thirty

(30) days prior written notice to Landlord.

(d) Tenant, at its sole cost and expense, shaflecany permitted alterations, decorations, ingtaiia, additions or improvements in or about
the Premises to be performed in compliance witlagfllicable requirements of insurance bodies hajurngdiction, and in such manner as
to interfere with, delay, or impose any additioegapense upon Landlord in the construction, mainte@ar operation of the Building, and so
as to maintain harmonious labor relations in théddg.

11. ENTRY BY LANDLORD:

(a) Landlord and its agents shall have the riglartier the Premise



at all reasonable times and upon reasonable rfoti¢ke purpose of examining or inspecting the sa&meupply any services to be provided
by Landlord hereunder, to show the same to prosmeptirchasers and prospective tenants of the Bigilénd to make such alterations,
repairs, improvements or additions to the Prenmiséas the Building as Landlord may deem necessadesirable. Landlord and its agent r
enter the Premises at all times and without advantiee and without liability to Tenant for damagpsed by such entry, whether forced or
otherwise, for the purpose of responding to anaaiuapparent emergency. If, during the last 6@dd the term hereof, Tenant shall have
removed substantially all of its property from ®iemises, Landlord may immediately enter and alegvate and redecorate the Premises
without elimination or abatement of rent or incogiliability to Tenant for any compensation.

12. MECHANIC'S LIENS: Except to the extent of Laoidi's obligation to pay for tenant finish, as pdad for in Exhibit D, Tenant shall pay
or cause to be paid all costs for work done byrobehalf of Tenant or caused to be done by or dialbef Tenant on the Premises of a
character which will or may result in liens agaibandlord's interest in the Premises, Building ail@ing Complex and Tenant will keep the
Premises, Building and Building Complex free arghclof all mechanic's liens and other liens on aetof work done for or on behalf of
Tenant or persons claiming under Tenant. Excefitea@xtent of Landlord's obligation to pay for tenfinish, as provided for in Exhibit D,
Tenant hereby agrees to indemnify, defend and lsandlord harmless of and from all liability, loglamages, costs or expenses, including
reasonable attorneys' fees, incurred in conneetitinany claims of any nature whatsoever for woekfprmed for, or materials or supplies
furnished to Tenant, including lien claims of labia, materialmen or others. Should any such lienfildd or recorded against the Premises,
Building or Building Complex with respect to worbkik for or materials supplied to or on behalf ohdi® or should any action affecting the
title thereto be commenced, Tenant shall cause lrthto be released of record within five (5) slafter notice thereof pursuant to the m
provided therefore under Colorado statute. If Témi@sires to contest any such claim of lien, Teshatl nonetheless cause such lien to be
released of record by the posting of adequate ggaevith a court of competent jurisdiction as may firovided by Colorado's mechanics lien
statutes. If Tenant shall be in default in paying aharge for which such a mechanics lien or suibteclose such a lien has been recorded or
filed and shall not have caused the lien to beassld as aforesaid, after consulting with Tenamgdload may (but without being required to
do so) pay such lien or claim and any costs aswattherewith, and the amount so paid, togethdr meisonable attorneys' fees incurred in
connection therewith, shall be immediately due ffbamant to Landlord as Additional Rent.

13. DAMAGE TO PROPERTY, INJURY TO PERSONS:

(a) Tenant, as a material part of the consideratidre rendered to Landlord under this Lease, lyengtives all claims of liability that Tenant
or Tenant's legal representatives, successorsignasmay have against Landlord, and Tenant henelgmnifies and agrees to hold Landlord
harmless from any and all claims



liability for any injury or damage to any personpooperty whatsoever: (1) occurring in, on or altbetPremises or any part thereof; and (2)
occurring in, on or about the Building Complexthie extent such injury or damage is caused by ¢lgéigent act or omission of Tenant, its
agents, contractors, employees, licensees or @sifeenant further agrees to indemnify and to haltdlord harmless from and against any
and all claims arising from any breach or defaulthe performance of any obligation on Tenant's fgalbe performed under the terms of this
Lease, or arising from any act of negligence ofargnor any of its agents, contractors, employiassees or invitees. Such indemnities
shall include by way of example, but not limitati@tl costs, reasonable attorneys' fees, expemsekadilities incurred in or about any such
claim, action or proceeding.

(b) Landlord shall not be liable to Tenant for:gi)y damage by or from any act or negligence ofatenant or other occupant of the
Building Complex, or by any owner or occupant gfoating or contiguous property, or (ii) any injuoy damage to persons or property
resulting in whole or in part from the criminal mdties of others, unless Landlord has receivedi@cand timely knowledge of any threat,
occurrance or event which poses a risk of injurdamage to Tenant, unless Landlord has a legagpeautical remedy available to it to abate,
remedy or eliminate such risk, and unless Landhaslifailed to take reasonable steps to abate, searegliminate such risk. To the extent
covered by normal fire and extended coverage ims@ral enant agrees to pay for all damage to thieliagiComplex, as well as all damage
to persons or property of other tenants or occuptr@reof, caused by the misuse or negligent amtigsion of Tenant or any of its agents,
contractors, employees, licensees or invitees.

(c) Neither party nor their agents or employeedl fiedliable to the other party for the loss or daym to any property occurring by theft or
otherwise, nor for any injury or damage to persamngroperty resulting from fire, explosion, fallipdaster, steam, gas, electricity, water or
rain which may leak from any part of the Buildingr@plex or from the pipes, appliances or plumbingksdherein or from the roof, street or
subsurface or from any other place or resultingyfdampness, or any other cause whatsoever; prouidegever, nothing contained herein
shall be construed to relieve either party frorbility for any personal injury or property damagsulting from its negligence. Neither
Landlord nor its agents or employees shall bedidébt interference with the lights, view or othecaorporeal hereditaments, nor shall Land
be liable to Tenant or its officers, employees,sgsier invitees for any damages arising from atgnkadefect in the Premises or in the
Building or Building Complex unless resulting frdrandlord's negligence. Each party shall give pronggice to the other in case of fire or
accidents in or about the Premises or the Buildingf defects therein or in the fixtures or equipitiecated therein.

(d) In case any claim, demand, action or proceeimgade or brought against Landlord or Tenanfgents or employees, by reason of any
obligation on the other party's part to be perfatraeder the terms of this Lease, or arising fromaat or negligence of either party, its
agents or employees, or which gives rise to ejilaety's obligation to indemnify the other, the gathall be responsible for all costs and
expenses, including but not limited to reasonatiergeys' fees incurred in defending or prosecutibthe same, as applicab



(e) Landlord, as a material part of the consideratd be rendered to Tenant under this Lease, havalves all claims of liability that
Landlord or Landlord's legal representatives, ss®oes or assigns may have against Tenant and Ldritboeby indemnifies and agrees to
hold Tenant harmless from any and all claims dfiliy for any injury or damage to any person coperty whatsoever: (1) occurring in, or
about the Premises or any part thereof: and (2)raog in, on or about the Building Complex, to #dent such injury or damage is caused
by the negligent act or omission of Landlord, geats, contractors, or employees. Landlord furdiggees to indemnify and hold Tenant
harmless from and against any and all claims ayiBiomm any breach or default in the performancarof obligation on Landlord's part to be
performed under the terms of this Lease, or arifiimg any act of negligence of Landlord, or anytsfagents, contractors, or employees.
Such indemnities shall include by way of examplé, ot limitation, all costs, reasonable attornégss, expenses and liabilities incurred i
about any such claim, action or proceeding.

14. INSURANCE:

(a) Landlord agrees to carry and maintain the ¥alhg insurance during the term of this Lease andextension hereof: fire and extended
coverage and general public liability insuranceirgfaclaims for personal injury, including deathldaroperty damage in or about the
Premises and the Building or the Building Complexc{uding Tenant's Property), such insurance tim laenounts sufficient to provide
reasonable protection for the Building Complex.sinsurance may expressly exclude property paithyaenants or paid for by Landlord -
which tenants have reimbursed Landlord located itoastituting a part of the Building or the Buiddi Complex. Such insurance shall afford
coverage for damages resulting from (a) fire, @jlp covered by extended coverage insurance,@rekplosion of steam and pressure
boilers and similar apparatus located in the Bogddr the Building Complex. All such insurance sbal procured from a responsible
insurance company or companies authorized to doéssin Colorado and may be obtained by Landlgrdrmiorsement on its blanket
insurance policies.

(b) Tenant shall procure and maintain at its owst @b all times during the term of this Lease amglextensions hereof, hazard, fire and
extended coverage on Tenant's property and themrisnof the Premises, comprehensive general tiabikurance, including coverage for
bodily injury, property damage, personal injurypgucts, host liquor legal liability and broad foproperty damage with the following limits
of liability: One Million Dollars ($1,000,000.00reh occurrence combined single limit for bodilyuityj, property damage and personal inj
One Million Dollars ($1,000,000.00) aggregate fodly injury and property damage and for produibility. All such insurance shall be
procured from a responsible insurance company mpemies authorized to do business in Coloradoshatl be otherwise satisfactory to
Landlord. All such policies shall name Landlordamsadditional insured, and shall provide that e may not be canceled or materially
altered except upon thirty (30) days prior writtestice to Landlord. All insurance maintained by @&enshall be primary to any insurance
provided by Landlord. If Tenant obtains any genéadilility insurance policy on a clainmsade basis, Tenant shall provide continuous ligt
coverage for claims arising during the entire tefrthis Lease, regardless of wh



such claims are made, either by obtaining an eedwesat providing for an unlimited extended reporiiegiod in the event such policy is
canceled or not renewed for any reason whatsoev®r obtaining new coverage with a retroactive dagesame as or earlier than the
expiration date of the canceled or expired polimnant shall provide certificate(s) of such insgeato Landlord upon commencement of the
Lease term and at least thirty

(30) days prior to any annual renewal date theaedfupon request from time to time and such ceatiéi(s) shall disclose that such insurance
names Landlord as an additional insured, in addtiiothe other requirements set forth herein. Théd of such insurance shall not, under
circumstances, limit the liability of Tenant hereen.

(c) Each party agrees to use its best effortsdiuite in each of its policies insuring against Jalsmage or destruction by fire or other casi

a waiver of the insurer's right of subrogation agathe other party, or if such waiver should behiainable or unenforceable (i) an express
agreement that such policy shall not be invalidétéuk insured waives the right of recovery agharsy party responsible for a casualty
covered by the policy before the casualty; orgfiy other form of permission for the release ofdtieer party. If such waiver, agreement or
permission shall not be, or shall cease to bejmdttiée without additional charge or at all, theuresd party shall so notify the other party
promptly after learning thereof. In such casehé other party shall so elect and shall pay therers additional charge therefor, such waiver,
agreement or permission shall be included in thieyor the other party shall be named as an amit insured in the policy. Each such
policy which shall so name a party hereto as aitiaddl insured shall contain, if obtainable, agneats by the insurer that the policy will not
be canceled without at least thirty (30) days pmiatice to both insureds and that the act or ommissf one insured will not invalidate the
policy as to the other insured. Any failure by eitiparty, if named as an additional insured, préyrtptendorse to the order of the other party,
without recourse, any instrument for the paymemnhohey under or with respect to the policy of whilca other party is the owner or original
or primary insured, shall be deemed a default utidsiLease.

(d) Each party hereby releases the other party ieghect to any claim (including a claim for neglige) which it might otherwise have
against the other party for loss, damage or desbruwith respect to its property (including theilBing, Building Complex, the Premises and
rental value or business interruption) occurringriyithe term of this Lease to the extent to whidhk insured under a policy or policies
containing a waiver of subrogation or permissiorelease liability or naming the above party as@ditional insured as provided above.

15. DAMAGE OR DESTRUCTION TO BUILDING:

(@) In the event that the Premises or the Buildirgdamaged by fire or other insured casualty badhnisurance proceeds have been made
available therefor by the holder or holders of amyrtgages or deeds of trust covering the Buildihg,damage shall be repaired by and at the
expense of Landlord to the extent of such insurgmoeeeds are available therefor, provided suchirgand restoration can, in Landlord's
reasonable opinion, be made within one hundreyl fif60) days after the occurrence of such damatfeowt the payment of overtime



other premiums, and until such repairs and restoratre completed, the Base Rent shall be abatpbportion to the part of the Premises
which is unusable by Tenant in the conduct of itsibess, as may be reasonably determined by Lahdtit there shall be no abatement of
Base Rent by reason of any portion of the Prentises) unusable for a period equal to one day @) lésndlord agrees to notify Tenant
within forty-five (45) days after such casualtytiestimates that it will be unable to repair aadtore the Premises within said one hundred
fifty (150) day period. Such notice shall set faitte approximate length of time Landlord estimatékbe required to complete such repairs
and restoration. Notwithstanding anything to thetcary contained herein, if Landlord cannot orrasties it cannot make such repairs and
restoration within said one hundred fifty (150) gmriod or fails to do complete such repairs astoration within said 150-day period, then
Tenant may, by written notice to Landlord, canbéd t ease, provided such notice is given to Lartieithin fifteen (15) days after Landlord
notifies Tenant of the estimated time for completad such repairs and restoration, or within 15sdfayiowing the expiration of said 150-day
period, as the case may be. Notwithstanding theepiieg sentence, Tenant may not cancel this Leakerainabove stated if the damage to
the Premises or the Building is in whole or in fag result of the act, omission, fault or negliceenf Tenant, its agents, contractors,
employees, licensees or invitees. Except as prdvidéhis Paragraph 15, there shall be no abateofernt and no liability of Landlord by
reason of any injury to or interference with Tefsmbtisiness or property arising from the makingrof such repairs, alterations or
improvements in or to the Building, Premises otuirs, appurtenances and equipment. Tenant undesstaat Landlord will not carry
insurance of any kind on Tenant's Property, inclgdurniture and furnishings, or on any fixturesequipment removable by Tenant undet
provisions of this Lease, or any improvement isthin the Premises by or on behalf of Tenant,taatiLandlord shall not be obligated to
repair any damage thereto or replace the same.

(b) In case the Building throughout shall be sariefl or damaged, whether by fire or otherwise (@oilne Premises may not be affected,
affected, can be repaired within said 150 dayd)lthadlord, within sixty (60) days after the hapjpenof such injury, shall decide not to
reconstruct or rebuild the Building, then notwidreding anything contained herein to the contrapprunotice in writing to that effect given
by Landlord to Tenant within said sixty (60) dayenant shall pay the rent, properly apportionedougiate of such casualty, this Lease shall
terminate from the date of delivery of said writtestice, and both parties hereto shall be releasdddischarged from all further obligations
hereunder (except those obligations which expresslyive termination of the Lease term). A totadtdection of the Building shall
automatically terminate this Lease.

16. CONDEMNATION:

(a) If the whole of the Premises or so much theasdab render the balance unusable by Tenantégpribper conduct of its business (in the
reasonable opinion of Tenant) shall be taken updesrer of eminent domain or transferred under thiteaieof, then this Lease, at the option
of either Landlord or Tenant exercised by eithetypgiving notice to the other of such electionhirt thirty (30) days after such conveyance
or taking possession, whichever is earlier, sluathfvith cease and terminate and the rent shalubeapportioned as of the date of such
taking or



conveyance. No award for any partial or entireriglaf the real property and its fixtures which dgoge part of the real property under the
terms of this Lease shall be apportioned and Temengtby assigns to Landlord any award which mamaeée in such taking or condemnati
together with any and all rights of Tenant now erdafter arising in or to the same or any partetbemNotwithstanding the foregoing, Tenant
shall be entitled to seek, directly from the conderg authority, an award for its removable tradéufies, equipment and personal property
and relocation expenses, if any, to the extent laadd award is not diminished. In the event ofatipl taking which does not result in a
termination of this Lease, Base Rent and Additiddet and other obligations hereunder shall beagdiin proportion to the reduction in the
size of the Premises so taken and this Leaselshatiodified accordingly. Promptly after obtainingokvledge thereof, Landlord or Tenant, as
the case may be, shall notify the other of any pendr threatened condemnation or taking affectirggPremises or the Building.

(b) If all or any portion of the Premises shalldmexdemned or taken for governmental occupancy fionited period, this Lease shall not
terminate and Landlord shall be entitled to recéfveeentire amount of any such award or paymemettieas damages, rent or otherwise.
Tenant hereby assigns to Landlord any award whiah Ibe made in such temporary taking, together arhand all rights of Tenant now or
hereafter arising in or to the same or any partibie Tenant shall be entitled to receive an abategraf Base Rent and Additional Rent and
other rental obligations hereunder during the mkobtime possession is taken and in proportiothéoreduction in the size of the Premises so
taken.

17. ASSIGNMENT AND SUBLETTING:

(a) Except as expressly provided in this Paragahi enant shall not, voluntarity, involuntarily @herwise, sublet all or any portion of the
Premises or assign all or any portion of Tenaigtgs under this Lease or permit any part of thenises to be used or occupied by any
persons other than Tenant and its employees, aflr&nant permit any part of the Premises to k&l ws occupied by any licensee or
concessionaire or permit any persons other thaarfteits employees and invitees, to be upon thmBes. Tenant shall not voluntarily, by
operation of law, or otherwise, assign, transfegrmeumber this Lease or any interest herein ndesaob part with possession of all or any
of the Premises (any and all of which shall heréémde referred to as "Transfer") without Landlergrior written consent, which consent
shall not be unreasonably withheld or delayed.

Landlord shall be under no obligation to conserartg sublease, transfer or assignment if: (i) Teisatien in default of any term or conditi
of this Lease or (ii) any event has occurred whidith the giving of notice, the passage of timeboth would constitute a default hereunder.

No such sublease or assignment shall relieve Tefatst obligations hereunder, except as exprgzslyided for in this Paragraph 1

Any Transfer without the prior written consent aridlord shall constitute



default hereunder and shall be void AB INITIO ahdlsconfer no rights upon any third party, notwitmding Landlord's acceptance of rent
payments from any purported transferee.

Tenant may, without Landlord's consent being fiesfuired, assign this Lease or sublet all or amigpoof the Premises to a wholly owned
subsidiary of Tenant, to a corporate parent of fienaning a majority of the issued and outstandiognmon stock of Tenant, or to a
corporation the majority of whose stock is heldabgorporate parent of Tenant. No such assignmesuldetting shall relieve Tenant of its
obligations hereunder.

Landlord's consent to any requested assignmehif.ease or subletting of all or any part of tmerfises (other than those expressly
permitted in the preceding paragraph) shall beezuiltp the following conditions:

(1) such consent and resulting subletting or asségt shall not relieve Tenant of its primary obligas hereunder, including the obligation
for payment of all rents due hereunder;

(2) Should Tenant default of the payment of Remidditional Rent hereunder, Landlord, at its optaond from time to time, may collect the
rent from the subtenant or assignee, and applgehamount collected to the rent herein reservednb such collection shall be deemed an
acceptance by Landlord of the subtenant or assigadee tenant hereof, or a release of Tenant fuotiner performance of covenants on the
part of Tenant herein contained;

(3) any such subtenant or assignee shall be a egmgradther entity of good repute, engaged in arass or profession compatible with and
in keeping with the then standards of the Buildamgl financially capable of performing its obligaisowith respect to the Premises; and

(4) such subtenant or assignee shall assume aed tgperform all of Tenant's obligations undes théase insofar as they pertain to the s
so sublet or assigned.

(5) Tenant is not in default of any term or coratitof this Lease at the time it requests Landlardfssent.

(b) In the event of any Transfer of this Leaselboaany part of the Premises by Tenant withoutdlard's consent (other than those
expressly permitted above), Landlord in additiomany rights contained herein, shall have the fallgoptions at its reasonable discretion:

(1) To collect and receive the excess of rent dueehant from such sublessee or assignee overabe Bent due hereunder;

(2) To give Tenant written notice of Landlord'seintion to terminate this Lease on the date sudbenist given or on any later date specified
therein, whereupon, on the date specified in sutite, Tenant's right to possess



of the Premises shall cease and this Lease skeatitthon be terminated, except as to any uncompidétéghtions of Tenant; or

(3) To re-enter and take possession of the Preroisthe part thereof subject to such Transfer,targhforce all rights of Tenant, and receive
and collect all rents and other payments due taignn accordance with such sublet or assignniethieoPremises, or any part thereof, as if
Landlord was the sublettor or assignor, and to Hatever Tenant is permitted to do pursuant toghmg of such sublease or assignment.

(c) The sale of all or a majority of the stock @mint, or the sale of all or substantially alllaf fissets of Tenant shall constitute a Transfer fo
purposes of this Lease, unless such sale is temriiRed Transferee." A Permitted Transferee isemtty that (i) has a tangible net worth of
not less that $15,000,000, (ii) has cash or casivalgnts of not less than $5,000,000, (iii) whtstal liabilities to tangible net worth do not
exceed 1/5 to 1, and (iv) agrees in writing to hoerch of the provisions of this Lease. Withoutiting the generality of the foregoing and
notwithstanding any other provisions of this Leaseconsent shall be required for, and no deféualll ®ccur as a result of: (i) the transfer of
all or more than a majority of the capital stocklehant to any Permitted Transferee, or the tramgfall or substantially all of the assets of
Tenant to any Permitted Transferee, or (i) thégassent of this Lease to any Permitted Transferee bhecomes the holder of all or more

than a majority of the capital stock of Tenantlboasubstantially all of the assets of Tenant.

(d) At the time of making a request for Landlorebmsent to a Transfer and not less than thirty §a8@¥% prior to the proposed effective date

thereof, Tenant shall provide to Landlord suchiinfation as Landlord, its accountants and attorngyal] reasonably require with respect to
such proposed Transfer, including but not limitechiéme and address of the proposed transfereeijptiestof business operations, financial
information and certificate of corporate authoatyd good standing or partnership certificate, adicgble.

(e) Consent of Landlord to a Transfer shall naexa& Tenant from seeking consent to any subseduansfers.

(f) Subletting or assignments of a sublease byesgtts shall not be permitted under any circumsgarfeurther, no option to renew or extend
the term of this Lease or to lease additional sphemy, shall be exercisable by any subtenantetant obtains Landlord's consent to an
assigment of this Lease, the assignee shall bdegittd sublease and further assign this Leasd¢@agercise the Tenant's rights to renew or
extend the term of this Lease or to lease additigpace, all as provided herein and subject tadiras and conditions as herein prescribed.

(9) All subleases or assignments shall be in wgitind a copy thereof provided to Landlord within (&0) days of its effective date. All
subleases shall further contain an express provibiat in the event of any default by Tenant ingfagment of rent or additional rent due
hereunder and upon notice thereof to the Tenansabt&nant from Landlord, all rentals payable yghbtenant shall be paid directly to
Landlord, for the Tenant's account, until subsetjnetice from Landlord that suc



default has been cured. Notwithstanding the foregaieceipt by Landlord of rent directly from thégenant shall not be considered a waiver
of the default on the part of Tenant, nor an acueg of such subtenant.

18. ESTOPPEL CERTIFICATE: Landlord and Tenant aghe¢, at any time and from time to time, on ordpeffive (5) days after written
request by the other party, to execute, acknowleagedeliver to the requesting party and the reingeparty's lender or purchaser an
estoppel certificate certifying (to the extentalibves the same to be true) that this Lease isodified and in full force and effect (or if there
have been modifications, that the same is in fulté and effect as modified, and stating the mealiions), that there have been no defaults
thereunder by Landlord or Tenant (or if there hbgen defaults, setting forth the nature thereb8 date to which the rent and other charges
have been paid, if any, that Tenant claims no ptesgarge, lien, claim or offset against rent, gt is not prepaid for more than one month
in advance and such other matters as may be rdagaorquired by the requesting party, its lendemartgagee, or any potential purchaser of
the Building or Tenant's leasehold estate, it baitgnded that any such statement delivered putsaahis Paragraph may be relied upon by
any prospective purchaser of all or any portioharidlord's interest herein, or a holder of any age or deed of trust encumbering any
portion of the Building Complex or the leaseholthés of Tenant. Landlord's or Tenant's failuresfusal to deliver such statement within
such time shall be a default under this Lease. No$tanding the foregoing, in the event that Tertlrgs not execute the statement required
by this Paragraph within 10 business days of writegjuest, then, so long as such failure or dalaypt due to Tenant's refusal to include
additional matters that are not reasonable, ordfaesting party's refusal to permit disclosurd bgant of exceptions to such statement,
Tenant hereby grants to Landlord a power of atipompled with an interest to act as Tenant's rétpin fact for the purpose of executing
such statement or statements required by this RgrlagSuch power of attorney shall not grant Lartttbe right to execute a statement that
includes any matters that are not expressly covierdds Paragraph or that does not include angptions that may have been raised by
Tenant or of which Landlord is aware.

19. DEFAULT:
(a) The following events (herein referred to asarent of default") shall constitute a default bgn@nt hereunder;
(1) Tenant shall fail to pay when due any instalitnef Base Rent, Additional Rent or any other amsyayable hereunder;

(2) This Lease or the estate of Tenant hereundsk It transferred to or shall pass to or devolveruany other person or party in violation of
the provisions of this Lease;

(3) This Lease or the Premises or any part thesieall be taken upon execution or by other procé&snodirected against Tenant, or shall be
taken upon or subject to any attachment at thaest of any creditor or claimant against Tenard,said attachment shall not be discharged
or disposed awithin forty-five (45) days after the levy there:



(4) Tenant shall file a petition in bankruptcy nselvency or for reorganization or arrangement utige bankruptcy laws of the United States
or under any insolvency act of any state, or shalintarily take advantage of any such law or acabswer or otherwise, or shall be disso
or shall make an assignment for the benefit ofitves]

(5) Involuntary proceedings under any such banksufaw or insolvency act or for the dissolutionTahant shall be instituted against Ten
or a receiver or trustee shall be appointed abradlubstantially all of the property of Tenant, audh proceedings shall not be dismissed or
such receivership or trusteeship vacated withirtythi

(30) days after such institution or appointment;

(6) Tenant shall abandon or permanently vacat®tbemises for ten (10) consecutive days while imakin the payent of rent or additional
rent due hereunder;

(7) Tenant shall fail to perform any of the othgreements, terms, covenants or conditions here@emant's part to be performed, and such
nonperformance shall continue for a period of éfte

(15) days after notice thereof by Landlord to Teépprovided, however, that if Tenant cannot reabbneure such nonperformance within
fifteen (15) days, Tenant shall not be in defdiilt éommences cure within said fifteen

(15) days and diligently pursues the same to cotigplewith completion occurring in all instanceghin sixty (60) days;

(8) Tenant shall fail to obtain a release of anghamic's lien, as required herein;

(9) All or any part of the personal property of @ahis seized, subject to levy or attachment, moilaily repossessed or removed from the
Premises and Tenant is consequently unable to coitdlbusiness operations from the Premises.

(b) Upon the occurrence of an event of default,dlard shall have the right, at its election, thembany time thereafter and while any such
event of default shall continue, either:

(1) To give Tenant written notice of Landlord'seintion to terminate this Lease on the date sudkenis given or on any later date specified
herein, whereupon, on the date specified in suticeyorenant's right to possession of the Prensba#l cease and this Lease shall thereupon
be terminated; PROVIDED, HOWEVER, all of Tenantdigations, including, but not limited to, repaymer the Tenant Build-Out
Allowance paid by Landlord on behalf of Tenant panst to the terms of the Work Letter Agreement atext by Landlord and Tenant in the
form attached hereto as EXHIBIT D, with interesthat rate of 18% per annum, compounded annt



computed from the date(s) of payment by Landloutiissum with interest hereinafter referred to &s'tllowance Recovery") and the
amount of Base Rent and other obligations reservéds Lease for the balance of the term herdwd|l$mmediately be accelerated and due
and payable in the manner and to the extent prdvildearagraph 19(d), below.

(2) To reenter and take possession of the Premises or ahthpeeof and repossess the same as Landlord®efastate and expel Tenant
those claiming through or under Tenant, and rentbeeffects of both or either, using such forcesiach purposes as may be reasonably
necessary, without being liable for prosecutiomébé without being deemed guilty of any mannetre$pass and without prejudice to any
remedies for arrears of rent or preceding breadoeénants or conditions; PROVIDED, HOWEVER, anglsaction shall be in compliance
with the provisions of Article 40 of Title 13, Coldo Revised Statutes. Should Landlord elect &nter the Premises as provided in this
Paragraph 19(b)(2) or should Landlord take possessirsuant to legal proceedings or pursuant tonatige provided for by law, Landlord
may, from time to time, without terminating thisdse, relet the Premises or any part thereof, imload's or Tenant's name, but for the
account of Tenant, for such term or terms (whicly magreater or less than the period which woubhgtise have constituted the balance of
the term of this Lease) and on such conditionsugruh such other terms (which may include concessibrfree rent and alteration and repair
of the Premises) as Landlord, in its discretiony mketermine, and Landlord may collect and recdieerénts therefor. Landlord shall use
commercially reasonable efforts to relet the Premir any part thereof. No such re-entry or takiogsession of the Premises by Landlord
shall be construed as an election on Landlordstpaerminate this Lease unless a written notfcauch intention be given to Tenant. No
notice from Landlord hereunder or under a forcidaiéry and detainer statute or similar law shallstibute an election by Landlord to
terminate this Lease unless such notice specifisalistates. Landlord reserves the right followang such re-entry and/or reletting, to
exercise its right to terminate this Lease by gjvirenant such written notice, in which event, ttesise will terminate as specified in said
notice.

(c) In the event that Landlord does not elect toteate this Lease as permitted in Paragraph 1B(bgreof, but on the contrary, elects to !
possession as provided in Paragraph 19(b)(2), Teshall pay to Landlord (i) the rent and other saaserein provided, which would be
payable hereunder if such repossession had notredcylus (ii) the amount of the Allowance Recgvéess (iii) the net proceeds, if any, of
any reletting of the Premises after deducting alidlord's expenses in connection with such reggttircluding but without limitation, all
repossession costs, brokerage commissions, legahegs, reasonable attorneys' fees, expenses lfye®p alteration and repair costs and
expenses of preparation for such reletting. Idnnection with any reletting, the new lease textereds beyond the existing term, or the
premises covered thereby include other premisepardbf the Premises, a fair apportionment ofrémd received from such reletting and the
expenses incurred in connection therewith as peavaforesaid will be made in determining the netpeds from such reletting. Tenant shall
pay such rent and other sums to Landlord monthltherdays on which the rent would have been paysdreunder if possession had not t
retaken



(d) In the event this Lease is terminated purst@Raragraph 19(b)(1) hereof, Landlord shall béledtto recover forthwith against Tenant
damages for loss of the bargain and not as a peaaltaggregate sum which, at the time of suchitertion of this Lease, represents the
excess, if any, of the aggregate of the rent anotlar sums payable by Tenant hereunder that wiwaNe accrued for the balance of the term
over the aggregate rental value of the Premiseh (®ntal value to be computed on the basis ofi@antepaying not only a rent to Landlord for
the use and occupation of the Premises, but atdoather charges as are required to be paid byntemaer the terms of this Lease) for the
balance of such term, both discounted to preserthvat the rate of eight percent (8%) per annums gthe amount of the Allowance
Recovery. Alternatively, at Landlord's option, Tehahall pay to Landlord upon demand the amouth@fAllowance Recovery, and Tenant
shall remain liable to Landlord for damages in amant equal to the rent and other sums arisingruthdelLease for the balance of the term
had the Lease not been terminated, less the ne¢quls, if any, from any subsequent reletting, aléeiucting all expenses associated
therewith and as enumerated above. Landlord shathtitled to receipt of such amounts from Tenamtmly on the days on which such
sums would have otherwise been payable.

(e) Suit or suits for the recovery of the amoumd damages set forth above may be brought by Leshdimm time to time, at Landlord's
election and nothing herein shall be deemed toireduandlord to await the date whereon this Leashe term hereof would have expired
had there been no such default by Tenant or noteugtination, as the case may be.

(f) After an event of default by Tenant, Landloradyrsue for or otherwise collect all rents, issued @rofits payable under all subleases or
Premises including those past due and unpaid.

(g) After an event of default by Tenant, Landlordynwithout terminating this Lease, enter uponRhemises, with force if necessary without
being liable for prosecution of any claim for daresgwithout being deemed guilty of any manneredpgass and without prejudice to any
other remedies, and do whatever Tenant is obligateld under the terms of this Lease. Tenant adoeesmburse Landlord on demand for
any expenses which Landlord may incur in effectompliance with the Tenant's obligations under tieiase; further, Tenant agrees that
Landlord shall not be liable for any damages résyito Tenant from effecting compliance with Terngwobligations under this subparagraph
caused by the negligence of Landlord.

(h) No failure by Landlord to insist upon the stperformance of any agreement, term, covenanbodition hereof or to exercise any right
remedy consequent upon a breach thereof, and ept@cce of full or partial rent during the continoa of any such breach, shall constitute a
waiver of any such breach of such agreement, teorgnant or condition. No agreement, term, coveaanbndition hereof to be performed

or complied with by Tenant, and no breach thergtwd)l be waived, altered or modified except by teritinstrument executed by Landlord.
waiver of any breach shall affect or alter this deabut each and every agreement, term, covendrtcedition hereof shall continue in full
force and effect with respe



to any other then existing or subsequent breadkedfieNotwithstanding any unilateral terminationtiofs Lease, this Lease shall continue in
force and effect as to any provisions hereof whétuire observance or performance of Landlord orafié subsequent to termination.

(i) Nothing contained in this Paragraph shall limitprejudice the right of Landlord to prove andaib as liquidated damages in any
bankruptcy, insolvency, receivership, reorganizatio dissolution proceeding, an amount equal tarthgimum allowed by any statute or r
of law governing such proceeding and in effechatttme when such damages are to be proved, whetimat such amount be greater, equal
to or less than the amounts recoverable, eithdaasges or rent, referred to in any of the pregediovisions of this Paragraph.

()) Any rents or other amounts owing to Landlordeasder which are not paid within ten (10) daythefdate they are due, shall thereafter
bear interest from the due date at the rate otegghpercent (18%) per annum ("Interest Rate") patd. Similarly, any amounts paid by
Landlord to cure any default of Tenant or to paerf@ny obligation of Tenant, shall, if not repaidthg Tenant within five (5) days of demand
by Landlord, thereafter bear interest from the ghatid by Landlord at the Interest Rate until psidaddition to the foregoing, Tenant shall

to Landlord whenever any Base Rent, Additional Rergny other sums due hereunder remain unpaid thareten (10) days after the due
date thereof, a late charge equal to five perc& (of the amount due.

(k) Each right and remedy provided for in this Leeahall be cumulative and shall be in additionverg other right or remedy provided for in
this Lease now or hereafter existing at law orgniy or of statute or otherwise, including, but himited to, suits for injunctive or

declaratory relief and specific performance. Thereise or commencement of the exercise by eithgy phany one or more of the rights or
remedies provided for in this Lease now or herea&fkésting at law or in equity or by statute orerthise shall not preclude the simultaneous
or subsequent exercise by said party of any athér rights or remedies provided for in this Leasenow or hereafter existing at law or in
equity or by statute or otherwise. All costs inedrby either party in connection with collectinggamounts and damages owing by the other
party pursuant to the provisions of this Leaseartforce any provision of this Lease, includingway of example, but not limitation,
reasonable attorneys' fees from the date any sattemis turned over to an attorney, shall alsodgeverable by the prevailing party.
Landlord and Tenant agree that any action or paingearising out of this Lease shall be heard gt sitting without a jury and thus
hereby waive all rights to a trial by jury.

20. COMPLETION OF PREMISES:

(a) Landlord and Tenant have yet to agree on whiche parties is to be responsible for constructbthe tenant improvements to the
Premises as more fully set forth in the work leftévork Letter") attached hereto and incorporateceim as EXHIBIT D.

(1) Should Tenant be the Contracting Party, asddfin Exhibit D, the "Commencement Date" as usdih, and the obligation of Tenant



commence the payment of rent and additional rergumaler, shall be March 1, 2000, subject only éodéferral of such date by the numbe
days, if any, which Landlord fails or refuses t@agve plans, specifications, contractors, bondgjriznce coverages, or the like, beyond the
number of day alloted for such approvals in ExHihit

(2) Should Landlord be the Contracting Party, d&ndd in Exhibit D, the "Commencement Date" as useckin, and the obligation of Tenant
to commence the payment of rent and additionalliergunder, shall be March 1, 2000, subject onthé¢odeferral of such date as a result of
delays in construction of the tenant improvememés tvere within Landlord's control. Matters withiandlord's control shall include delays
caused by the contractor constructing such impraves) but shall not include delays resulting frowtacted negotiations of the terms of
this Lease or delays caused by Tenant's reviedaosmnd specifications or in negotiating costgjaays by the City of Boulder in issuing
permits. If there are delays within Landlord's cohtthe Commencement Date shall be deferred bejardh 1, 2000, by the number of d:
of delay caused by Landlord.

(b) Other than as set forth in the Work Letter, dland shall have no obligation for the completidritee Premises, and Tenant shall accep
Premises in its "as is" condition on the CommencerDate.

(c) Subsequent to the Commencement Date, Landiaitirsot have any obligation for the repair or es@ment of any portions of the interior
of the Premises, including, but not limited to,peting, draperies, window coverings, wall coveringpainting, which are damaged or wear
out during the term hereof, regardless of the ctumefor, except as may otherwise be specifichyforth in this Lease.

(d) If Landlord is the Contracting Party, and ifrieait wishes to complete improvements to the interfithe Premises prior to the
Commencement Date, Tenant may do so, at Tenai#'sislo and with no obligation to pay rent providédt (i) Tenant has delivered to
Landlord written evidence that Tenant's insurartdéyations under Paragraph 14 hereof are then (ifjetuch entry and work do not
unreasonably interfere in any way with the perfanoeof Landlord's work or other workers in and atibe Building, and (iii) such entry and
work comply in all respects with the provisiongtlos Lease. At any time during such period of earyry, if Landlord notifies Tenant that
Tenant's entry or work is interfering with or delaythe performance of work to be performed by Uardlor other workers in and about the
Building, or causing any disruption whatsoever, drrshall forthwith discontinue any further worldashall vacate the Premises, and shall
cause its workmen or contractors to remove themefany equipment, materials or installations whioh the subject of Landlord's notice.

21. REMOVAL OF TENANT'S PROPERTY: All movable futnre and personal effects of Tenant not removen tflte Premises upon the
vacation or abandonment thereof coupled with ngmeant of Base Rent or upon the termination of ti@ase for any cause whatsoever shall
conclusively be deemed to have been abandoned apdhenappropriated, sold, stored, destroyed omrwibe disposed of by Landlord
without notice to Tenant and without obligatioraitcount therefor, and Tenant shall reimburse Laddhr all expenses incurred in
connection with the disposition of such prope



22. HOLDING OVER: Should Tenant, with Landlord'sittén consent, hold over after the terminationhi . ease and continue to pay rent,
Tenant shall become a tenant from month to moniyr gwon each and all of the terms herein providedhay be applicable to such month to
month tenancy and any such holding over shall anstitute an extension of this Lease. During suatihg over, Tenant shall pay monthly
rent equal to the last monthly rental rate andother monetary charges as provided herein. Suemtgrshall continue until terminated by
Landlord, as provided by law, or until Tenant slwale given to Landlord at least thirty (30) day#ten notice prior to the last day of the
calendar month intended as the date of terminaticGuch month to month tenancy.

23. PARKING AND COMMON AREAS: Tenant shall have then-exclusive use of parking areas within the @indg Complex. Landlord
shall have the right, without obligation, and fréime to time, to change the number, size, locasbape and arrangement of parking areas
and other common areas, restrict parking of tenantiseir guests to designated areas, designadepar handicap loading areas, and to
change the level or grade of parking; PROVIDED, HENER, that Landlord shall at all times during themh of this Lease maintain a
parking ratio of 1 parking space per 400 squaredeeentable floor space, considering all parkapgces available and all rentable square
footage in the Building Complex and in the comp&2905, 2945, and 2995 Center Green Court Souttef as otherwise specifically
provided herein, all access roads, courtyardsodmel areas, facilities or improvements furnishgd éndlord are for the general and
nonexclusive use in common of all tenants of thidihg, and those persons invited upon the lanchupbich the Building is situated and
shall be subject to the exclusive control and mamamt of Landlord, and Landlord shall have thetriglithout obligation to establish,
modify and enforce such rules and regulations wthiehLandlord may deem reasonable and/or neceddalgss as otherwise provided,
Tenant's use of the parking area, as herein gét &hrall be in common with other tenants of thdddng and any other parties permitted by
Landlord to use the parking area. The parking sidifgrein granted shall not be deemed a lease allibghconstrued as a license granted by
Landlord to Tenant for the term of this Lease.

24. SURRENDER AND NOTICE: Upon the expiration orlies termination of this Lease, Tenant shall prayguit and surrender to
Landlord the Premises broom clean, in good orddrcamdition, ordinary wear and tear and loss by dir other casualty excepted, and Tel
shall remove all of its movable furniture and oth#fects and such alterations, additions and imgmmants as Landlord shall require Tenant to
remove pursuant to Paragraph 10 hereof. In thet&esrant fails to so vacate the Premises on ayiimesis as required, Tenant shall be
responsible to Landlord for all costs and damaigetyding, but not limited to, any amounts requitede paid to third parties who were to
have occupied the Premises, incurred by Landlomlrasult of such failure, plus interest thereothatinterest Rate on all amounts not paid
by Tenant within five (5) days of demand, untilgbai full.

25. ACCEPTANCE OF PREMISES BY TENANT: Taking possiea of the Premises by Tenant shall be conclusiigence as against
Tenant that the Premises were in the conditioneaijupon between Landlord and Tenant, and acknowledgof satisfactory completion of
the fix-up work which Landlord has agreed in writing



perform, except as otherwise set forth herein.
26. SUBORDINATION AND ATTORNMENT:

(a) This Lease, and all rights of Tenant hereuraierand shall be subject and subordinate in sflaets to all deeds of trust, mortgages and
building loan agreements, including leasehold nagy&s and building loan agreements, which may nokemafter affect the Building or the
Building Complex, whether or not such deeds ofttausnortgages shall also cover other lands odingk, to each and every advance made
or hereafter to be made under such deeds of trusbgages, and to all renewals, modificationplaeements and extensions of such deeds
of trust and mortgages. The provisions of this §aah shall be self-operative and no further imetnt of subordination shall be required.
However, in confirmation of such subordination, @enhshall promptly execute and deliver to Landi@dsuch other party so designated by
Landlord) at Tenant's own cost and expense, witfieen (15) days after request from Landlord astrimment, in recordable form if required,
that Landlord or the holder of any such deed dftton mortgage or any of their respective succedsdnterest or assigns may request
evidencing such subordination. Failure by Tenamoimply with the requirements of this Paragraphl &feaa default hereunder.
Notwithstanding the foregoing, in the event thandi fails to execute such documents as may béregigo confirm the subordination ¢

forth in this Paragraph, then, so long as suchifibr delay is not due to Tenant's refusal to @eedocuuments that contain unreasonable
terms or conditions beyond what is required by Basagraph, or the requesting party's refusaldegaeasonable changes to such docun
that will not diminish the subordination grantedthis Paragraph, Tenant hereby grants to LandIgralnger of attorney coupled with an
interest to act as Tenant's attorney in fact fergbrposes of executing such documents. Such pafvedtorney shall not grant Landlord the
right to execute documets that grant rights or isgpobligations beyond the subordination coveratigmParagraph. The deeds of trust or
mortgages to which this Lease is, at the time reéeto, subject and subordinate are hereinafteetoms called "superior deeds of trust" or
"superior mortgages". The beneficiary of a supedimed of trust or superior mortgage or their susmessin interest or assigns are hereinafter
sometimes collectively referred to as a "superantyd. The subordination provided by this Secti@nshall be subject to the provision that,
and any subordination entered into by Tenant #fiedate of this Lease must contain a d@turbance agreement in the form then being

by such superior party for such purposes, providliag, in any case, Tenant, notwithstanding sublolination or a default by Landlord,
shall be entitled to remain in possession of tlefses in accordance with the terms of this Leased long as Tenant shall not be in default
of any term, condition or covenant of this Leasartirer, Tenant shall attorn to such superior party.

(b) Tenant shall take no steps to terminate thaskewithout giving written notice to such supeparty, and a reasonable opportunity to cure
(without such superior party being obligated toejuany default on the part of Landlord under théase, provided Tenant shall be obliged to
notify only such superior parties of which Tenaas lactual knowledge by virtue of a prior writtemmeounication from Landlord or such
superior party



(c) If, in connection with the procurement, contition or renewal of any financing for which the Bling or the Building Complex represei
collateral in whole or in part, a lender shall regiureasonable modifications of this Lease as ditton of such financing, Tenant will not
unreasonably withhold its consent thereto provitdhed such modifications do not increase the obbigatof Tenant under this Lease or
adversely affect any rights of Tenant or decrehebligations of Landlord under this Lease.

27. PAYMENTS AFTER TERMINATION: No payments of mgnby Tenant to Landlord after the termination aéthease, in any manner,
or after giving of any notice (other than a deméorcpayment of money) by Landlord to Tenant, shailhstate, continue or extend the term of
this Lease or affect any notice given to Tenardrpo the payment of such money, it being agreatlafier the service of notice of the
commencement of a suit or other final judgment gngnLandlord possession of the Premises, Landioagl receive and collect any sums of
rent due, or any other sums of money due undetetings of this Lease or otherwise exercise its sigimnd remedies hereunder. The payme
such sums of money, whether as rent or otherwhedl, 30t waive said notice or in any manner affaty pending suit or judgment theretofore
obtained.

28. AUTHORITIES FOR ACTION AND NOTICE:

(a) Except as otherwise provided herein, Landloay nfor any matter pertaining to this Lease, acabg through its building manager or any
other person designated in writing from time togim

(b) All notices or demands required or permittetbéogiven to Landlord hereunder shall be in writiagd shall be deemed duly served when
received, if hand delivered, or five (5) days afteposited in the United States mail, with propestage prepaid, certified or registered, return
receipt requested, addressed to Landlord in carast & Company, 525 Canyon Boulevard, Bouldero@ado 80302, with a copy to Joel C.
Davis, Dietze and Davis, P.C., 2060 Broadway, SAM@ Boulder, Colorado 80302. All notices or dedsarequired to be given to Tenant
hereunder shall be in writing, and shall be deethdy served when received, if hand delivered, ve {5) days after deposited in the United
States mail, with proper postage prepaid, certifietegistered, return receipt requested, addrass€dnant as follows:

Gilead Sciences, Inc. 333 Lakeside Drive Fostey, @A 94404 ATTN: General Counsel

Either party shall have the right to designate iitimg, served as above provided, a different aslte which notice is to be provided. The
foregoing shall in no event prohibit notice fromrgegiven as provided in Rule 4 of the Coloradod?ubf Civil Procedure, as the same may
be amended from time to time.

29. LIABILITY OF LANDLORD: Landlord's liability uner this Lease shall be limited



Landlord's estate and interest in the Buildingt¢othe proceeds thereof) and no other propertytterassets of Landlord shall be subject to
levy, execution or other enforcement procedurelersatisfaction of Tenant's remedies under or wigpect to this Lease, the relationship of
Landlord and Tenant hereunder or Tenant's use ecupancy of the Premises. Nothing contained inRaisagraph shall be construed to
permit Tenant to offset against rents due a suocdssdlord, a judgment (or other judicial procesgjuiring the payment of money by reason
of any default of a prior landlord, except as otfise specifically set forth herein.

30. BROKERAGE: Landlord and Tenant represent andamato each other that they have dealt only WiRESA Partners and Key,
Whiteside & Hart and Hast and Company ("Brokers")hie negotiation of this Lease. Landlord shall empyment of the brokerage fee due
to the Brokers pursuant to and in accordance watidlord's separate agreement with Keys, Whitesitha& and Hast and Company. In the
event that any of Landlord's or Tenant's represemsand warranties made in this Paragraph 3@tisie at any time in any respect, each
party hereby agrees to indemnify and hold the thercharmless of and from any and all loss, caktsjages or expenses (including, without
limitation, all reasonable attorneys' fees andutisbments) by reason of any claim of or liabildyany other broker or person claiming
through the representing party arising out of czannection with the negotiation, execution andvaey of this Lease. Additionally, Tenant
acknowledges and agrees that Landlord shall haxabligation for payment of any brokerage fee orikincompensation to any person with
whom Tenant has dealt or may in the future dedl vaspect to leasing of any additional or expansjmarce in the Building or renewals or
extensions of this Lease, except as may be provwgidcindlord's separate written agreement. In emeany claim shall be made against
either party by any other broker who shall clainmh&we negotiated this Lease on behalf of the qibgy or to have introduced the other party
to the Building or to the other party, the partyondllegedly engaged such broker shall be liabl@é&yment of all reasonable attorneys' fees,
costs and expenses incurred by the other partgfending against the same, and in the event suitebshall be successful in any such
action, the party who allegedly engaged such brskall, in addition, make payment to such broker.

31. TAXES:

(&) Tenant shall be liable for and shall pay asti¢an

(10) days before delinquency and Tenant herebyeagreindemnify and hold Landlord harmless from agdinst any liability in connection
with, all taxes levied against any personal propéittures, machinery, equipment, apparatus, systend appurtenances placed by or on
behalf of Tenant in or about or utilized by Tenamtupon or in connection with the Premises ("Equaémt Taxes"). If any Equipment Taxes
are levied against Landlord or Landlord's propertif the assessed value of Landlord's properigdseased by the inclusion therein of a v.
placed upon such personal property, fixtures, nmeafliequipment, apparatus, systems or appurtenanhdemnant, and if Landlord, after
written notice to Tenant, pays the Equipment Taxasxes based upon such an increased assessrhitt pandlord shall have the right to
do regardless of the validity of such levy, but @ngroper protest if requested by Tenant prioutthgpayment and if payment under protest is
permissible), Tenant shall pay to Landlord upon aet as Additional Rent hereunder, the taxes sedeagains



Landlord or the proportion of such taxes resulfiiogn such increase in the assessment; providedeveywthat in any such event, Tenant ¢
have the right, on behalf of Landlord and with Limnd's full cooperation, but at no cost to Landldalbring suit in any court of competent
jurisdiction to recover the amount of any suchgexpaid under protest, and any amount so recosr@tibelong to Tenant (provided Ten
has previously paid such amount to Landlord). Ntitstanding the foregoing to the contrary, Tenaatlstooperate with Landlord to the
extent reasonably necessary to cause the fixtiuiesshings, equipment and other personal propgertye assessed and billed separately from
the real property of which the Premises form a,@artl Landlord shall use reasonable efforts td tit@ther Tenants on the same basis.

(b) Tenant shall pay to Landlord, as Additional Ramy excise, sales, privilege or other tax, assest or other charge (other than income or
franchise taxes) imposed, assessed or levied bgasrnmental or quasi-governmental authority @amag upon Landlord on account of this
Lease, the rent or other payments made by Tenastih@er, any other benefit received by Landlora&theder, Landlord's business as a lessor
hereunder, or other in respect of or as a resuli@hgreement or relationship of Landlord and fiehareunder.

32. RIGHTS RESERVED TO LANDLORD:

(a) Landlord shall have the following rights withidiability to Tenant for damage or injury to prape person or business (all claims for
damage being hereby waived and released), andwtigffecting an eviction or disturbance of Tenangs or possession of the Premises or
giving rise to any claim for setoffs or abatemeftemt:

(1) To enter the Premises as more fully providethis Lease.
(2) To install and maintain signs on the exteribthe Building in accordance with the terms of thease.

(3) To decorate, remodel, repair, alter or otheevpigepare the Premises for reoccupancy duringasiesix (6) months of the term hereof if,
during or prior to such time, Tenant has vacated®temises, or at any time after Tenant abandenBrémises.

(4) To have access to all mail chutes accordirtheaules of the United States Postal Service.
(5) To do or permit to be done any work in or althet exterior of the Building or any adjacent oary building, land, street or alley.

(6) To grant to anyone the exclusive right to cartdiny business or render any service in the Bugldprovided such exclusive right shall not
operate to interfere with Tenant's quiet enjoyntdrihe Premises as granted in t



Lease.

33. FORCE MAJEURE CLAUSE: Wherever there is prodidethis Lease a time limitation for performangelandlord or Tenant of any
obligation including, but not limited to, obligatis related to construction, repair, maintenancgeorice, but excluding the payment by Te!
of any regularly scheduled installment of rent dditional rent payable hereunder, the time provitedhall be extended for as long as an
the extent that delay in compliance with such lati@n is due to an act of God, governmental cortradther factors beyond the reasonable
control of the party to so perform.

34. SIGNAGE:

(a) No sign, advertisement or notice shall be ibstt, painted or affixed on any part of the insiddeutside of the Building unless of such
color, size and style and in such place upon therBuilding as shall (i) comply with all applicabtovenants, conditions, and restrictions
applicable to the Building and the rules and regjutas of any local authority with jurisdiction ovtire Building, and (ii) be approved in
writing by Landlord, which approval shall not bereasonably withheld. Landlord shall have the rightemove all nonpermitted signs
without notice to Tenant and at the expense of fiena

35. ATTORNEYS' FEES: In the event of any disputeebader, or any default in the performance of amgntor condition of this Lease, the
prevailing party shall be entitled to recover albts and expenses associated therewith includaspnable attorneys' fees.

36. BANKRUPTCY OR INSOLVENCY: If the Tenant becomeeslebtor under Chapter 7 of the United States Bgméy Code, or in the
event that a petition for reorganization or adjuestirof debts is filed concerning the Tenant undeayer 11 or Chapter 13 of the Bankruptcy
Code, or a proceeding filed under Chapter 7 issfeared to Chapter 11 or 13, the Trustee or thafgmas Debtor-in-Possession, shall be
deemed to have rejected this Lease. No electidhdyrustee or Debtor-in-Possession to assumédlaise shall be effective unless each of
the following conditions, which Landlord and Tenaeteby acknowledge to be commercially reasonalilea context of a bankruptcy
proceeding, has been satisfied, and the Landlsgbacknowledged in writing:

(a) The Trustee or Debtor-in-Possession has cordtgs provided the Landlord "adequate assuramasetig€reinafter defined) that from the
date of such assumption, the Trustee or Debtomess€ssion will promptly cure all monetary and namstary defaults under this Lease.

(b) The Trustee or Debtor-in-Possession has conapamsor has provided to the Landlord adequaterasse that within ten (10) days of the
date of assumption, the Landlord will be comperdsdta any pecuniary loss incurred by the Landlarding from default of the Tenant, the
Trustee or the Debt-in-Possession as recited in the Landlord's writteterstant of pecuniary loss sent to the Trustee otdd-in-Possessior



(c) The Trustee or Debtor-in-Possession has pravide Landlord with adequate assurance of futurtopaance of each of the Tenant's, the
Trustee's, or Debtor-in-Possession's obligatiomeuthis Lease; provided, however, that:

(1) The Trustee or Debtor-in-Possession shall dégmsit with the Landlord, as security for the fiyqgayment of rent and other sums due
hereunder, an amount equal to three months Base Autfitional Rent and other monetary charges angrunder this Lease; and

(2) The obligations imposed upon the Trustee ort@ein-Possession shall continue with respect éoftenant or any assignee of this Lease
after the completion of the bankruptcy proceedings.

(d) For purposes of this Paragraph, Landlord anthiitacknowledge that, in the context of the bapicyproceeding of the Tenant,
"adequate assurance" shall mean:

(1) The Trustee or Debtor-in-Possession will cargito have sufficient unencumbered assets aftgraiment of all secured obligations and
administrative expenses to assure the Landlordhleatrustee or Debtor-in-Possession will haveicieffit funds to fulfill all of the
obligations of Tenant under this Lease, or

(2) The Bankruptcy Court shall have entered anrosdgregating sufficient cash payable to the Lamilland the Trustee or Debtor-in-
Possession shall have granted to the Landlordid aatl perfected first lien and security interestnmrtgage in property of the Tenant, the
Trustee or Debtor-in-Possession, acceptable aalte and kind to the Landlord, in order to secorthé Landlord the obligation of the
Tenant, Trustee or Debtor-in-Possession to curenthreetary or non-monetary defaults under the Leatden the time period set forth above.

(e) The following conditions shall apply to anyigssnent of this Lease in Bankruptcy Proceedings:

(1) If the Trustee or Debtor-in-Possession hasmasslthis Lease and elects to assign the Leaseytother person, such interest or estate of
Tenant in this Lease may be so assigned only iL&mellord has acknowledged in writing that the muked assignee can provide to the
Landlord "adequate assurance of future performaashereinafter defined) of all of the terms, eams and conditions of this Lease to be
performed by the Tenant.

(2) For the purposes of this provision, Landlord &enant acknowledge that, in the context of a hatky proceeding, "adequate assurance
of future performance” shall mean that each ofdfiewing conditions has been satisfied or exceeded the Landlord has so acknowledged
in writing:

A. The proposed assignee has submitted a ctL



financial statement audited by a Certified Publazduntant which shows the net worth and workingtahpnd amounts determined by
Landlord to be sufficient to assure the future periance by such assignee of all of Tenant's oliigatunder this Lease, or, if such financial
statements are deemed by the Landlord to be icserffi that;

B. The proposed assignee shall have obtained geasim form and substance satisfactory to the loattdrom one or more persons who
satisfy the Landlord's standards of creditworthsnesd

C. The Landlord has obtained all consents or waifrem any third party required under any leasetgage, financing arrangements or other
agreement by which the Landlord is bound, in otdgyermit the Landlord to consent to such assigimen

37. MISCELLANEOQOUS:

(a) The rules and regulations attached hereto &$lBX E, as well as such rules and regulations ag hereafter be adopted by Landlord for
the safety, care and cleanliness of the Premise®Building and the Building Complex and the preaton of good order thereon, are hereby
expressly made a part hereof, and Tenant agredsetoall such rules and regulations. The violatbany of such rules and regulations by
Tenant shall be deemed a breach of this Lease hgntaffording Landlord all the remedies set fdrénein. Landlord shall not be responsible
to Tenant for the nonperformance by any other teaanccupant of the Building of any of said ruéexl regulations.

(b) The term "Landlord" as used in this Leaseas@b covenants or obligations on the part of Lemddhre concerned, shall be limited to
and include only the owner or owners of the Buiddat the time in question, and in the event of magsfer or transfers of the title thereto,
Landlord herein named (and in the case of any sules# transfers or conveyances, the then grartiaf) Ise automatically released from and
after the date of such transfer or conveyancel dibaility in respect to the performance of anyweaants or obligations on the part of
Landlord contained in this Lease thereafter to éfopmed and relating to events occurring theregfvided that the transferee has
expressly agreed in writing to assume all obligatiof Landlord under this Lease; provided that fammgs in the hands of Landlord or the tl
grantor at the time of such transfer in which Teres an interest shall be turned over to the gerand any amount then due and payable to
Tenant by Landlord or the then grantor under awyigions of this Lease shall be paid to Tenant.

(c) This Lease shall be construed as though ther@ts herein between Landlord and Tenant are émdkgmt and not dependent and Tenant
shall not be entitled to any setoff of the renotiter amounts owing hereunder against Landlord Lamdlord shall not be entitled to exercise
any of its remedies hereunder, if Landlord or Terethe case may be, fails to perform its oblagegiset forth herein, except as herein
specifically set forth; provided, however, the fgoeng shall in no way impair the right of eitherfyato commence a separate action against
the other party for any violation by a breachingyaf the provisions hereof so long as noticers fjiven to the breaching party and any
holder of a mortgage or deed of trust coveringBbiding



Complex or any portion thereof whose address Temasibeen notified in writing and so long as anoopmity has been granted to the
breaching party and such holder to correct suclatiom as provided in subparagraph (g) hereof.

(d) If any clause or provision of this Lease isgil, invalid or unenforceable under present arrfutaws effective during the term of this
Lease, then and in that event, it is the intentibtihe parties hereto that the remainder of thizseeshall not be affected thereby, and it is also
the intention of the parties to this Lease thditen of each clause or provision of this Lease thdtegal, invalid or unenforceable, there shall
be added as a part of this Lease a clause or powas similar in terms to such illegal, invalidwrenforceable clause or provision as may be
possible and be legal, valid and enforceable, pgexvisuch addition does not increase or decreaswbtigations of or derogate from the rights
or powers of either Landlord or Tenant.

(e) The captions of each paragraph are added adtarraf convenience only and shall be considefew @ffect in the construction of any
provision or provisions of this Lease.

(f) Except as herein specifically set forth, athts, conditions and covenants to be observed aridrped by the parties hereto shall be
applicable to and binding upon their respectivesi@dministrators, executors, successors andnasgige terms, conditions and covenants
hereof shall also be considered to be covenantsnmgmwith the land.

(9) Except as otherwise specifically provided her@i the event either party shall fail to perfoamy of the agreements, terms, covenants or
conditions hereof on its part to be performed (spaitty being referred to as the "Non-Performingy?arand such nonperformance shall
continue for a period of thirty (30) days after tten notice thereof from the other party (the "Ratig Party") to the NorRerforming Party, «
if such performance cannot be reasonably had wihah thirty (30) day period, and the Non-Perfogritarty shall not in good faith have
commenced such performance within such thirty (&3) period and proceed therewith to completioshéll be considered a default of the
Non-Performing Party under this Lease. Notifying Pattgll give written notice to the NdPerforming Party in the matter herein set forth
shall afford the Non-Performing Party a reasonabplgortunity to cure any such default. In additibapant shall send notice of such default
by certified or registered mail, with proper postgmepaid, to the holder of any mortgages or deéttsist covering the Building Complex or
any portion thereof of whose address Tenant has bhetified in writing and shall afford such holdereasonable opportunity to cure any
alleged default on Landlord's behalf. The provisiofthis subparagraph (g) shall not apply to ailyrfe of Tenant to make, when due, any
regularly scheduled installment payment of RerAaditional Rent due under this Lease.

(h) If there is more than one entity or person Whac who are the Tenants or Landlords under thi&skgethe obligations imposed upon
Tenants or Landlords under this Lease shall be goid several.

(i) No act or thing done by Landlord or Landlordigent during the term hereof, including but noitiéd to any agreement to accept surrender
of the



Premises or to amend or modify this Lease, shalldgmed to be binding upon Landlord unless suchratiings shall be by an officer of
Landlord or a party designated in writing by Larrdlas so authorized to act. The delivery of keyisadlord, or Landlord's agent, employ:
or officers shall not operate as a terminatiorhef Lease or a surrender of the Premises. No payyehenant or receipt by Landlord of a
lesser amount than the monthly rent herein stipdlahall be deemed to be other than on accouhedfarliest stipulated rent, nor shall any
endorsement or statement on any check or any ttermpanying any check or payment as rent be dbamaccord and satisfaction and
Landlord may accept such check or payment witheejudice to Landlord's right to recover the balaatsuch rent or pursue any other
remedy available to Landlord.

()) Landlord shall have the right to construct athaildings or improvements in any plaza or anyeotirea designated by Landlord for use by
tenants or to change the location, character oenadtkrations of or additions to any of said plamasther areas provided the same does not
breach Tenant's right of quiet enjoyment of thenitses. Landlord, during the entire term of this 4eashall have the right to change the
number and name of the Building or Building Compdéany time without liability to Tenant.

(k) Tenant acknowledges and agrees that it hagetietl upon any statements, representations, ag@sror warranties, except such as are
expressed in this Lease.

() Notwithstanding anything to the contrary contd herein, Landlord's liability under this Leabalkbe limited to its interests in this
Building.

(m) Time is of the essence hereof.

(n) Tenant and Landlord and the parties executilgliease on behalf of each of them representdb etner that they are authorized to do so
by requisite action of the board of directors ottipars, as the case may be, and agree upon raquiiver to each other a resolution or
similar document to that effect.

(o) This Lease shall be governed by and constmi@gdordance with the laws of the State of Colorado

(p) This Lease, together with the exhibits attacheatto, contains the entire agreement of thegsaatind may not be amended or modified in
any manner except by an instrument in writing sigbg both parties.

(q) Tenant shall not use the name of the Buildihg,Building Complex or the development in which Building is situated as part of its le
or trade name, nor for any purpose other than asldress for the business to be conducted by Tém#ime Premises.

(r) The submission or delivery of this documentdégamination and review does not constitute aroaptn offer to lease space in the
Building, or an agreement to lease. This documieall fave no binding effect on the parties un



and until executed by both Landlord and Tenant.

(s) Whenever a consent, permission, approval an@gledgment is required under this Lease or anyitiidhereto, such consent, approval,
permission or acknowlegment shall not be unreadgmneithheld or delayed.

38. HAZARDOUS MATERIALS:

(a) Tenant shall (i) not cause or permit any HaaasdMaterial to be brought upon, kept, or used iabmut the Premises by Tenant, its age
employees, contractors, licensees or inviteesowttprior written consent of Landlord (which Landishall not unreasonably withhold or
delay as long as Tenant demonstrates to Landl@a&onable satisfaction that such Hazardous Mhigm@&cessary or useful to Tenant's
business and will be used, kept and stored in anerahat complies with all laws regulating any stifdrardous Materials so brought upon or
used or kept in or about the Premises). If Tenesadhes the obligations stated in the precedingsee, or if the presence of Hazardous
Material on the Premises caused or permitted byaieresults in contamination of the Premises otddg Complex, or any part thereof, o
contamination of the Premises or Building Complgxtazardous Material otherwise occurs for whichardris legally liable to Landlord for
damage resulting therefrom, then Tenant shall imdgtmndefend and hold Landlord, its agents, empésydegal representatives, successors
and assigns, harmless from any and all claims medds, damages, penalties, fines, costs, lialsilibe losses (including, without limitation,
diminution in value of the Premises and buildingv@@dex, damages for the loss or restriction on dseng rentable or usable space or of any
amenity of the Premises or Building Complex, dansagyésing from any adverse impact on marketingoate in the Building, and sums paid
in settlement of claims, reasonable attorneys), fe@mssultant fees and expert fees) which arisenduwt after the Lease term as a result of such
contamination. This indemnification of Landlord Bgnant includes, without limitation, such costauimed in connection with any
investigation of site conditions or any cleanupneéial, removal or restoration work required by &teral, state, or local governmental
agency or political subdivision because of Hazasddaterial caused or permitted by Tenant to begmteis or about the Building Complex
the soil or ground water on or under the Buildingniplex. Without limiting the foregoing, if the pessce of any Hazardous Material on or
about the Building Complex caused or permitted bgdnt results in any contamination of any portlweréof, Tenant shall promptly take all
actions at its sole expense as are necessaryuto tae Building Complex to the condition existimgor to the introduction of any such
Hazardous Material, subject to obtaining Landlopdier written consent to the actions to be takei bnant. Landlord may properly require
its consent to the selection of the contractorsathdr experts involved in the inspection, testing removal or abatement activities, the st
of activities to be performed, the manner and metfioo performance of such activities, and such othatters as may be required or reque
by Landlord for the safety of and continued usthefBuilding Complex and all occupants thereof. ©hkgations and liabilities of Tenant
herein shall survive expiration or termination loitLease



(b) "Hazardous Material," as used in this Leasall $fe construed in its broadest sense and slwdlide asbestos, other asbestotic material
(which is currently or may be designated in theifatas a Hazardous Material), any petroleum basdupts, pesticides, paints and solvents,
polychlorinated biphenyl, lead, cyanide, DDT, ac@mmonium compounds and other chemical produgtdu@ing commercially used
cleaning materials in ordinary quantities) and anlystance or material if defined or designatedaaafuous or toxic substance, or other
similar term, by any federal, state or local latatste, regulation, or ordinance affecting the Binigg Complex or Premises presently in effect
or that may be promulgated in the future, as stafutes, regulations and ordinances may be amdnoi@dime to time.

(c) In the event Tenant causes or permits Hazariaisrial to be brought upon, kept, or used intmyud the Premise, with or without
Landlord's consent, and Landlord has reason tewlihat such Hazardous Materials are contaminatimgay contaminate the Building
Complex or soils or water, or pose a threat tamath of other occupants of the Building Compleatydlord shall be entitled to have an
environmental audit performed , the reasonablescst expense of which shall be paid by Tenantejgio the case of an obvious and
immediate threat and danger, Landlord's "reasdrelieve,” as used above, shall be establisheddtydy conducted, at Landlord's expense,
by a reputable environmental consultant into théeniels present, Tenant's handling of the samefysafeasures in place, and compliance
with all local state and federal laws, rules argltations regulating such materials and the uaesportation and disposal of the same.

39. OPTION TO EXTEND:

Tenant shall have the right, if not in defaultte time of exercise of the option, to extend thigioal term of this Lease for two renewal terms
of five (5) years each (each hereinafter calleRenewal Term"). Each Renewal Term shall begin uperexpiration of the original Lease
Term, or upon expiration of the first Renewal Teamnthe case may be. All of the terms, provisians, covenants of this Lease shall apply to
each Renewal Term; PROVIDED, HOWEVER, the Base Ragable during each Renewal Term shall be at yifivd percent (95%) of the
fair market rental value determined as hereinaierforth, at the commencement of each Renewal Teemant shall exercise such option by
delivering to Landlord written notice of its elemtito renew no later than six (6) months priothi® éxpiration of the original Lease Term or
the first Renewal Term. For the purposes of thiadeg the term "Lease Term" shall mean the oridinake Term plus any applicable Rene
Term.

Within fourteen (14) days after the Landlord's iptef the Tenant's Notice of its election to renéandlord and Tenant shall meet and shall

seek to establish the fair market rental valudefRremises as of the last day of the original &éasn or the first Renewal Term, as the case
may be. The term fair market rental value of thenfises shall mean the rental rate that a readngvibnd able tenant would agree to pay to
lease the Premises then under this Lease, fromaffilmted landlord after arm's length negotiapassuming that neither this Lease nor any
other lease of the Premises were in effect. Ifoduties are unable to agree upon a fair markeak



value within such fourteen (14) day period, Terdrall, within seven (7) days of the expiration ofls fourteen (14) day period, appoint an
appraiser, who shall be an M.A.l. real estate msifeal with at least two

(2) years experience in commercial real estateaaggdrin Boulder County to determine such fair nearkalue, and shall give prompt written
notice to the Landlord identifying such appraisaid appraiser shall, within fifteen

(15) days following his or her appointment, renklisror her report to Tenant. If Tenant acceptddiranarket rental value reflected by such
report, Tenant shall immediately provide a copydbéto Landlord. If Tenant does not accept thewwalf such appraisal, it shall have an
additional ten (10) days to obtain a second apglraisd shall immediately provide a copy theredfaadlord. If Landlord does not accept and
agree to the fair market rental value of the Preméas reflected in Tenant's appraisal, it shaifyndenant of that fact within five (5) days
following receipt of the Tenants appraisal repant] Landlord shall, within seven (7) days followigection of the Tenant's appraisal report,
appoint an appraiser with the qualifications sethfabove, who shall independently render his ordpénion of the fair market rental value of
the Premises within fifteen (15) days after appuoint. Failure of either party to appoint an ap@naénd to cause such appraiser to agree in
writing to be bound by the provisions of this Sextwithin the respective seven (7) day period dimalleemed to be an irrevocable election to
accept the determination of the fair market valualenby the appraiser of the other party. Shouldiiereject the fair market rental value
determined by Landlord's appraiser, and if theigadre unable to reach agreement upon the fakehegntal value based upon the values
reflected by the two appraisals in hand, withinese(7) days after receipt of the Landlord's appitathe Tenant's appraiser and the Landlord's
appraiser shall appoint a third, similarly-qualifi@ppraiser, and cause such appraiser to agrestingito be bound by the provisions of this
Section, and give Landlord and Tenant written reotithis or her identify. In the event the Apprassare unable to agree on the third
appraiser within said fourteen (14) day period,fh#ies hereto shall request that the PresidethieoBoulder County Bar Association (or s
other individual as to whom the parties may ageggpint the third appraiser within seven (7) day= third appraiser shall, within fourteen
(14) days of his appointment, express to both Landdhnd Tenant his or her determination of therfarket rental value of the Demised
Premises, and such determination shall be detetivenaf the Demised Premises' fair market rentdleat such time, shall be final, and sl
govern for the purposes of this Section. If therafgal procedure is used, each party shall beazdbeof the appraiser appointed by it, anc
parties shall share equally the cost of the thigraiser. If only one appraiser shall be appointéadh party shall share equally the cost of
appraiser. The three percent (3%) fixed annuaksme in Base Rent provided for during the initieage Term shall apply during each
Renewal Term.

40. RIGHT OF OPPORTUNITY ON ADDITIONAL SPACE:

Every instance of any equal or superior right oftfopportunity given by Landlord to any other tehia the Building is listed on EXHIBIT F
to this Lease. Landlord will not grant any addiibrights of opportunity that are equal or supetmlenant's rights, beyond those listed on
Exhibit F. Should Landlord become aware that addél space in the Building will become availablel&ase, at any time during the term of
this Lease, Landlord agrees to provide to Tenaittemrnotice of the availability of such space, @hnotice shall identify the space, the date
the same will be availab



for occupancy, and the rental rate which Landloiitlaffer such space for rental to the public. Tensghall have thirty (30) days following the
effective date of Landlord's notice within whichrtotify Landlord that Tenant elects to rent suchcgp at the rental rate specified in
Landlord's naotice, for a term concurrent with ther of this Lease. Should Tenant fail to give neobecting to rent such additional space
within said thirty

(30)-day period, then Landlord may offer such sgfacéease to the public and may lease the saramyatime thereafter at a rental rate equal
to or greater than 90% of the rental rate statetlaéroriginal notice from Landlord to Tenant. Ifridiord desires to lease such space at a renta
rate less than 90% of that stated in the noticetmant, Landlord shall once again offer the samiketwant for a period of ten (10) days, at the
lower rental rate.

IN WITNESS WHEREOF, Landlord and Tenant have exettthis Lease the day and year first above written.
LANDLORD:

THW PARTNERS LIMITED PARTNERSHIP,
a Colorado limited partnership

By: THW, Inc., a Florida corporation
General Partner

By:
Name:
Title:
TENANT:
GILEAD SCIENCES, INC.,
a Delaware corporation
By:
Name




EXHIBIT "B"
LEGAL DESCRIPTION

Lot 2,
Center Green South, Replat A
Boulder County, Colorad



EXHIBIT "C"
ESTOPPEL AND COMMENCEMENT DATE CERTIFICATE

THIS ESTOPPEL AND COMMENCEMENT DATE CERTIFICATE (&tificate") is executed this day of , by
THW Partners Limited Partnership, A Colorado lirdigartnership (“Landlord") and Gilead Sciences, (fitenant") with respect to and
forming a part of that certain office/light manufia@ng building lease ("Lease") dated , 1999, for the premises commonly
known as the second floor, 2900 Center Green Gauth, Boulder, Colorado ("Premises").

WITNESSETH:
WHEREAS, the parties desire to reaffirm and/or athand certify to certain provisions of the Leas®] a
WHEREAS, the parties desire that the matters s#i feerein be conclusive and binding on the parties

NOW, THEREFORE, for good and valuable consideratibe receipt and sufficiency of which are herebtiyrawledged, the parties agree
follows:

1. The Lease Commencement Date is deemed and agrbed , 19, and the Lease TermimBlie is , 19
unless sooner terminated, as provided therein.

2. Tenant's first installment of Base Rent in thrant of Dollars ($ ) for theqal of (is due
(was paid on) ,19

3. By execution hereof, Tenant acknowledges anelesgthat all improvements or other work requiretasfdlord has been satisfactorily
performed and Tenant hereby accepts the Premise aompliance with the terms and conditionstof Lease.

4. Except as may be amended herein, all terms @mditoons of the Lease shall continue in full foered effect and are hereby republished
and reaffirmed in their entirety.

5. This Certificate shall be binding upon and maydlied upon by the parties hereto and their i@sEelegal representatives, successors, anc
assigns.

IN WITNESS WHEREOF, the parties have executed@agificate as of the day and year first abovetesmit

LANDLORD:



THW PARTNERS LIMITED PARTNERSHIP,
a Colorado limited partnership

By: THW, Inc., a Florida corporation
General Partner

By:

TENANT:

GILEAD SCIENCES, INC.,
a Delaware corporation

By:



EXHIBIT "D"
WORK LETTER AGREEMENT

This Agreement supplements that certain leasei(tadter referred to as the "Lease") dated and gréoconcurrently herewith by and
between THW PARTNERS LIMITED PARTNERSHIP, a Colooddnited partnership (hereinafter referred to laaridlord") and GILEAD
SCIENCES, INC. (hereinafter referred to as "Tenawith the terms defined in the Lease to have #meesdefinition where used herein.

WHEREAS, Landlord has leased to Tenant the sedond fthe "Premises”) in that certain building Itexhat 2900 Center Green Court So
Boulder, Colorado ("Building™);

WHEREAS, Landlord and Tenant desire to set forétirthnderstandings and agreement as to procesdgs@edures for constructing tenant
improvements within the Premises (collectively, théork™).

NOW, THEREFORE, in consideration of the mutual b#s¢o be derived by Landlord and Tenant, anddbwsenants and conditiol
contained herein and for such other good and viuainsideration, the receipt and sufficiency ofchirare hereby acknowledged, the parties
agree as follows:

1. Within ten (10) days following the date this keéhas been executed by both parties, Landlord andnt shall reach agreement as to w
party, that is Landlord or Tenant, will contractiave tenant finish work performed within the Pressi The party who will contract for such
work is hereinafter referred to as the "Contractagty."

2. The Contracting Party shall cause all necesdawings, plans, and specifications for the Workeadrawn by arranging therefor with an
architect or space planner selected by the CoiricaPiarty. If Landlord is not the Contracting Pattye selection of an architect or space
planner shall first be approved by Landlord in Lland's reasonable discretion. The final drawindmsng, and specifications shall be subjec
Landlord's written approval (not unreasonably wétldhor delayed), and shall be submitted on or leef@bruary 29, 2000, in order to allow
the Contracting Party to substantially completefark on or before the Lease Commencement Dat@p4 of the Landlord-approved final
drawings, plans, and specifications shall be attddtereto as EXHIBIT D-1. The Contracting Partyeggrto complete the construction of
improvements within the Premises pursuant to th&vihgs, plans, and specifications approved by Landdhnd a construction contract or
construction contracts to be negotiated and eniatedy the Contracting Party, which contractocontractors must first be approved by
Landlord in its sole discretion (collectively, "Cairuction Contract"). A copy of the Constructionnact shall be attached hereto as
EXHIBIT D-2. Tenant agrees to accept, when completiee tenant improvements constructed in accoeaiith such drawings, plans, and
specifications. Other than the Work described en@onstruction Contract, if Landlord is to be then@€acting Party, or other than the
obligations of Landlord to pay the Tenant B-Out Allowance as set forth in Paragraph 2, beléWwehant is the Contracting Par



Landlord shall have no obligation for the completad the Premises, and Tenant shall accept theiBesrim their "as is" condition as of the
Date of the Lease.

2. Landlord shall pay in a timely fashion (as prdmsd in the Construction Contract), either in reursement to Tenant if Tenant is the
Contracting Party or directly to the contractor /andts subcontractors and suppliers if Landlorthis Contracting Party, all authorized and
approved construction draws submitted by the cotdgrauntil Landlord has disbursed the sum of On@died Twelve Thousand Two
Hundred Seventy Seven and no/100 Dollars ($1120D) Wwith respect to Work completed in the Prem{¢les "Tenant Build-Out
Allowance"). No distribution of the Tenant Build-Ofllowance shall be made unless each draw theiseaocompanied by lien waivers
evidencing payment to all contractors, subcontractod suppliers by and through the preceding ds&lment. All amounts in excess of the
Tenant Build-Out Allowance required to pay for ierk shall be paid in a timely fashion (as presadilin the Construction Contract) by
Tenant as authorized and approved constructiongdaagsubmitted by the contractor. Tenant shatibarse Landlord a proportionate
amount of the Tenant Build-Out Allowance in the mvEenant defaults in the performance of any obiikgations under the Lease as
provided in Paragraph 19 of the Lease, such prigpate amount to be determined by multiplying tlemdnt Build-Out Allowance times a
fraction, the numerator of which is the number afntis remaining during the initial Term of the Leaand the denominator of which is sixty
(60) months.

3. If Landlord is the Contracting Party, Tenantlshave the right to negotiate with the contradioan effort to achieve any and all reasoni
costs savings by changes to the drawings, pladsspecifications and/or the Construction Contr@ctce the Construction Contract has been
finalized and executed by the Contracting Partycmange orders, as referred to in the Constru@immtract, shall be made, authorized or
valid unless and until the same are signed by battdlord and Tenant.

4. If Tenant is the Contracting Party, no delagiiniving at substantial completion of the tenanpiavements and no deferral of the
Commencement Date shall occur as a result of délafyisalizing plans, specifications, Constructi@ontract or completing construction,
unless such delay is a "Landlord Delay" as hered&éned. A "Landlord Delay" shall mean the numbgdays in excess of five (5) business
days taken by Landlord to approve of or conseamntarchitect or space planner, final drawings, kamd specification, the contractor or a
change order, after the date a request for appmnv@insent of the same is submitted to Landlardhé event of a Landlord Delay, the
Commencement Date shall be postponed by the nuaiflgerys involved in any such Landlord Delay.

5. Landlord will allow Tenant to enter into the Riises for the purpose of installing furniture, fises and equipment and other leasehold
improvements, including, but not limited to walldafboor coverings, millwork and draperies, priorth® Lease Commencement Date, all
subject, however, to the terms and conditions ef@bnstruction Contract; PROVIDED, HOWEVER, thay anch entry shall be at Tenant's
sole risk and provided further that such entry @wodk do not unreasonably interfere in any way \tfith performance of Landlord's work or
other workers in and about the Building. At anydiduring such period of early entry, if Landlordifies Tenant that Tenan!



entry or work is interfering with or delaying therformance of work to be performed by Landlord threo workers in and about the Building,
or causing any disruption whatsoever, Tenant $bahwith discontinue any further work and shaltate the Premises, and shall cause its
workmen or contractors to remove therefrom, anyiggant, materials or installations which are thijscat of Landlord's notice.

6. The parties agree that the foregoing procedaresdopted for the convenience of the partiestlzatdhothing herein is intended to change,
modify, amend or abrogate any of the terms, prowsi covenants and conditions expressed in thesllsstsveen the parties as heretofore
amended



IN WITNESS WHEREOF, the parties have executed\isk Letter Agreement this ___ day of November, 1999

LANDLORD:

THW PARTNERS LIMITED PARTNERSHIP,
a Colorado limited partnership

By: THW, Inc., a Florida corporation
General Partner

By:
Name
Title:
TENANT:
GILEAD SCIENCES, INC.,
a Delaware corporation
By:
Name



EXHIBIT "E"
RULES AND REGULATIONS

Landlord and Tenant agree that the following Raled Regulations shall be and hereby are made afpthis Lease, and Tenant agrees that
Tenant's employees and agents, or any others pedrby Tenant to occupy or enter the PremiseseoBthilding Complex, will at all times
abide by said Rules and Regulations:

1. The sidewalks and entries of the Building shatlbe obstructed by Tenant, or Tenant's agergsnptoyees, or used for any purpose other
than ingress to and egress from the Premises.

2. Furniture, equipment or supplies will be movear out of the Building only during such hours amguch manner as may be prescribe:
Landlord. Tenant shall cause its movers to use thdyoading facilities designated by Landlordthe event Tenant's movers damage any
of the Building, Tenant shall forthwith pay to Laodl the amount required to repair said damage.

3. No safe or articles, the weight of which mayhia opinion of Landlord constitute a hazard or dgent the Building or Building's
equipment, shall be moved into the Premises.

4. Safes and other equipment, the weight of whiatot excessive, shall be moved into, from and atheuBuilding only during such hours
and in such manner as shall be prescribed by Lesiddmd Landlord shall have the right to designiagelocation of such articles in the
Premises.

5. No sign, advertisement or notice shall be itstj painted or affixed on any part of the insidewtside of the Building unless of such
color, size and style and in such place upon ¢inéBuilding, as shall be first designated and epgd in writing by Landlord, provided,
however, there shall be no obligation or duty ondlard to allow any sign, advertisement or notic®¢ inscribed, painted or affixed on any
part of the inside or outside of the Building exicap otherwise provided in the Lease. No furnilrall be placed in front of the Building o1
any lobby or corridor, without the prior writtensdretionary consent of Landlord. Landlord shalléhthe right to remove all non-permitted
signs and furniture, without notice to Tenant, ahthe expense of Tenant.

6. Tenant shall not do or permit anything to beedionthe Premises, or bring or keep anything tiendiich would in any way increase the
rate of fire insurance on the Building or on prdpéept therein, constitute a nuisance or wastepstruct or interfere with the rights of other
tenants, or in any way injure or annoy them, orflictrwith any of the rules or ordinances of theg#Department or of the Department of
Health of the City and County where the Buildindoisated.

7. No animals (other than guide animals for thediapped) shall be allowed in the Building. No pershall disturb the occupants of this or
adjoining buildings or premises by the use of adiag, sound equipment or musical instrurn



or by the making of loud or improper noises.
8. No vehicles shall be permitted in the Buildiray shall any vehicles be permitted to obstructsidewalks or entrances of the Building.

9. Tenant shall not allow anything to be placedr@noutside of the Building, nor allow anythingb® thrown by Tenant, Tenant's agents or
employees, out of the windows or doors of the Bngd Tenant, except in case of fire or other emeegeshall not open any outside window.

10. No additional lock or locks shall be placedTi®nant on any door in the Building unless writtengsent of Landlord shall first have been
obtained. A reasonable number of keys to the todleins if locked by Landlord will be furnished bgdlord, and neither Tenant, Tenant's
agents or employees shall have any duplicate keytemAt the termination of this tenancy, Tenantlgiramptly return to Landlord all keys
to offices, toilet rooms or vaults.

11. No window shades, blinds, screens, draperiesher window coverings will be attached or detachg Tenant without Landlord's prior
written consent. Tenant agrees to abide by Lan®oules with respect to maintaining uniform curtidraperies and/or Awnings at all
windows and hallways.

12. No awnings shall be placed over any window.

13. If Tenant desires telegraphic, telephonic beptlectric connections, Landlord or Landlord'srag will direct the electricians as to where
and how the wires may be introduced and withouh glieections, no boring or cutting for wires wik permitted. Any such installation and
connection shall be made at Tenant's expense.

14. Tenant shall not install or operate any steages engine or boiler, or carry on any mecharaparation in the Premises without
Landlord's prior consent. The use of oil, gas iammable liquids for heating, lighting or any othrirpose is expressly prohibited.
Explosives or other articles deemed extra hazardbals not be brought into the Building Complex.

15. Any painting or decorating as may be agredzbtdone by and at the expense of Landlord shalbbe during regular weekday working
hours. Should Tenant desire such work on Satur@&ysgays, holidays or outside of regular workingrspTenant shall pay for the extra ¢
thereof, if any (i.e. the difference in the cossath work if done on an evening, weeked or holidaysus the cost of the work if done during
regular weekday working hours.

16. Except as permitted by Landlord, and excephfomal office decorating, Tenant shall not markmpgpaint signs upon, cut, drill into,
drive nails or screws into, or in any way defacewhalls, ceilings, partitions or floors of the Piees or of the Building, and any defacement,
damage or injury caused by Tenant, Tenant's agemiployees, shall be paid for by Tenant.

17. Landlord shall, after reasonable notice to fiemad during norme



working hours of Tenant, have the right, by Landlerepresentatives or agents, to enter the Premmiseshow the same to persons wishit
lease them, and may, at any time within sixty @ys preceding the termination of Tenant's Lease, telace upon the doors and window:
the Premises a "For Rent" sign, which notice shatllbe removed by Tenant.

18. Tenant shall not obstruct or interfere with tiglats of other tenants of the Building Complexpbpersons having business in the Builc
Complex, or in any way injure or annoy such tenanfgersons.

19. Tenant shall not commit any act or permit aimgitin or about the Building Complex which shallroight subject Landlord to any liability
or responsibility for injury to any person or profyeby reason of any business or operation beingezhon in or about the Building Complex
or for any other reason.

20. Tenant shall not use the Building for lodgisigeping, or for any immoral or illegal purpos€@rany purpose that will damage the
Building, or the reputation thereof, or for any poses other than those specified in the Lease.

21. Canvassing, soliciting, and peddling in thel@#ing Complex are prohibited, and Tenant shall @vafe to prevent such activities.

22. Tenant shall not conduct mechanical or manufang} operations other than those expressly pezthitt Section 6 of the Lease without
Landlord's prior consent, nor place or use anyamfhable combustible explosive, or hazardous fehémical, device, substance or material
in or about the Building. Tenant shall comply wath statutes, ordinances, rules, orders, regulatéord requirements imposed by
governmental or quasi-governmental authoritiesoimection with fire and panic safety and fire prgi@ and shall not commit any act or
permit any object to be brought or kept in the 8inig, which shall result in a changed use of theegal public, and Landlord shall, in all
cases, retain the right to control or prevent axtlesreto by all persons whose presence in tharjedgof the Landlord, shall be prejudicial to
the safety, character, reputation or interestb@Building Complex and its tenants. Tenant shatligo upon the roof of the Building without
the express prior written consent of Landlord.

23. Tenant shall not deposit any trash, refusareites, or other substances of any kind withioutrof the Building except in the refuse
containers provided therefore.

24. Tenant shall use the Common Areas only as asngfangress and egress, and Tenant shall pemiditering by any persons upon
Common Areas or elsewhere within the Building Caempl

25. Landlord its agents or representatives reseveight to exclude or expel from the Building Qaex any person, who, in the judgment of
Landlord, is intoxicated or under the influencdigfior or drugs or who shall in any manner actimlation of the rules and regulations of the
Building Complex.

26. Tenant shall not use the washrooms, restroachglambing fixtures o



the Building, and appurtenances thereto, for ahgropurpose then the purposes for which they wenstocucted, and Tenant shall not deposit
any sweepings, rubbish, rags or other impropertanbes therein. Tenant shall not waste water leyfering or tampering with the faucets or
otherwise. If Tenant or Tenant's servants, emplayeantractors, jobbers, agents, licensees, irsjitpgests or visitors cause any damage to
such washrooms, restrooms, plumbing fixtures ougppances, such damage shall be repaired at Teeapense and Landlord shall not be
responsible therefor.

27. During the term of the Lease, Tenant shall dgmwih all statutes, ordinances, rules, ordergutations and requirements of the federal,
state, county and city governments and all departsrereof applicable to the presence, storage,maintenance and removal of toxic,
hazardous or contaminated substances (collectiVtfedyzardous material") in, on or about the Premistéch presence, storage, use,
maintenance or removal is caused or permitted maie In no event shall the aforesaid be constro@dean that Landlord has given or will
give its consent to Tenant's storing, using, maiirig or removing hazardous materials in, on onalloe Premises.

28. Tenant shall not permit its employees or agenssnoke in any lobby, hallway or restroom witttie Building Complex or in any other
areas of the Building Complex posted as a non-sngokiea.

29. Tenant agrees that Landlord may reasonably énmeodify, delete or add new and additional reabtenaules and regulations to the use
and care of the Premises and the Building Compimyided such changes shall not interfere with Tigsauiet enjoyment of the Premises
for its intended purposes. Tenant agrees to comijplyall such rules and regulations upon notic&éoant from Landlord thereof. In the ev
of any breach of any rules and regulations herefifiosth or any reasonable amendments, modificatosradditions thereto Landlord shall
have all remedies in this Lease provided for inghent of default by Tenar



EXHIBIT F
List of equal or superior rights of opportunity wacant space within the Building.

None



EXHIBIT 21.1

SUBSIDIARIES OF GILEAD SCIENCES, INC.

Name of Subsidiary Country/State in Which Incorporated

Gilead Sciences Limited

NeXstar Pharmaceuticals, Inc.

NeXstar Pharmaceuticals International, Inc.

NeXstar Pharmaceuticals GmbH

NeXstar Farmaceutica, S.A.

NeXstar Pharmaceuticals Italia, Srl

NeXstar Pharmaceuticals Limited

NeXstar Pharmaceuticals International Limited

NeXstar Farmaceutica Porugal, LDA

NeXstar Pharmaceuticals B.V.

NeXstar Pharmaceutique Sarl

NeXstar Pharmaceuticals PTY Limited

NeXstar Pharmaceuticals Limited

United Kingdom

United States (Delaware)

United States (Delaware)

Germany

Spain

Italy

United Kingdom

United Kingdom

Portugal

The Netherlands

France

Australia

Ireland




EXHIBIT 23.1
CONSENT OF ERNST & YOUNG LLP, INDEPENDENT AUDITORS

We consent to the incorporation by reference irRbgistration Statement (Form S-8 No. 33-46058g@ng to the Gilead Sciences, Inc.
1987 Incentive Stock Option Plan, 1987 Supplemesiatk Option Plan, 1991 Stock Option Plan, EmpéoStock Purchase Plan, and 1995
Non-Employee Directors' Stock Option Plan, the Regti&in Statement (Form S-8 No. 33-62060) pertaitinigne Gilead Sciences, Inc. 1991
Stock Option Plan, the Registration Statement (F8f&1No. 3381670) pertaining to the Gilead Sciences, Inc. Byg® Stock Purchase Pl
the Registration Statement (Form S-8 No. 333-84p&#taining to the 1991 Stock Option Plan, 1995 J&omployee Directors' Stock Option
Plan and Employee Stock Purchase Plan, the Ra@stiBtatement (Form S-8 No. 383713) pertaining to the NeXstar Pharmaceuticats
1993 Incentive Stock Plan, NeXstar Pharmaceutitats,1995 Director Option Plan and Vestar, Inc98 $tock Option Plan, and the
Registration Statement (Form S-3 No. 333-87167)rateded Prospectus for the registration of 3,033 $hares of the common stock of
Gilead Sciences, Inc. of our report dated Febr@&8n2000, with respect to the consolidated findrstetements of Gilead Sciences, Inc.,
included in the Annual Report (Form 10-K) of Gileadiences, Inc. for the year ended December 319.199

/sl ERNST & YOUNG LLP
Palo Alto, California

March 28, 2000



EXHIBIT 23.2
CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by refereimc&ilead Sciences Inc.'s Annual Report on FoéaK1of our report dated January 7,
2000 relating to the financial statements of PmligL C for the year ended November 30, 1999.

/sl PRICEWATERHOUSECOOPERS LLP

PricewaterhouseCoopers LLP

Denver, CO

March 24, 200(



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE CONSOLIDATED BALANCE
SHEETS AND CONSOLIDATED STATEMENTS OF OPERATIONS BBID ON PAGES 56 AND 57 OF THE COMPANY'S 10K FOR
THE YEAR ENDED DECEMBER 31, 1999.

MULTIPLIER: 1,000

PERIOD TYPE YEAR
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199
PERIOD END DEC 31 199
CASH 47,01
SECURITIES 247,38:
RECEIVABLES 45,5991
ALLOWANCES 0
INVENTORY 20,95¢
CURRENT ASSETS 371,98:
PP&E 51,3982
DEPRECIATION 0
TOTAL ASSETS 436,80¢
CURRENT LIABILITIES 47,871
BONDS 84,78t
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 44
OTHER SE 297,24
TOTAL LIABILITY AND EQUITY 436,80¢
SALES 139,89
TOTAL REVENUES 168,97
CGS 29,54¢
TOTAL COSTS 239,83
OTHER EXPENSE 0
LOSS PROVISION 0
INTEREST EXPENSE 6,51¢
INCOME PRETAX (60,942
INCOME TAX 88¢
INCOME CONTINUING (66,486
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (66,486
EPS BASIC (1.55
EPS DILUTED (1.55'

1 RECEIVABLES IS NET OF AN ALLOWANCE FOR DOUBTFUL ACOUNTS
2 PP&E IS NET OF ACCUMULATED DEPRECIATION
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