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April 23, 2008

Dear Stockholder:

Please join us for the 2008 Annual Meeting of Stockholders of Nuvelo, Inc. The meeting will be held on Wednesday, June 4, 2008, at 10:30 a.m.
Pacific Time at our corporate headquarters at 201 Industrial Road, Suite 310, San Carlos, CA 94070.

At this year s meeting, you will have the opportunity to elect three directors and ratify the selection of our independent registered public
accounting firm, and transact any other business properly presented at the meeting, as more fully described in the accompanying Proxy
Statement. If you own shares of common stock at the close of business on April 10, 2008, you will be entitled to vote at the annual meeting. In
addition, immediately following the meeting, you will have the opportunity to hear what we have accomplished in our business in the past year
and to ask questions.

This year, we are taking advantage of the new Securities and Exchange Commission rule allowing companies to furnish proxy materials to their
stockholders over the Internet. By furnishing proxy materials to stockholders over the Internet, we are able to reduce the costs and expenses, and
reduce the environmental impact, associated with generating paper copies of our proxy materials. We have mailed our beneficial stockholders a
Notice containing instructions on how to access our Proxy Statement and 2007 Annual Report and vote via the Internet. Beneficial stockholders
are stockholders that hold their shares in the account of a brokerage firm, bank, or other similar organization. The Notice mailed to our beneficial
stockholders also includes instructions on how to order a paper copy of the proxy materials. All stockholders that hold shares registered directly
in their name with the Company s transfer agent will continue to receive a copy of the proxy materials by mail. Additionally, to comply with
current California law, we will mail all of our beneficial stockholders a paper copy of our Annual Report on or about April 25, 2008.

The Proxy Statement includes information about the items of business to be discussed at our annual meeting. You will find other detailed
information about Nuvelo and our operations in the 2007 Annual Report, which includes my letter to the stockholders, and the Annual Report on
Form 10-K for 2007, which contains Nuvelo s audited consolidated financial statements. Whether or not you can attend, please read the Proxy
Statement. When you have done so, please vote via the Internet or, if you received a paper copy of the proxy card by mail, sign, date and mail
your completed proxy card to us. Your vote is important, so please vote via the Internet or return your proxy card promptly.

We hope you can join us on June 4, 2008. If you are planning to attend, please send an e-mail to ir@nuvelo.com so that we may include you on
the attendance list.

Sincerely,

/s/ Ted W. Love, M.D.

Ted W. Love, M.D.
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Chairman of the Board of Directors

and Chief Executive Officer

201 Industrial Road, Suite 310, San Carlos, CA 94070 tel: 650/517-8000 fax: 650/517-8001 www.nuvelo.com
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NUVELO, INC.

201 Industrial Road, Suite 310

San Carlos, California 94070

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

To Be Held on June 4, 2008

To the Stockholders of Nuvelo, Inc.:

NOTICE IS HEREBY GIVEN, that the annual meeting of stockholders of Nuvelo, Inc., a Delaware corporation ( Nuvelo the Company, or we ),
will be held on June 4, 2008, at 10:30 a.m. Pacific Time, at our corporate headquarters at 201 Industrial Road, Suite 310, San Carlos, CA 94070,
for the following purposes:

1 to elect three directors to hold office until the 2011 annual meeting of stockholders or until the election and qualification of their
respective successors;

2 to ratify the selection of Ernst & Young LLP as our independent registered public accounting firm for the fiscal year 2008; and
3 to transact any other business which is properly brought before the meeting or any adjournment or postponement thereof.

Please refer to the accompanying proxy materials, which form a part of this Notice, for further information about the business to be transacted at
the annual meeting.

Only stockholders of record at the close of business on April 10, 2008 are entitled to receive this notice and to vote at the annual meeting or any
adjournment or postponement thereof. A complete list of stockholders entitled to vote at the annual meeting shall be open to inspection of any
stockholder present at the annual meeting and, for any purpose germane to the annual meeting, during ordinary business hours at our corporate
offices at 201 Industrial Road, Suite 310, San Carlos, CA 94070, during the ten days prior to the annual meeting.

All stockholders are cordially invited to attend the annual meeting. Whether or not you plan to attend the annual meeting in person, we urge you
to ensure your representation by voting by proxy as promptly as possible. You may vote via the Internet or, if you received or ordered a paper
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copy of the proxy card by mail, by completing, signing, dating, and mailing the proxy card to us in the return envelope that has been provided
for your use, which requires no postage if mailed in the United States. If you attend the annual meeting and vote your shares in person at the
meeting, your proxy will not be used.

By order of the Board of Directors:

/s/ Ted. W. Love, M.D.

Ted. W. Love, M.D.
Chairman of the Board of Directors

and Chief Executive Officer

April 23, 2008

San Carlos, California 94070
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NUVELO, INC.

PROXY STATEMENT FOR ANNUAL MEETING OF STOCKHOLDERS

June 4, 2008

INTRODUCTION

General

This Proxy Statement is made available to our stockholders on behalf of our Board of Directors in connection with the solicitation of proxies for
use at our annual meeting of stockholders to be held at Nuvelo s corporate headquarters on June 4, 2008 at 10:30 a.m. Pacific Time, and at any
adjournments or postponements of the annual meeting.

This solicitation is made on behalf of our Board of Directors and we will pay the costs of solicitation. Our directors, officers, and employees
may also solicit proxies by telephone, telegraph, fax, or personal interview. We will not pay any additional compensation to directors, officers,
or other employees for such services, but may reimburse them for reasonable out-of-pocket expenses in connection with such solicitation. We
will reimburse banks, brokerage firms, and other custodians, nominees, and fiduciaries for reasonable expenses incurred by them for sending
proxy materials to our stockholders.

On or about April 23, 2008, we mailed our beneficial stockholders a Notice containing instructions on how to access our Proxy Statement and
2007 Annual Report via the Internet. All stockholders that hold shares registered directly in their name with the Company s transfer agent were
mailed a paper copy of our 2007 Annual Report, this Proxy Statement, and an accompanying proxy card on or about April 23, 2008.
Additionally, to comply with current California law, we will mail all of our stockholders a paper copy of our Annual Report on or about

April 25, 2008.

Who Is Entitled to Vote; Record Date

Our issued and outstanding common stock constitutes the only class of securities entitled to vote at the annual meeting. Only holders of record of
our common stock at the close of business on April 10, 2008 are entitled to receive this notice and to vote at the annual meeting.
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Quorum Requirements

At the close of business on April 10, 2008, 53,505,956 shares of our common stock were issued and outstanding. The presence at the meeting, in
person or by proxy, of a majority of the issued and outstanding shares will constitute a quorum. Abstentions will be counted towards the quorum
requirement. Each share of common stock is entitled to one vote.

Voting by Proxy

Unless there are different instructions on the proxy, all shares represented by valid proxies (and not revoked before they are voted) will be voted
at the meeting for the election of the three nominees for director and for Proposal 2. With respect to any other business that may properly come
before the meeting and be submitted to a vote of stockholders, proxies will be voted in accordance with the best judgment of the designated
proxy holders. All votes cast at the meeting will be tabulated by the persons appointed by us to act as inspectors of election for the meeting.
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How to vote if you received two or more Notices or Proxy Cards

If you receive two or more Notices or paper copy proxy cards, this means that you hold our shares in multiple accounts at the transfer agent or
with the brokers or other custodians of your shares; in this case, please vote with respect to each Notice or paper copy proxy card in accordance
with the procedures described therein to complete your representation.

How to Vote if Your Shares Are Registered in Your Name; You are the Stockholder of Record

If on April 10, 2008, your shares were registered directly in your name with the Company s transfer agent, Computershare Trust Company N.A.,
then you are a stockholder of record. As a stockholder of record, you may vote in person at the meeting or by proxy. Your attendance at the
meeting will not, by itself, constitute revocation of your proxy. You also may be represented by another person present at the meeting by
executing a form of proxy designating that person to act on your behalf. Shares may only be voted by or on behalf of the record holder of shares
as indicated in our stock transfer records.

All stockholders of record will receive a paper copy of the Proxy Statement and 2007 Annual Report by mail. Stockholders of record may vote
by doing one of the following:

completing and returning the enclosed proxy card prior to the meeting;

voting in person at the meeting; or

submitting a signed proxy card at the meeting.

How to Revoke Your Proxy if Your Shares Are Registered in Your Name; You are the Stockholder of Record

If on April 10, 2008, your shares were registered directly in your name with the Company s transfer agent, Computershare Trust Company N.A.,
then you are a stockholder of record. As a stockholder of record, you may revoke your proxy at any time before it is actually voted at the
meeting by:

delivering written notice of revocation to our Secretary at 201 Industrial Road, Suite 310, San Carlos, CA 94070;

submitting a later dated proxy card; or

attending the meeting and voting in person.

How to Vote if Your Shares Are Registered in the Name of a Broker or Bank; You are the Beneficial Stockholder
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If on April 10, 2008, your shares were held, not in your name, but rather in an account at a brokerage firm, bank, dealer, or other similar
organization, then you are the beneficial owner of shares held in street name, or the beneficial stockholder. The organization holding your
account is considered to be the stockholder of record for purposes of voting at the annual meeting. As a beneficial stockholder, you have the
right to vote the shares in your account. On or about April 23, 2008, we mailed our beneficial stockholders a Notice containing instructions on
how to access our Proxy Statement and 2007 Annual Report and vote via the Internet. Additionally, in order to comply with current California
law, we will mail you a separate, paper copy of our Annual Report on or about April 25, 2008. The Notice includes instructions on how to obtain
paper copies of the proxy materials, free of charge. The Internet is available for accessing the proxy materials and for voting 24 hours a day, and
will close at 11:59 p.m. on June 3, 2008. You will need the control number assigned to you and provided on your Notice to vote using the
Internet.

You also are invited to attend the annual meeting. However, since you are not the stockholder of record, you may not vote your shares in person
at the meeting unless you request and obtain a valid paper copy of the proxy card.

10
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Voting Intentions of our Executive Officers and Directors; Recommendations of Our Directors

Our current executive officers and directors have informed us that they intend to vote, or cause to be voted, all 143,815 shares of common stock
held by them at the close of business on April 10, 2008 for each of the nominees for director and for Proposal No. 2.

Our Directors recommend that stockholders vote FOR each of the nominees for director and for Proposal No. 2.

Voting on Proposal No. 1: Election of Board of Directors

Directors will be elected by a plurality of the votes cast for the election of directors, which means that abstentions and broker non-votes will not
affect the election of the candidates receiving the plurality of votes. Accordingly, the directorships to be filled at the annual meeting will be
filled by the nominees receiving the highest number of votes. In the election of directors, by marking the appropriate box on your proxy card or
clicking the appropriate section of the Internet, you may cast your votes in favor of, or withhold your votes with respect to, some or all
nominees. Votes that are withheld, or abstentions, will be excluded entirely from the vote on Proposal No. 1 and will have no effect on the
outcome of the vote. If you hold your shares through a broker and you do not vote on Proposal No. 1, your broker will have authority to vote
your shares on Proposal No. 1.

Voting on Proposal No. 2: Ratification of Selection of Independent Registered Public Accounting Firm

The affirmative vote of a majority of the shares present in person or represented by proxy and entitled to vote on Proposal No. 2 is required for
approval of Proposal No. 2. Abstentions will be counted towards the vote total for Proposal No. 2, and will have the same effect as an Against
vote. If you hold your shares through a broker and you do not vote on Proposal No. 2, your broker will have authority to vote your shares on
Proposal No. 2.

Your vote is important. Accordingly, please vote via the Internet or sign and return the accompanying proxy card in the accompanying
envelope, which is postage prepaid if you mail it in the United States, whether or not you plan to attend the meeting in person.

11
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PROPOSAL NO. 1:

ELECTION OF BOARD OF DIRECTORS

General Information

Our Amended and Restated Certificate of Incorporation ( Certificate of Incorporation ) provides that the Board of Directors is divided into three
classes to provide for staggered terms and that each director will serve for a term of three years or less depending on the class to which the Board

of Directors has assigned a director not previously elected by the stockholders. There are currently two Class I directors, whose terms expire at

the annual stockholders meeting in 2009, and one Class II director, whose term expires at the annual stockholders meeting in 2010. The Board of
Directors has nominated three Class III directors, Dr. James R. Gavin, Mary K. Pendergast and Kimberly Popovits, for election to the Board of
Directors, each for a three-year term ending on the date of the annual meeting in 2011 or until a successor is duly elected and qualified or
appointed. There are no vacancies in the current Board of Directors. We encourage our Board members to attend each annual meeting of
stockholders. The Chairman of the Board of Directors attended our 2007 annual meeting.

Each nominee for director has consented to being named in this Proxy Statement and has indicated her or his willingness to serve if elected.
Unless your vote is withheld, proxies received by us will be voted for the nominees. Proxies cannot be voted for more than three persons.
Although we do not anticipate that any nominee will be unavailable for election, if a nominee is unavailable for election, we will vote the
proxies for any substitute nominee we may designate.

Each nominee for election to the Board of Directors currently serves as one of our directors and has continually served as a director since the
date such person initially became a director, which is set forth below. Each of the nominees for director has previously been elected by our
stockholders. In 2007, our Board of Directors met six times and acted by written consent three times. Each director attended 83% or more of the
total meetings of the Board of Directors held during 2007. Each director who was a member of the Compensation Committee attended 85% or
more of the seven meetings of that Committee of the Board of Directors that occurred during 2007, except for Dr. Gavin, who missed two
meetings. Each director who was a member of the Nominating and Corporate Governance Committee of the Board of Directors attended 100%
of the meetings of that Committee of the Board of Directors that occurred during 2007. Each director who was a member of the Audit
Committee attended 85% or more of the meetings of that Committee of the Board of Directors that occurred during 2007. The following table
sets forth information as of April 14, 2008 with respect to our directors, including the three persons nominated for election at the meeting.

Director
Name of Nominee or Director Age Position Since
Ted W. Love, M.D.* 49  Chairman of the Board and Chief Executive Officer 2001
Kimberly Popovits(1)(3) 49  Vice Chair of the Board 2005
James R. Gavin III, M.D., Ph.D.(3) 62 Director 2006
Mary K. Pendergast(1)(2)* 57 Director 2002
Mark L. Perry(2)(3)* 52 Director 2003
Burton E. Sobel, M.D.(1)(2) 70 Director 2004

Each of the directors indicated served as a director of Nuvelo, Inc., a Nevada corporation, as of such dates listed, prior to the
reincorporation of Nuvelo, Inc. from the State of Nevada to the State of Delaware, which became effective on March 25, 2004.
(1) Member of Nominating and Corporate Governance Committee

(2) Member of Audit Committee

(3) Member of Compensation Committee

12
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The following information, which has been provided by our directors and director nominees, sets forth such person s principal occupation,
employment, and business experience during at least the past five years, and the period during which such person has served as a director of the
Company:

Nominees for Election to the Board of Directors for a Three-Year Term Ending in 2011

James R. Gavin III, M.D., Ph.D. has served as a member of our Board of Directors since May 2006. Dr. Gavin has been a clinical professor of
medicine at Emory University School of Medicine since December 2004, and clinical professor of medicine at Indiana University School of
Medicine since September 2007. He also has served as chief executive officer and chief medical officer for Healing Our Village, Inc. since
September 2007, and served as executive vice president for clinical affairs at Healing Our Village, Inc. from January 2005 to September 2007.
From January 2006 until July 2007, Dr. Gavin served as president and chief executive officer of Microlslet, Inc. From July 2002 to December
2004, Dr. Gavin was president of the Morehouse School of Medicine. He served as senior scientific officer at the Howard Hughes Medical
Institute (HHMI) from 1991 to 2002 and director of HHMI-National Institutes of Health Research Scholars Program from 2000 to 2002.

Dr. Gavin was on the faculty at the University of Oklahoma Health Sciences Center as professor of medicine, chief of the Diabetes Section and
William K. Warren Professor for Diabetes Studies. He is a member of many advisory boards and medical organizations, including the Institute
of Medicine of the National Academy of Sciences and the American Diabetes Association, for which he is a past president. Dr. Gavin holds a
B.S. in chemistry from Livingstone College, a Ph.D. in biochemistry from Emory University, and an M.D. from Duke University School of
Medicine. Dr. Gavin also serves as a member of the board of directors of Baxter International, Inc., and Amylin Pharmaceuticals, Inc.

Mary K. Pendergast has served as a member of our Board of Directors since May 2002. Since September 2003, Ms. Pendergast has been
president of Pendergast Consulting. Ms. Pendergast served as executive vice president, government affairs for Elan Corporation from 1998 to
December 2003. Ms. Pendergast was deputy commissioner and senior advisor to the Commissioner, Food and Drug Administration, Department
of Health and Human Services from 1990 to 1998. Ms. Pendergast received her LL.M. from Yale Law School in 1977, her J.D. from the
University of Iowa College of Law in 1976, and her B.A. from Northwestern University in 1972.

Kimberly Popovits has served as a member of our Board of Directors since July 2005, and has served as vice chair of our Board of Directors and
lead independent director as of April 2008. Since February 2002, Ms. Popovits has served as president, chief operating officer, and as a member
of the board of directors of Genomic Health, Inc. Prior to joining Genomic Health, Inc., Ms. Popovits served in various roles at Genentech, Inc.,
most recently as senior vice president, marketing and sales from February 2001 to February 2002, and as vice president, sales from October
1994 to February 2001. Prior to joining Genentech in 1987, she served as division manager for American Critical Care, a division of American
Hospital Supply. Ms. Popovits holds a B.A. in business from Michigan State University and currently serves as a member of the board of
directors of BayBio.

Director Continuing in Office until the Annual Meeting of Stockholders in 2010

Mark L. Perry has served as a member of our Board of Directors since October 2003. Since February 2007, Mr. Perry has been the president and
chief executive officer of Aerovance, Inc., a private biotechnology company. From April 2004 through January 2007, Mr. Perry was a senior
business advisor for Gilead Sciences, Inc., reporting to the CEO. Mr. Perry was an executive officer of Gilead from 1994 to April 2004, serving
in a variety of capacities, including general counsel, chief financial officer and executive vice president of operations, responsible for worldwide
sales and marketing, legal, manufacturing and facilities. From 1981 to 1994, Mr. Perry was with the law firm Cooley Godward Kronish LLP in
San Francisco and Palo Alto, serving as a partner of the firm from 1987 until 1994. Mr. Perry received his J.D. from the University of California,
Davis in 1980 and is a member of the California bar. Mr. Perry also serves as a member of the board of directors of NVIDIA Corporation and
Aerovance, Inc.

14
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Directors Continuing in Office until the Annual Meeting of Stockholders in 2009

Ted W. Love, M.D. has served as our president since January 2001, as our chief executive officer since March 2001, as a member of our Board of
Directors since February 2001, and as chairman of our Board of Directors since September 2005. Dr. Love served as our president and chief
operating officer from January 2001 until March 2001. Prior to joining us, Dr. Love served as senior vice president of development at
Theravance Inc. from 1998 to 2001 and as a research physician and vice president of product development at Genentech from 1992 to 1998.

Dr. Love holds a B.A. in molecular biology from Haverford College and an M.D. from Yale Medical School. Dr. Love also serves as a member
of the board of directors of Santarus, Inc., and Affymax, Inc.

Burton E. Sobel, M.D. has served as a member of our Board of Directors since September 2004. Since June 2005, Dr. Sobel has served as
professor of medicine and biochemistry at the University of Vermont and Fletcher Allen Health Care where he formerly served as chair of the
department of medicine from 1994 to June 2005. Dr. Sobel also serves as the director of the Cardiovascular Center for the University of
Vermont and Fletcher Allen Health Care, which he has done since 2002. Dr. Sobel served as senior counsel to the executive dean of the
University of Vermont College of Medicine and to the executive vice president of Fletcher Allen Health Care from 1996 to 1998. From 1994 to
1996, Dr. Sobel served as professor of medicine at Washington University in St. Louis, Missouri. Dr. Sobel received his M.D. from the Harvard
Medical School, magna cum laude, and his A.B. from Cornell University. Dr. Sobel is President for the Society for Experimental Biology and
Medicine, and also serves as a member of the board of directors of Ariad Pharmaceuticals, Inc., Clinical Data, Inc., and Intrexon, Inc.

Director Compensation

DIRECTOR COMPENSATION TABLE

The following table sets forth the compensation earned by or awarded to the Company s non-employee directors during the fiscal year ended
December 31, 2007:

Change in
Pension Value
and
Fees Nongqualified
Earned Non-Equity Deferred
or Paid Stock Option Incentive Plan  Compensation All Other
in Cash Awards Awards Compensation Earnings Compensation Total
Name (&) $) & ®Q $) $) $) $)
James R. Gavin III, M.D., Ph.D. $ 25,000 $ 127,286 $ 152,286
Mary K. Pendergast $ 30,000 $ 40,115 $ 70,115
Mark L. Perry $ 40,000 $ 40,115 $ 80,115
Kimberly Popovits $ 30,000 $ 40,115 $ 70,115
Burton E. Sobel, M.D. $ 35,000 $ 40,115 $ 75,115
Barry L. Zubrow(3) $ 40,000 $ 53,486 $ 93,486

(1) Amounts reflect stock-based compensation expense recognized for financial statement reporting purposes for the year ended December 31,
2007, in accordance with Statement of Financial Accounting Standards No. 123 (revised 2004), Share-Based Payment (SFAS 123R), and
include amounts attributable to awards granted in and before 2007. Amounts shown above exclude the impact of estimated forfeitures
related to service-based vesting conditions.

(2) The grant date fair values of options granted to each of the above directors in 2007 were as follows: $40,115 with respect to each of the
options granted to Dr. Gavin, Ms. Pendergast, Mr. Perry, Ms. Popovits and Dr. Sobel, and $53,486 with respect to the option granted to

16
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Mr. Zubrow. Grant date fair values were determined in accordance with SFAS 123R. Assumptions used in the valuation of stock options
are

17
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disclosed in Note 1 to the Company s Consolidated Financial Statements included in the Company s Annual Report on Form 10-K for the
year ended December 31, 2007, filed with the Securities and Exchange Commission on March 12, 2008. As of December 31, 2007, the
aforementioned directors held options to purchase the following number of shares of the Company s common stock: Dr. Gavin, 40,000
Ms. Pendergast, 84,166; Mr. Perry, 15,000; Ms. Popovits, 55,000; Dr. Sobel, 42,500; and Mr. Zubrow, 105,833.

(3) Mr. Zubrow resigned from the Board of Directors on December 19, 2007.

The Nominating and Corporate Governance Committee of the Board of Directors, in accordance with its Charter, is responsible for periodically
making recommendations to the Board with respect to the compensation of Board members. The Committee performed an evaluation of Board
member compensation in December 2007, and recommended no changes to Board member compensation, which recommendation was accepted
by the Board.

Annual Cash Retainer Fees

Each non-employee director is entitled to an annual retainer fee of $20,000. The Audit Committee chair is entitled to receive an additional
$20,000 for service as the Audit Committee chair. If a non-employee director is the chair of any other Committee, that director is entitled to
receive an additional $10,000 per chair. Each of the members of the Audit Committee, other than the chair, is entitled to receive an additional
$10,000 for his or her service on the Audit Committee. For membership on any other Committee, except for the chair of such Committee, a
non-employee director is entitled to receive an additional $5,000. Board members are not entitled to receive any other cash compensation for
their Board service. If a Board member were to resign or assume additional Board responsibilities within a year, the Board member s cash
compensation would be adjusted the next quarter to reflect the change. Finally, each director has the option to convert the previously mentioned
retainer fees into deferred stock units, in accordance with the terms of a deferred stock unit plan pursuant to our 2004 Equity Incentive Plan, or
2004 Plan.

Annual Stock Option Grants

On the date of the 2007 annual meeting of the stockholders, Mr. Zubrow, the then current vice chairman, received a fully vested option to

purchase 20,000 shares of the Company s common stock under the 2004 Equity Incentive Plan, or 2004 Plan, and all other non-employee
directors received a fully vested option to purchase 15,000 shares of the Company s common stock under the 2004 Plan. The purchase price for
these options is the average of the high and the low price for the Company s common stock on the date of the Company s 2007 annual meeting of
stockholders.

On the date of the 2008 annual meeting of the stockholders, Kimberly Popovits, the vice chair, will receive a fully vested option to purchase
20,000 shares of the Company s common stock under the 2004 Plan, and all other non-employee directors will receive a fully vested option to
purchase 15,000 shares of the Company s common stock under the 2004 Plan. The purchase price for these options will be the average of the
high and the low price for the Company s common stock on the date of the Company s 2008 annual meeting of stockholders.

Appointment Grants

If at any time the Board appoints a new, non-employee chairman of the Board, the new chairman will be granted an option to purchase 50,000
shares of the Company s common stock at the average of the high and the low price for the Company s common stock on the date of grant. If at
any time the Board appoints a new, non-employee vice chair of the Board, the new vice chair will be granted an option to purchase 35,000

shares of the Company s common stock at the average of the high and the low price for the Company s common stock on the date of grant. If at
any time the Board appoints a new non-employee director, the new director will be granted

18
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an option to purchase 25,000 shares of the Company s common stock at average of the high and the low price for the Company s common stock
on the date of grant. These grants of our common stock for appointments will vest 50% on the date of grant and 50% on the first year
anniversary of the date of grant.

The annual grants issued to our Board in 2007 were made, and the annual grants anticipated to be issued to our Board in 2008 will be made,
pursuant to the forms of Stock Option Agreement and Notice of Grant of Stock Option filed as exhibits to the Form 8-K filed on September 20,
2004, as amended in March 2005. In March 2005, the Compensation Committee approved the amendment of the form of Stock Option
Agreement for the members of our Board to provide that the period of exercisability of the stock option following termination of service as a
director will begin to run upon the expiration of any lock-up agreement that the director has entered into to facilitate a Company transaction,
rather than upon termination of Board service.

Board Independence and Corporate Governance

The Board of Directors has reviewed the relationships between each member of the Board of Directors, their immediate family members and
affiliates, and the Company. Accordingly, the Board has determined that Dr. Gavin, Ms. Pendergast, Mr. Perry, Ms. Popovits, and Dr. Sobel,
which individuals constitute a majority of the Board of Directors, qualify as independent directors in accordance with the listing standards of the
Nasdaq Global Market ( Nasdaq ). In 2007, the independent directors of the Board of Directors met three times without management or the
non-independent directors of the Board of Directors.

As part of its service, the Board of Directors strives to regularly evaluate the Company s corporate governance policies and to compare those
policies to standards established by current rules and regulations of various governmental authorities, other public companies and
recommendations of other corporate governance groups and authorities. In connection with this process of self-evaluation, the Board, upon
recommendation of its Nominating and Corporate Governance Committee, adopted a set of Corporate Governance Guidelines to assist in the
exercise of its responsibilities in serving the best interests of the Company and its stockholders. As part of its ongoing evaluation process, the
Board of Directors will continue to monitor best corporate governance practices. Based upon this process, the Board may from time to time
adopt additional policies or procedures to comply with new laws and legislation and any changes to rules made by the Securities and Exchange
Commission and Nasdagq.

In March 2007, the Board adopted an amended and restated Code of Business Conduct and Ethics (the Code of Conduct ) that applies to all of the
Company s directors, officers, and employees, and establishes the Company s expectations for its consultants, contractors, representatives, and
agents. The Code of Conduct promotes the ethi