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Dear Fellow Stockholders

In 2008 Sunesis underwent transformation into smaller leaner company with renewed

focus on the successful development and ultimate commercialization of voreloxin 2008 was

critical year for voreloxin as we enrolled over 190 patients across our studies Based upon the

positive clinical data readouts to date we believe that voreloxin has the potential to be

successful new therapeutic that provides significant benefit to cancer patients who have poor

prognosis with few if any treatment options

Voreloxin is not just another topoisomerase II inhibitor Voreloxin is first-in-class anticancer

quinolone derivative or AQD which exerts potent anticancer activity through proven

mechanism that involves intercalation into DNA and an inhibition of topoisomerase II activity

that results in replication-dependent site-selective double-strand breaks in DNA analogous to

the DNA damage induced by the quinolones in bacterial cells Voreloxin is differentiated

chemically and mechanistically from other clinically active topoisomerase II inhibitors It is not

P-glycoprotein P-gp substrate thereby evading the most common mechanism for multi-drug

resistance This may contribute to the voreloxin activity observed in anthracycline-resistant

patients Other important attributes that differentiate voreloxin from existing therapies are its

targeted DNA damage p53 family independence limited distribution to normal tissues relative

to anthracyclines and more chemically stable molecular structure which results in less free

radical formation and hence less potential for cardiotoxicity These attributes may contribute to

voreloxins broad therapeutic profile in patients as we have observed in our ongoing acute

myeioid leukemia AML and ovarian cancer studies

Patients with AML need and deserve better treatment alternatives The Leukemia and

Lymphorna Society estimates that over 13000 new cases of AML were diagnosed and

approximately 9000 deaths from AML occurred in the United States during 2007 AML is

generally disease of older adults with the median age of patients diagnosed with AML being

approximately 67 years majority of elderly patients are not considered candidates for standard

induction or decline therapy and of those patients who do receive standard therapy many of

them never respond of relapse after an initial response With no real change to the standards of

care over the last 30 years there is an acute need for new treatment options Voreloxin is

currently being studied in two phase studies in AML single-agent voreloxin in frontline

elderly AML patients unlikely to benefit from standard induction chemotherapy the REVEAL-i

trial and voreloxin combined with fixed dose of cytarabine in patients with relapsedlrefractory

AML To date voreloxin either as single agent or combined with cytarabine has resulted in

over 40 complete remissions in clinical studies This compelling emerging data combined with

the growing support of voreloxin by AML thought leaders especially our principal clinical trial

investigators enable us to prepare for important interactions later this year with the U.S Food

and Drug Administration or the FDA as we plan to launch pivotal study soon thereafter

Nearly all patients with ovarian cancer eventually become resistant to platinum-based

therapies Unfortunately typical response rates in women with platinum-resistant disease are in

the high single-digits to the low teens with nearly half of the women succumbing to their cancer

in less than year Whats more like AML patients with platinum-resistant ovarian cancer are

vastly underserved and in need of new therapies In late 2008 we completed enrollment of our

phase trial of single-agent voreloxin in women with platinum-resistant ovarian cancer Over

130 women have been treated with voreloxin across three different dosing schedules At dose

of 48 mg/rn2 of voreloxin given every three weeks the response rate was similar to current

treatment standards Of note two patients in this cohort achieved complete response CR and

other patients who had previously failed typical treatment standards such as Doxil responded



or achieved prolonged stable disease The data on the other dosing cohorts are still maturing and

will be presented later this year Voreloxin has demonstrated clear activity in ovarian cancer and

we believe has likely role in the treatment of other solid tumors including breast cancer Our

ultimate solid tumor development and regulatory strategy will be driven by the final data of this

study along with additional capital and resources from investors and corporate partners

We have the people the will the desire the resources and the drug Over the past year despite

an extremely challenging external environment our goal has remained the same focus all our

resources human financial and otherwise to smartly and expeditiously move voreloxin through

the clinic into pivotal trials along an efficient path to FDA approval Given the high unmet

medical need together with the commercial attractiveness and positive data readouts to date

from our ongoing phase studies we have prioritized voreloxins initial development and

regulatory efforts in AML The recent private placement of up to $43.5 million of our equity

securities of which the first $10.0 million was received in April 2009 and the remainder of

which is subject to various conditions has enabled us to continue to execute against this strategy

and speaks to the confidence of our new investors in voreloxin and the team directing its

development

All of us here at Sunesis are driven by the passion to bring new cancer therapeutics to the

market that ultimately extend patients lives am continuously impressed by the dedication of

my fellow colleagues at Sunesis and am grateful for their individual and combined achievements

We look forward to building on the strong momentum of the voreloxin program as we advance

into substantive FDA interactions later this year and prepare for the launch of our pivotal clinical

program

Thank you for your continued interest and support of our important mission

Daniel Swisher Jr

Chief Executive Officer and President

This letter contains forward-looking statements including without limitation statements related to the potential

safety efficacy and commercial potential of voreloxin planned additional clinical testing and development efforts

for voreloxin the timing of enrollment in the ongoing clinical trials of voreloxin and interactions with the FDA and

the completion of the tranched financing Words such as believe benefit look forward positive

potential and prepare and similar expressions are intended to identif forward-looking statements These

forward-looking statements are based upon Sunesis current expectations Forward-looking statements involve risks

and uncertainties Sunesis actual results and the timing of events could differ materially from those anticipated in

such forward-looking statements as result of these risks and uncertainties which include without limitation risks

related to the satisfaction of the conditions to the completion of the financing transaction and Sunesis need for

additional funding the risk that Sunesis development activities for voreloxin including enrollment and reporting of

results could be halted significantly or delayed for various reasons the risk that Sunesis clinical trials for voreloxin

may not demonstrate safety or efficacy or lead to regulatory approval the risk that preliminary data and trends may
not be predictive of future data or results the risk that Sunesis preclinical studies and clinical trials may not satisfy

the requirements of the FDA or other regulatory agencies and risks related to the conduct of Sunesis clinical trials

and manufacturing These and other risk factors are discussed under Risk Factors and elsewhere in Sunesis

Quarterly Report on Form O-Q for the quarter ended March 31 2009 and other filings with the Securities and

Exchange Commission Sunesis expressly disclaims any obligation or undertaking to release publicly any updates or

revisions to any forward-looking statements contained herein to reflect any change in the companys expectations

with regard thereto or any change in events conditions or circumstances on which any such statements are based
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sunesis
SUNESIS PHARMACEUTICALS INC

395 Oyster Point Boulevard Suite 400

South San Francisco CA 94080

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To be held on June 18 2009

To the Stockholders of Sunesis Pharmaceuticals Inc

The 2009 annual meeting of stockholders of Sunesis Phannaceuticals Inc Sunesis will beheld on Thursday June 18 2009 at 1000 a.m
local time at our headquarters located at 395 Oyster Point Boulevard Suite 400 South San Francisco California 94080 for the following purposes

To elect two directors nominated by the Board of Directors to serve until the 2012 annual meeting of stockholders one director nominated by
the Board of Directors to serve until the 2011 annual meeting of stockholders and one director nominated by the Board of Directors to serve

until the 2010 annual meeting of stockholders each as described in the accompanying proxy statement

To approve the issuance of Sunesis equity securities and certain related transactions pursuant to the securities purchase agreement entered

into by and among Sunesis and certain investors on March 31 2009 providing for private placement of up to $43.5 million of Sunesis

equity securities as described in the accompanying proxy statement copy of the securities purchase agreement is attached as Annex to

the accompanying proxy statement

To approve an amendment to Sunesis amended and restated certificate of incorporation in order to effect reverse stock split of the issued

and outstanding shares of Sunesis common stock and preferred stock copy of the amendment to Sunesis amended and restated certificate

of incorporation to effect the reverse stock
split

is attached as Annex to the accompanying proxy statement

To approve an amendment to Sunesis amended and restated certificate of incorporation to increase the number of authorized shares of

common stock from 100000000 to 400000000 and to increase the number of authorized shares of preferred stock from 5000000 to

10000000 copy of the amendment to Sunesis amended and restated certificate of incorporation to effect the foregoing changes is attached

as Annex to the accompanying proxy statement

To consider and vote upon an adjournment of the annual meeting if necessary if quorum is present to solicit additional parties if there are

not sufficient votes in favor of Proposals No No and No

To transact any other business that may properly come before the annual meeting or any adjournment or postponement thereof

These items of business are more fully described in the proxy statement accompanying this Notice The record date for the annual meeting is

May 2009 Only stockholders of record at the close of business on that date are entitled to notice of and to vote at the annual meeting and any
adjournment or postponement thereof

By Order of the Board of Directors

South San Francisco California

May 20 2009 Eric Bjerkholt

Senior Vice President Corporate Development and Finance Chief Financial

Officer and Corporate Secretary

You are cordially invited to attend the annual meeting in person Whether or not you expect to attend the annual meeting please

complete date sign and return the enclosed proxy or vote over the telephone or the Internet as instructed in these materials as promptly as

possible in order to ensure your representation at the annual meeting return envelope which is postage prepaid if mailed in the United

States has been provided for your convenience Even if you have voted by proxy you may still vote in person if you attend the annual

meeting Please note however that if your shares are held of record by broker bank or other nominee and you wish to vote at the annual

meeting you must obtain proxy issued in your name from that record holder

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Stockholders
to be Held at 1000 a.m Pacific Time on Thursday June 18 2009 at Sunesis Pharmaceuticals Inc

located at 395 Oyster Point Boulevard Suite 400 South San Francisco CA 94080

The proxy statement and annual report to stockholders are available at https//materials.proxyvote.com/867328

The Board of Directors recommends that you vote FOR each of the proposals identified above
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sunesis
SUNESIS PHARMACEUTICALS INC

PROXY STATEMENT FOR THE 2009 ANNUAL MEETING OF STOCKHOLDERS

JUNE 18 2009

INFORMATION CONCERNING SOLICITATION AND VOTING

General

This proxy statement is furnished to our stockholders in connection with the solicitation of proxies by the Board of Directors of Sunesis

Pharmaceuticals Inc which we sometimes refer to herein as the Company Sunesis or we for our 2009 annual meeting of stockholders or Annual

Meeting to be held on June 18 2009 and any adjournment continuation or postponement thereof for the purposes set forth in the attached Notice of

Annual Meeting of Stockholders Our principal executive office is located at 395 Oyster Point Boulevard Suite 400 South San Francisco California

94080 Directions to the Annual Meeting may be found at www.sunesis.com copy of our Annual Report on Form 10-K and our Annual Report as

amended on Form 10-K/A for the year ended December 31 2008 and this proxy statement and the accompanying proxy card are first being distributed

to stockholders on or about May 20 2009

Solicitation

The expenses of preparing printing and assembling the materials used in the solicitation of proxies on behalf of the Board of Directors will be

borne by us In addition to the solicitation of proxies by use of the mail we may utilize the services of certain of our officers and employees who will

receive no compensation in addition to their regular salaries to solicit proxies personally and by mail telephone and electronic means from brokerage

houses and other stockholders Also we have retained American Stock Transfer Trust Company or AST to aid in the distribution and solicitation of

proxies AST will receive customary fee of $1000 as well as reimbursement for certain expenses all of which will be paid for by us We may also

reimburse brokerage firms banks and other agents for the cost of forwarding proxy materials to beneficial owners

Voting Rights and Outstanding Shares

Our common stock and Series preferred stock are the only types of securities entitled to vote at the Annual Meeting Each share of common

stock and Series preferred stock entitles the holder of record thereof at the close of business on May 2009 to notice of and to vote on each of the

matters to be voted upon at the Annual Meeting subject to the NASDAQ voting requirements applicable to Proposals No and No as described in

more detail below There are no statutory or contractual rights of appraisal or similar remedies available to those stockholders who dissent from any
matter to be acted on at the Annual Meeting Cumulative voting is not available and each share of common stock is entitled to one vote per share of

common stock and each share of Series preferred stock is entitled to ten votes per each share of Series preferred stock

Unless otherwise instructed shares represented by executed proxies in the form accompanying this proxy statement will be voted as follows

FOR the election of two directors nominated by the Board of Directors to serve until the 2012 annual meeting of stockholders

one director nominated by the Board of Directors to serve until the 2011 annual meeting of stockholders and one director

nominated by the Board of Directors to serve until the 2010 annual meeting of stockholders Proposal No

FOR the issuance of Sunesis equity securities and certain related transactions pursuant to the securities purchase agreement
entered into by and among Sunesis and certain investors on March 31 2009 providing for private placement of up to $43.5

million of our equity securities Proposal No

FOR an amendment to our amended and restated certificate of incorporation in order to effect reverse stock split of the issued

and outstanding shares of our common stock and preferred stock Proposal No

FOR an amendment to our amended and restated certificate of incorporation to increase the number of authorized shares of our

common stock to 400000000 and to increase the number of authorized shares of our preferred stock to 10000000 Proposal

No

FOR an adjournment of the Annual Meeting if necessary if quorum is present to solicit additional proxies Proposal No
and



At the proxyholders discretion on such other matters if any that may come before the Annual Meeting

Voting Quorum Abstentions and Voting Requirements

In order to conduct any business at the Annual Meeting quorum must be present in person or represented by valid proxy majority of the

outstanding shares of the capital stock entitled to vote at the Annual Meeting present or represented by proxy constitutes quorum As of May

2009 the record date for the Annual Meeting we had 34409768 shares of common stock outstanding and entitled to vote and 2898554 shares of

preferred stock outstanding and entitled to vote Your shares will be counted towards the quorum only if you submit valid proxy or one is submitted

on your behalf by your broker bank or other nominee holding your shares in street name or if you vote in person at the Annual Meeting

Votes will be counted by the inspector of election appointed for the Annual Meeting who will separately count FOR and WITHHELD votes

with respect to Proposal No and with respect to all proposals other than Proposal No AGAINST votes and abstentions Abstentions will be

counted towards the vote total with respect to all proposals other than Proposal No and will have the same effect as AGAINST votes In the event

that broker banic custodian nominee or other record holder of our common stock or preferred stock indicates on proxy that it does not have

discretionary authority to vote certain shares on particular matter which is called broker non-vote those shares will be counted for the purposes of

establishing quorum but will not be counted for any purpose in determining whether proposal has been approved except for Proposals No and

No For Proposals No and No broker non-votes will have the same effect as AGAINST votes An automated system administered by AST will

tabulate all votes cast at the Annual Meeting

For Proposal No ito be approved the two nominees nominated by the Board of Directors to serve as Class directors whose terms will

expire at our 2012 annual meeting of stockholders must receive the most FOR votes among votes properly cast in person or by proxy of

nominees for the vacancies in such director class in order to be elected the one nominee nominated by the Board of Directors to serve as

Class III director whose term will expire at our 2011 annual meeting of stockholders must receive the most FOR votes among votes

properly cast in person or by proxy of nominees for the vacancy in such director class in order to be elected and the one nominee

nominated by the Board of Directors to serve as Class II director whose term will expire at our 2010 annual meeting of stockholders

must receive the most FOR votes among votes properly cast in person or by proxy of nominees for the vacancy in such director class in

order to be elected Only votes FOR or WITHHELD will affect the outcome The director nominees listed in Proposal No will be

elected by plurality of the votes of the shares present or represented by proxy at the Annual Meeting and entitled to vote on the election

of directors

To be approved Proposal No the issuance of Sunesis equity securities and certain related transactions pursuant to the securities

purchase agreement entered into by and among Sunesis and certain investors on March 31 2009 must receive FOR vote from the

majority of the outstanding shares entitled to vote and present either in person or by proxy at the Annual Meeting and must comply with

certain NASDAQ voting requirements as described in Proposal No If you ABSTAIN from voting it will be counted towards the

tabulation of votes cast on the proposal and will have the same effect as an AGAINST vote Broker non-votes will have the same effect as

AGAINST votes

To be approved Proposal No an amendment to our amended and restated certificate of incorporation to effect reverse stock split

must receive FOR vote from majority of the outstanding shares entitled to vote either in person or by proxy at the Annual Meeting If

you ABSTAIN from voting it will be counted towards the tabulation of votes cast on the proposal and will have the same effect as an

AGAINST vote

To be approved Proposal No an amendment to our amended and restated certificate of incorporation to increase the number of

authorized shares of our common stock to 400000000 and to increase the number of authorized shares of our preferred stock to

10000000 must receive FOR vote from majority of the outstanding shares entitled to vote either in person or by proxy at the Annual

Meeting as well as FOR vote from majority of the outstanding shares entitled to vote and present in person or by proxy at the Annual

Meeting in compliance with certain NASDAQ voting requirements as described in Proposal No If you ABSTAIN from voting it will

have the same effect as an AGAINST vote Broker non-votes will have the same effect as AGAINST votes

To be approved Proposal No an adjournment of the Annual Meeting if necessary if quorum is present to solicit additional proxies

must receive FOR vote from the majority of the outstanding shares entitled to vote and present either in person or by proxy at the

Annual Meeting If you ABSTAIN from voting it will be counted towards the tabulation of votes cast on the proposal and will have the

same effect as an AGAINST vote

Voting Procedures and Options

The procedures for voting are fairly simple

Stockholder of Record Shares Registered in Your Name

If you are stockholder of record you may vote in person at the Annual Meeting vote by proxy using the enclosed proxy card vote by proxy

over the telephone or vote by proxy via the Internet Whether or not you plan to attend the Annual Meeting we urge you to vote by proxy to ensure

your vote is counted You may still attend the Annual Meeting and vote in person even if you have already voted by proxy

To vote in person come to the Annual Meeting and we will give you ballot when you arrive



To vote using the proxy card simply complete sign and date the enclosed proxy card and return it promptly in the envelope provided If

you return your signed proxy card to us before the Annual Meeting we will vote your shares as you direct

To vote over the telephone dial toll-free 1-800-776-9437 in the United States and 1-718-921-8500 outside the United States using

touch-tone phone and follow the recorded instructions You will be asked to provide the company number and control number from the

enclosed proxy card Your vote must be received by 1159p.m Eastern Time on June 17 2009 to be counted

To vote via the Internet go to www.voteproxy.com to complete an electronic proxy card You will be asked to provide the company
number and control number from the enclosed proxy card Your vote must be received by 1159 p.m Eastern Time on June 17 2009 to

be counted

Beneficial Owner Shares Registered in the Name of Bank Broker or Other Nominee

Most beneficial owners whose stock is held in the name of bank broker or other nominee or street name will receive instructions for

granting proxies from their banks brokers or other nominees rather than our proxy card If your shares are held in street name you will need to obtain

proxy form from the institution that holds your shares and follow the instructions included on that form regarding how to instruct your broker or

other nominee holding the shares to vote your shares Broker non-votes occur when beneficial owner of shares held in street name does not give

instructions to the broker or nominee holding the shares as to how to vote on matters deemed non-routine Generally if shares are held in street

name the beneficial owner of the shares is entitled to give voting instructions to the broker or nominee holding the shares If the beneficial owner does

not provide voting instructions the broker or nominee can still vote the shares with respect to matters that are considered to be routine but not with

respect to non-routine matters Under the rules and interpretations of the New York Stock Exchange non-routine matters are generally those

involving matter that may substantially affect the rights or privileges of stockholders such as mergers or stockholder proposals Proposal No and

Proposal No are considered non-routine and if you do not provide voting instructions your broker or other nominee will not be able to vote your
shares with respect to these proposals

For admission to the Annual Meeting stockholders may be asked to present proof of identification and statement from their bank broker or

other nominee reflecting their beneficial ownership of our common stock or preferred stock as of May 2009 as well as proxy from the record

holder to the stockholder

We provide Internet proxy voting to allow you to vote your shares online with procedures designed to ensure the authenticity and correctness

of your proxy vote instructions However please be aware that you must bear any costs associated with your Internet access such as usage

charges from Internet access providers and telephone companies

Shares Registered in the Name of Stockholder

Shares may only be voted by or on behalf of the record holder of shares as indicated in our stock transfer records If you are stockholder of

record you are requested either to vote in person at the Annual Meeting over the telephone via the Internet or to complete sign and date the enclosed

proxy card and return it in the enclosed envelope The envelope requires no postage if mailed in the United States If you return your signed proxy card

to us before the Annual Meeting we will vote your shares as you direct 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 Annual Meeting FOR each of the nominees named in Proposal No and

FOR each of Proposals No through No With respect to any other business which may properly come before the Annual Meeting or any

adjournment or postponement thereof and submitted to vote of stockholders proxies will be voted in accordance with the best judgment of the

designated proxyholder

Revocability of Proxies

You may revoke your proxy at any time before it is voted at the Annual Meeting by

delivering written notice of revocation to our Corporate Secretary at Sunesis Pharmaceuticals Inc 395 Oyster Point Boulevard Suite

400 South San Francisco California 94080 or in person at the Annual Meeting

submitting later dated proxy or

attending the Annual Meeting and voting in person

Your attendance at the Annual Meeting will not by itself constitute revocation of your proxy



Recent Events

On March 31 2009 we entered into securities purchase agreement with accredited investors including certain members of our management

and entities affiliated with them providing for private placement of up to $43.5 million of our equity securities in three separate closings collectively

referred to as the Private Placement The Private Placement contemplates the sale of up to $15.0 million of units consisting of Series preferred stock

and warrants to purchase conunon stock in two closings of which $10.0 million of units were sold in an initial closing held on April 2009 The

additional $5.0 million of units may be sold in second closing and up to $28.5 million of common stock may be sold in separate common equity

closing each of which is subject to certain conditions as more fully
described in Proposal No

Our common stock is listed on The NASDAQ Global Market which is governed by the Marketplace Rules of The NASDAQ Stock Market

LLC or NASDAQ NASDAQ requires stockholder approval in connection with the issuance of an additional $5.0 million of our Series preferred

stock and warrants to purchase common stock that may be issued in the second closing of the Private Placement and the issuance of up to $28.5 million

of our common stock that may be issued in the common equity closing of the Private Placement As result we are seeking stockholder approval at the

Annual Meeting for the issuance of our equity securities and certain related transactions pursuant to the Private Placement as more fully described in

Proposal No

Interest of Certain Persons in Matters to be Acted Upon

Entities affiliated with Daniel Swisher Jr our Chief Executive Officer and President Eric Bjerkholt our Senior Vice President

Corporate Development and Finance Chief Financial Officer and Corporate Secretary and Steven Ketchum Ph.D our Senior Vice President

Research and Development as well as entities affiliated with Edward Hurwitz and Dayton Misfeldt members of our Board of Directors participated in

the initial closing of the Private Placement See Certain Relationships and Related Party Transactions on page 39 of this proxy statement for

additional information

Limits on Voting

Our common stock is listed on The NASDAQ Global Market NASDAQ requires that majority of the outstanding shares entitled to vote and

present either in person or by proxy approve Proposals No and No NASDAQ further stipulates that shares that were issued as part of the Private

Placement described in Proposal No may not be counted toward the vote total of Proposals No and No for purposes of meeting the NASDAQ

requirements as such proposals deal directly with the transaction pursuant to which such shares were issued For these proposals for purposes of

meeting the NASDAQ requirements the shares of our Series preferred stock acquired in the Private Placement and any common stock issued upon

conversion thereof or upon exercise of the warrants issued in the initial closing will be counted only for the purpose of determining if quorum is

present will not be counted toward the vote total of these proposals and will not be included in the number of shares outstanding for purposes of

determining if majority of the shares entitled to vote and present either in person or by proxy at the Annual Meeting have approved these proposals

Results of the Annual Meeting

Preliminary voting results will be announced at the Annual Meeting Final voting results will be published in our quarterly report on Form 10-

for the second quarter of 2009

Internet Availability of Proxy Materials

This proxy statement our Annual Report on Form 10-K and our Annual Report as amended on Form 0-KIA for the year ended December 31

2008 are available at https//materials.proxyvote.com1867328

Availability of Our Independent Registered Public Accounting Firm

Representatives of Ernst Young LLP our independent registered public accounting firm are expected to be present at the Annual Meeting

They will have an opportunity to make statement if they so desire and will be available to respond to appropriate questions For additional

information regarding the Audit Committee and its activities with Ernst Young LLP see Information Regarding Our Board of Directors and

Corporate Governance and Report of the Audit Committee of the Board of Directors

YOUR VOTE IS IMPORTANT ACCORDINGLY PLEASE COMPLETE SIGN AND

RETURN THE ACCOMPANYING PROXY CARD WHETHER OR NOT YOU PLAN TO
ATTEND THE ANNUAL MEETING IN PERSON



PROPOSAL NO.1

ELECTION OF NOMINEES TO THE BOARD OF DIRECTORS

Our Board of Directors or our Board consists of eight members with one current vacancy and is divided into three classes of directors

serving staggered three-year terms Directors for each class are elected at the annual meeting of stockholders held in the year in which the term for their

class expires and hold office until their earlier death resignation or removal or their successors are duly elected and qualified In accordance with our

amended and restated certificate of incorporation and bylaws our Board may fill existing vacancies on the Board by appointment

The term of office of the four current Class directors will expire at the Annual Meeting There are four directors eligible for nomination

Proxies cannot be voted for more than four persons The two nominees for Class director are Edward Hurwitz and Dayton Misfeldt both of whom

currently serve as Class directors and were appointed by our Board in April 2009 in accordance with the terms of that certain Investor Rights

Agreement as more fully
described in the section titled Certain Relationships and Related Party Transactions Investor Rights Agreements If

elected at the Annual Meeting each of these nominees would serve until our 2012 annual meeting of stockholders and until his successor is elected and

qualified or if sooner until his death resignation or removal In addition there is one nominee for election as Class II director James Young
Ph.D whose term of office would expire at the annual meeting of stockholders in 2010 and one nominee for election as Class III director David

Stump M.D whose term of office would expire at the annual meeting of stockholders in 2011 There is currently one additional Class II director

whose term expires at the annual meeting of stockholders in 2010 and two additional Class III directors whose terms expire at the annual meeting of

stockholders in 2011

Directors are elected by plurality of the votes of the shares present in person or represented by proxy and entitled to vote at the meeting The

two nominees nominated by the Board of Directors to serve as Class directors whose terms will expire at our 2012 annual meeting of stockholders

must receive the most FOR votes among votes properly cast in person or by proxy of nominees for the vacancies in such director class in order to be

elected the one nominee nominated by the Board of Directors to serve as Class III director whose term will expire at our 2011 annual meeting of

stockholders must receive the most FOR votes among votes properly cast in person or by proxy of nominees for the vacancy in such director class in

order to be elected and the one nominee nominated by the Board of Directors to serve as Class II director whose term will expire at our 2010 annual

meeting of stockholders must receive the most FOR votes among votes properly cast in person or by proxy of nominees for the vacancy in such

director class in order to be elected Shares represented by executed proxies will be voted if authority to do so is not withheld FOR the election of the

nominees named below Only votes FOR or WITHHELD will affect the outcome Each nominee has indicated his willingness to serve if elected Our

management has no reason to believe that any nominee will be unable to serve In the event that any of the nominees should be unavailable for election

as result of an unexpected occurrence shares represented by executed proxies will be voted for the election of substitute nominee proposed by

management

Pursuant to an Investor Rights Agreement Growth Equity Opportunities Fund LLC or GEO together with its affiliates has the right to

designate one investor designee to the Board To date GEO has not exercised its right to designate director for election to our Board but may
exercise such right in the future subject to the terms of the Investor Rights Agreement as more fully

discussed below in the section titled Certain

Relationships and Related Party Transactions Investor Rights Agreements

The following table sets forth information as of April 10 2009 with respect to our directors including the four persons nominated for election

by our Board at the Annual Meeting

Name Director Since

James Young Ph.D 64 2000

Daniel Swisher Jr 46 2004

Matthew Fust 44 2005

Homer Pearce Ph.D 56 2006

David Stump M.D 59 2006

Edward Hurwitz 45 2009

Dayton Misfeldt 35 2009

The principal occupations and positions of our directors including the four persons nominated for election by our Board at the Annual

Meeting for at least the past five years are as follows

Class Nominees for Election to the Board of Directors for Three-Year Term Expiring in 2012

Edward Hurwitz has served as director of Alta Partners venture capital firm since June 2002 From June 1997 to October 2002 Mr
Hurwitz served as Senior Vice President and Chief Financial Officer of Affymetrix Inc microarray technology company From April 1994 to June

1997 Mr Hurwitz was biotechnology research analyst for Robertson Stephens Company and from April 1992 to April 1994 was biotechnology

research analyst for Smith Barney Shearson From November 1990 to April 1992 Mr Hurwitz practiced commercial law at Cooley Godward

LLP Mr Hurwitz holds B.A in Molecular Biology from Cornell University J.D from the University of California Berkeley Boalt Hall School of

Law and an M.B.A from the Haas School of Business Mr Hurwitz was appointed as director pursuant to the Investor Rights Agreement executed in

connection with Alta Partners purchase of our securities in the Private Placement See Certain Relationships and Related Party Transactions

Investor Rights Agreements for description of this agreement



Dayton Misfeldt is an Investment Partner at Bay City Capital LLC venture capital firm and focuses on biopharinaceutical investment

opportunities Prior to joining Bay City Capital in May 2000 Mr Misfeldt was Vice President at Roth Capital Partners where he worked as sell-

side analyst covering the biopharmaceutical industry Mr Misfeldt has also worked as Project Manager at LifeScience Economics Mr Misfeldt

received B.A in Economics from the University of California San Diego Mr Misfeldt was appointed as director pursuant to the Investor Rights

Agreement executed in connection with Bay City Capitals purchase of our securities in the Private Placement See Certain Relationships and

Related Party Transactions investor Rights Agreements for description of this agreement

Class II Nominee for Election to the Board of Directors for One-Year Tern Expiring in 2010

James Young Ph.D served as Executive Chairman of our Board from December 2003 to April 2009 and has served as non-executive

Chairman of our Board since April 2009 From May 2000 to November 2003 Dr Young served as our Chief Executive Officer In April 2006 he

joined 5AM Ventures venture capital firm as Venture Partner From September 1995 to March 2000 Dr Young served as Vice President of

Research as Senior Vice President Research and Development and as Group Vice President at ALZA Corporation pharmaceutical company From

September 1992 to August 1995 Dr Young served as Senior Vice President for Business Development and as President of the Pharmaceuticals

Division of Affmax NV biophannaceutical company From September 1987 to August 1992 he served as Senior Vice President for Business

Development and as Senior Vice President and General Manager of the Pharmaceuticals Division at Sepracor Inc pharmaceutical company

Dr Young holds B.S in Chemistry from Fordham University and Ph.D in Organic Chemistry from Cornell University

Class III Nominee for Election to the Board of Directors for Two-Year Term Expiring in 2011

David Stump MD is Executive Vice President Research and Development at Human Genome Sciences Inc biopharmaceutical

company and has served at that company since November 1999 From December 2003 to May 2007 Dr Stump served as Executive Vice President of

Drug Development at Human Genome Sciences and from November 1999 to December 2003 as its Senior Vice President Drug Development Prior

to joining Human Genome Sciences Dr Stump held roles of increasing responsibility at Genentech Inc biopharmaceutical company from 1989 to

1999 including Vice President Clinical Research and Genentech Fellow Prior to joining Genentech Dr Stump was an Associate Professor of

Medicine and Biochemistry at the University of Vermont Since September 2006 Dr Stump has served as consultant to Sunesis reviewing assessing

and advising us on our development plans and strategies Dr Stump is member of the Board of Trustees of Adventist HealthCare and Earlham

College Dr Stump holds an A.B from Eariham College and an M.D from Indiana University and did his residency and fellowship training in internal

medicine hematology oncology and biochemistry at the University of Iowa

Class II Director Whose Term Will Expire in 2010

Homer Pearce Ph.D served in various capacities at Eli Lilly Company between 1979 and March 2006 including Vice President Cancer

Research and Clinical Investigation from 1994 to 2002 and Distinguished Research Fellow Cancer Research Lilly Research Laboratories from 2002

to March 2006 Since August 2006 Dr Pearce has served as consultant to Sunesis reviewing assessing and advising us on our development plans

and strategies He is member of the American Association for Cancer Research the American Chemical Society and the American Association for

the Advancement of Science Dr Pearce holds B.S from Texas AM University and Ph.D in Organic Chemistry from Harvard University

Class III Directors Whose Terms Will Expire in 2011

Matthew Fust has been Executive Vice President and Chief Financial Officer at Onyx Pharmaceuticals Inc biopharmaceutical company

since January 2009 Prior to joining Onyx Mr Fust was Executive Vice President and Chief Financial Officer at Jazz Pharmaceuticals Inc

pharmaceutical company which he joined in May 2003 From May 2002 to May 2003 Mr Fust was Chief Financial Officer at Perlegen Sciences Inc

biotechnology company From June 1996 to January 2002 Mr Fust was with ALZA Corporation first as Controller and then as Chief Financial

Officer Mr Fust holds B.A in Accounting from the University of Minnesota and an M.B.A from the Stanford Graduate School of Business

Daniel Swisher Jr has served as our Chief Executive Officer or CEO and member of our Board since January 2004 and also as our

President since August 2005 From December 2001 to December 2003 he served as our Chief Business Officer and Chief Financial Officer From June

1992 to September 2001 Mr Swisher served in various management roles including Senior Vice President of Sales and Marketing for ALZA

Corporation In 2007 Mr Swisher joined the Board of Directors of the Okizu Foundation an organization that provides support to families affected by

childhood cancers Mr Swisher holds B.A in History from Yale University and an M.B.A from the Stanford Graduate School of Business

There are no family relationships among any of our executive officers directors or persons nominated to become directors

THE BOARD OF DIRECTORS RECOMMENDS
VOTE FOR THE DIRECTOR NOMINEES

NOMINATED IN PROPOSAL NO.



PROPOSAL NO.2

APPROVAL OF PRIVATE PLACEMENT TRANSACTIONS INCLUDING POTENTIAL ISSUANCES OF
ADDITIONAL EQUITY SECURITIES

Background

On March 31 2009 we entered into securities purchase agreement or the Securities Purchase Agreement with accredited investors

including certain members of our management and entities affiliated with them providing for the Private Placement pursuant to which we may sell and

issue up to $43.5 million of our equity securities in three separate closings The Private Placement contemplates the sale of up to $15.0 million of units

consisting of Series preferred stock and warrants to purchase common stock in two closings of which $10.0 million of units were sold in an initial

closing held on April 2009 The additional $5.0 million of units may be sold in second closing and up to $28.5 million of common stock may be

sold in separate common equity closing each of which is subject to certain conditions as more fully described under the heading Securities

Purchase Agreement below

We are seeking approval of our stockholders for the issuance of the additional $5.0 million of units that may be sold in the Private Placement

the shares of our common stock issuable upon conversion of the Series preferred stock and exercise of the warrants included in the units up to $28.5

million of shares of common stock that may be sold in separate common equity closing and the issuance of up to 43478110 shares of our common

stock that may be issued upon the exercise of warrants issued and issuable pursuant to the Private Placement or collectively the Transactions in order

to comply with the stockholder approval requirements of the Marketplace Rules of The NASDAQ Stock Market LLC or NASDAQ implicated by the

Transactions and any other matters covered by this proposal

NASDAQ Marketplace Rules Stockholder Approval Requirements

We are subject to the NASDAQ Marketplace Rules because our common stock is listed on The NASDAQ Global Market The Transactions

implicate certain of the Marketplace Rules requiring prior stockholder approval in order to maintain our listing on The NASDAQ Global Market

including the following which are referred to as the NASDAQ Share Limitations

Marketplace Rule 5635b requires stockholder approval when any issuance or potential issuance will result in change of control of the

issuer and

Marketplace Rule 5635d requires stockholder approval of any sale issuance or potential issuance of common stock or securities

convertible into or exercisable for common stock equal to 20% or more of the common stock outstanding or 20% or more of the voting

power outstanding before such issuance for price less than the greater of book or market value of the common stock at the time of such

issuance

NASDAQ has not adopted any rule on what constitutes change of control for purposes of Marketplace Rule 5635b However NASDAQ
has previously indicated that the acquisition of or right to acquire by single investor or affiliated investor group as little as 20% of the common

stock or securities convertible into or exerciable for common stock or voting power on post-transaction basis of an issuer could constitute change
of control The equity securities we issued in the initial closing of Private Placement did not constitute change of control for purposes of Marketplace

Rule 5635b in part to due to participation in the Private Placement by certain of our existing stockholders However the Private Placement involves

the potential issuance by us in the Transactions of significant additional shares of common stock and securities potentially convertible into or

exercisable for common stock which would result in the acquisition by single investor together with its affiliates and when aggregated with the

shares sold to such investor in the initial closing of the Private Placement of an amount of our securities that could be sufficient to be deemed to

constitute change of control by NASDAQ for purposes of Marketplace Rule 5635b As result the acquisition of our securities by any investor

pursuant to the Private Placement that may be deemed to exceed the share threshold constituting change of control for purposes of Marketplace Rule

5635b requires your approval Absent such approval we could be limited to issuing no more equity securities in the Private Placement than already

sold in the initial closing on April 2009 in order to comply with Marketplace Rule 563 5b

The Series preferred stock and warrants to purchase common stock we issued in the initial closing of the Private Placement were issued in

compliance with the 20% share limitation under Marketplace Rule 5635d as the units were issued at the greater of book or market value However
the Series preferred stock warrants to purchase common stock and common stock issuable by us in the Transactions will result to the extent they

occur and when taken together with the Series preferred stock and related warrants issued in the initial closing of the Private Placement in the

issuance by us of securities in excess of the 20% cap set by Marketplace Rule 5635d and at purchase price or exercise price as applicable that may
be below the market value of our common stock on the date of such issuances As result we are seeking your approval of the Transactions Absent

such approval of this proposal we could be prohibited from issuing the equity securities contemplated by the Transactions pursuant to the Private

Placement



In addition pursuant to Marketplace Rule 5635c to the extent that we issue equity securities contemplated by the Transactions to any of our

executive officers or directors at purchase price below the market value of our common stock on the date of such issuances such issuances will be

deemed by NASDAQ to be an executive compensation arrangement requiring stockholder approval under Marketplace Rule 5635c Certain entities

affiliated with Daniel Swisher Jr our Chief Executive Officer and President Eric Bjerkholt our Senior Vice President Corporate Development

and Finance Chief Financial Officer and Corporate Secretary and Steven Ketchum Ph.D our Senior Vice President Research and Development

as well as certain entities affiliated with two of our directors Edward Hurwitz and Dayton Misfeldt participated in the initial closing of the Private

Placement and may participate in the additional closings of the Private Placement covered in the Transactions potentially at purchase price below the

market value of our common stock on the date of such issuances By approving this proposal you will be approving the participation of our executive

officers and directors and their affiliated entities that are parties to the Securities Purchase Agreement in the Transactions to the extent they are

consummated at purchase price below the market value of our common stock on the date of such issuances See Certain Relationships and Related

Party Transactions Purchases of Our Securities for additional information on the participation of our executive officers and directors and their

affiliates in the Private Placement

As result of the factors described above the Securities Purchase Agreement and the exhibits thereto were structured to require stockholder

approval of the Transactions and other matters set forth in this proposal Accordingly we are seeking your approval of this Proposal No to comply

with the NASDAQ listing requirements and applicable Marketplace Rules

Summary of the Private Placement

The terms of the Securities Purchase Agreement and the issuance of our equity securities in connection with the Transactions are complex and

only summarized below Although this proxy statement contains summary of the material terms of the Security Purchase Agreement and the terms of

our Series preferred stock and other securities issuable in the Transactions stockholders can find further information about the Securities Purchase

Agreement the exhibits thereto and the rights of the holders of our Series preferred stock in the Current Reports on Form 8-K we filed with the SEC

on April 2009 and April 2009 and documents filed as exhibits to such reports

Securities Purchase Agreement

On March 31 2009 we entered into the Securities Purchase Agreement which contemplates the Private Placement including the

Transactions covered by this proposal copy of the Securities Purchase Agreement as publicly filed with the SEC is attached as Annex to this

proxy statement

As described above the Private Placement provides for the sale of up to $15.0 million of units consisting of Series preferred stock and

warrants to purchase common stock in two closings and the sale of up to $28.5 million of our common stock in common equity closing $10.0

million of units were sold in the initial closing held on April 2009 Subject to the approval by our stockholders of this proposal an additional $5.0

million of units may be sold in the second closing which closing may occur at our election or at the election of the investors in the Private

Placement We may elect to hold the second closing if the achievement of specified milestone with respect to voreloxin our primary product

candidate has occurred and our common stock is trading above specified floor price If we have not delivered notice to the investors in the Private

Placement of our election to complete the second closing or if the conditions for the second closing have not been met the investors may elect to

purchase the units in the second closing by delivering notice to us of their election to purchase the units Notice of an election to complete the second

closing either by us or the investors in the Private Placement must be delivered on or before the earliest to occur of December 31 2009 the common

equity closing pursuant to the Private Placement or the occurrence of qualifying alternative common stock financing If the second closing occurs it

will be subject to the satisfaction of customary closing conditions

Subject to the approval by our stockholders of this proposal the common equity closing consisting of up to $28.5 million of common stock in

the Private Placement may be completed at our election prior to the earlier of December 31 2010 and qualifying alternative common stock

financing or upon the election of the holders of majority of the Series preferred stock issued in the Private Placement prior to date determined

with reference to our cash balance dropping below $4.0 million at certain future dates If we elect to hold the common equity closing it will be subject

to the approval of the purchasers holding majority of the Series preferred stock issued in the Private Placement and subject to condition that we

sell at least $28.5 million of common stock in the common equity closing

At the initial closing for $10.0 million of units on April 2009 we issued 2898544 shares of Series preferred stock which are convertible

on the date hereof into 28985440 shares of common stock and warrants to purchase 28985440 shares of common stock In the second closing for an

additional $5.0 million of units covered by this proposal if completed we would issue 1449267 shares of Series preferred stock which would

initially be convertible into 14492670 shares of common stock and warrants to purchase 14492670 shares of common stock The per unit purchase

price for share of Series preferred stock and warrant to purchase 10 shares of common stock was $3.45 for the initial closing and would be the

same for the second closing The warrants issuable at the second closing would have an exercise price of $0.22 per share and term of seven years

from issuance which is consistent with the terms of the warrants issued at the initial closing of the Private Placement In the common equity closing

covered by this proposal if completed we would issue 103636348 million shares of common stock at purchase price of $0275 per share



We anticipate that the gross proceeds of the second closing and the common equity closing covered by this proposal if they are completed

would equal approximately $5.0 million and $28.5 million respectively before placement agent fees and offering expenses for such closings We

expect any and all net proceeds received from these additional closings of the Private Placement to the extent they occur to be used for working

capital and other general corporate purposes

The Securities Purchase Agreement contains customary representations warranties covenants and closing conditions by among and for the

benefit of the parties to the agreement The Securities Purchase Agreement also provides for indemnification of the investors in the event that any

investor incurs losses liabilities costs and expenses related to breach of the representations and warranties by us under the Securities Purchase

Agreement or the other transaction documents or any action instituted against an investor or its affiliates due to the transactions contemplated by the

Securities Purchase Agreement or other transaction documents subject to certain limitations

Investor Rights Agreement

In connection with the initial closing of the Private Placement we entered into an Investor Rights Agreement on April 2009 with the

investors in the Private Placement pursuant to which we granted to the investors certain registration and other rights with respect to the securities

issued and sold pursuant to the Securities Purchase Agreement including certain Board seat designation rights See Certain Relationships and Related

Party Transactions Investor Rights Agreements for description of the terms of the Investor Rights Agreement

Terms of the Series Preferred Stock

General The Series preferred stock is series of our authorized preferred stock The rights preferences and privileges of the convertible

preferred stock are set forth in our Certificate of Designation of the Series preferred stock filed with the Secretary of State of the State of Delaware

on April 2009 or the Certificate of Designation Pursuant to the Certificate of Designation 5000000 shares of preferred stock were authorized as

Series preferred stock In connection with the Transactions we are separately seeking approval to amend our amended and restated certificate of

incorporation to increase to the authorized number of shares of our preferred stock and common stock as more fully
described in Proposal No of this

proxy statement

Dividends The holders of Series preferred stock are entitled to participate on an as-converted to common stock basis with respect to any

dividends payable to the holders of our common stock

Voting The holders of Series preferred stock are entitled to the number of votes equal to the whole number of shares of our common stock

into which such shares of Series preferred stock are convertible on the record date fixed for meeting of our stockholders and except as otherwise

required by law or the Certificate of Designation vote together with the shares of our common stock on all matters and not as separate class at any

annual or special meeting of our stockholders

Liquidation Preference Upon any liquidation dissolution or winding up of Sunesis including certain change of control events constituting

consolidation or merger of Sunesis or sale exclusive license or exclusive partnering of majority or more of our assets the holders of Series

preferred stock are entitled to liquidation preference prior to any distribution of our assets to the holders of our common stock in an amount equal to

$10.35 per share subject to adjustment for any stock dividends combinations stock splits recapitalizations and the like plus all accrued but unpaid

dividends thereon as of the record date for such distribution

Convertibility Each share of Series preferred stock is initially convertible into 10 shares of common stock subject to adjustment for any

stock dividends combinations stock splits recapitalizations and the like All outstanding shares of Series preferred stock shall be automatically

converted into shares of common stock at the then-current conversion rate upon the earliest to occur of

the affirmative election of the holders of at least majority of the outstanding shares of the Series preferred stock

ii following the closing of qualifying alternative common stock financing on which the closing bid price has been equal to or at least $0.66

per share for period of 30 trading days with an average daily trading volume during such period of at least 200000 shares or

iii the common equity closing



Each holder of Series preferred stock has the right to convert its Series preferred stock into common stock at the then-current conversion

ratio at any time after the earlier of the closing of qualifying alternative common stock financing or ii January 24 2011

In the event an investor in the Private Placement fails to purchase its pro rata portion of the common stock in the common equity closing as

designated in the Securities Purchase Agreement pro rata portion based on the extent of such investors failure to participate of the shares of Series

preferred stock then held by such investor or all shares of Series preferred stock then held by the investor if the investor fails to participate at all
would automatically convert into common stock at one-to-one conversion rate

Other Restrictions So long as at least 250000 shares of Series preferred stock remain outstanding we may not without the approval of the

holders of majority of the shares of Series preferred stock outstanding take any action that alters or changes the rights preferences or privileges of

our preferred stock and certain other actions specified in the Certificate of Designation including among other things any sale merger or

reorganization of Sunesis or sale exclusive license or exclusive partnering in either case on worldwide or regional basis of majority of our

assets ii any issuance of debt or preferred stock and unless certain conditions are met any issuance of common stock other than pursuant to the

Private Placement and iii any amendment of our amended and restated certificate of incorporation or bylaws

Financial and Other Information

Our audited consolidated financial statements managements discussion and analysis of financial condition and results of operations and

supplementary financial information are incorporated by reference from our Annual Report on Form 10-K for the year ended December 31 2008
which was filed with the U.S Securities and Exchange Commission or the SEC on April 2009 and amended by our Annual Report on Form 10-

KIA which was filed with the SEC on April 30 2009

Consequences if Proposal No is Approved

Rights of Holders Registration Rights Subscription Rights If the Transactions are approved and consummated and the purchasers convert
their shares of Series preferred stock into shares of common stock or exercise their warrants to purchase common stock the rights and privileges
associated with the common stock issued as result of the consummation of the Transactions will be identical to the rights and privileges associated

with the common stock held by our existing common stockholders except that holders of the common stock issued in the conversion of the Series

preferred stock will have the registration rights the rights of first refusal with respect to certain future issuances of our securities and certain rights to

designate members of our Board as described in Certain Relationships and Related Party Transactions Investor Rights Agreements In addition
for as long as the Series preferred stock is outstanding the holders of our Series preferred stock issued in the initial closing and issuable in the

second closing of the Private Placement have number of rights including the right to approve any sale of the company any significant partnering
transaction any issuance of debt or Series preferred stock and unless certain conditions are met any issuance of common stock other than pursuant
to the Transactions It is possible that the interests of the holders of our Series preferred stock and the holders of common stock may be inconsistent

resulting in the
inability to obtain the consent of the holders of our Series preferred stock on matters that may be in the best interests of holders of our

common stock

Dilution If this proposal is approved and the Transactions occur the resulting issuances of our equity securities will result in substantial

dilution to our stockholders As of April 2009 the holders of our common stock prior to the Private Placement held approximately 54.3% of our

outstanding common stock assuming conversion of the Series preferred stock sold in the initial closing of the Private Placement at the current
conversion price and will hold approximately 7.2% if the warrants issued at the initial closing are exercised in full Following the second closing for

$5.0 million of units covered by this proposal if completed the holders of our common stock prior to the Private Placement will hold approximately
44.2% of our outstanding common stock assuming conversion of the Series preferred stock at the current conversion price and will hold

approximately 28.4% if the warrants issued at the initial closing and issuable in the second closing are exercised in full Following the common equity
closing covered by this proposal if completed the holders of our common stock prior to the Private Placement would hold approximately 19.0% of our

outstanding common stock assuming conversion of the Series preferred stock at the current conversion price and would hold approximately 15.3%
if the warrants issued at the initial closing and issuable in the second closing are exercised in full As result our existing stockholders will incur

significant dilution to their voting and economic interests should this proposal be approved and the Transactions occur

Need Jbr Additional Capital We need to raise substantial additional funds through the Private Placement and otherwise to continue our

operations fund additional clinical trials of voreloxin and potentially commercialize voreloxin Our plan is to continue to finance our operations with

combination of equity issuances including the possible closings of the Transactions debt arrangements and possible partnership or license of

development and/or commercialization rights to voreloxin Any issuance of convertible debt securities preferred stock or common stock may be at

discount from the then-current trading price of our common stock If we issue additional common or preferred stock or securities convertible into

common stock our stockholders will experience additional dilution which may be significant If we are unable to raise substantial additional
capital

through the possible additional closings of the Private Placement covered by this proposal and otherwise we may not be able to continue to operate as

going concern To the extent the additional closings of the Private Placement covered by this proposal do not occur as result of either the election of
the investors in the Private Placement or the failure of this proposal to obtain requisite approval of our stockholders we do not know whether
additional funding will be available to us on acceptable terms or at all to continue to operate as going concern
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Change of Control Implications If change of control as that term is defined in the Certificate of Designation which includes sale or

merger of Sunesis or significant partnering transaction occurs the holders of our Series preferred stock would be entitled to receive before any

proceeds are distributed to common stockholders three times the amount that the investors in the Private Placement paid for the Series preferred

stock issued in the initial closing and issuable in the second closing of the Private Placement which could equal up to total of $45.0 million We
would not have any capital to distribute to the holders of our common stock if the consideration received in transaction that triggers change of

control event under the Certificate of Designation is less than this liquidation preference amount Further if the investors in the Private Placement

elect to treat partnering transaction as change of control entitling the holders of the Series preferred stock to the liquidation preference described

above the holders of our Series preferred stock would be entitled to the full amount of any payments made by corporate partner by surrendering

their shares of Series preferred stock up to the liquidation preference amount which may leave us with insufficient resources to continue our

business This right of the holders of our Series preferred stock may also impair our ability to enter into significant partnering transaction since

partner would be willing to enter into partnering agreement with us only if we have or had access to sufficient capital to satisfy our obligations under

the partnering agreement Whether or not we would have sufficient resources would depend on the terms of the partnering agreement and other cash

resources available to us at that time

Required Vote and Recommendation of the Board of Directors

The affirmative vote of the holders of majority of the shares of our capital stock entitled to vote and present in person or represented by

proxy at the Annual Meeting will be required to approve the Transactions described in this Proposal No In accordance with the NASDAQ
Marketplace Rules the shares of our Series preferred stock and any common stock issued upon conversion thereof or upon exercise of the warrants

issued in the initial closing that have been issued in the Private Placement will not be counted toward the vote total of Proposal No and will not be

included in the number of shares outstanding for purposes of determining if majority of the shares present and entitled to vote in person or by proxy

have approved Proposal No If you ABSTAIN from voting it will be counted towards the tabulation of votes cast on the proposal and will have the

same effect as an AGAINST vote Broker non-votes will have the same effect as AGAINST votes

If Proposal No is not approved by our stockholders at the Annual Meeting there would be material adverse effect on our business results

of operations and financial condition If we are unable to obtain alternative funding we will be delisted from NASDAQ and will be forced to cease our

operations Additionally if we are unsuccessful in obtaining approval from our stockholders of this proposal but we nonetheless issue equity securities

which exceed the NASDAQ Share Limitations or issue equity securities to our executive officers or directors pursuant to the Private Placement below

the greater of book value or market value at the time of issuance NASDAQ could delist our common stock from The NASDAQ Global Market In

such an event the market price of our common stock might be adversely impacted and stockholders might find it difficult to dispose or obtain accurate

quotations as to the market value of their shares of our common stock In addition we could find it more difficult to obtain future financing and

maintain our operations See Risk Factors in our Annual Report on Form 10-K/A filed with the SEC on April 30 2009 for additional details on the

risks we face resulting from delisting by NASDAQ and an inability to raise additional funding

THE BOARD OF DIRECTORS RECOMMENDS
VOTE FOR PROPOSAL NO.2
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PROPOSAL NO.3

APPROVAL OF AMENDMENT TO AMENDED AND RESTATED CERTIFICATE OF INCORPORATION
TO EFFECT REVERSE STOCK SPLIT

Overview

Our Board has unanimously approved an amendment to our amended and restated certificate of incorporation to effect reverse stock
split

of

all outstanding shares of our common stock and preferred stock at an exchange ratio ranging from one-for-five 15 to one-for-fifteen 115 You are

now being asked to vote upon this amendment to our amended and restated certificate of incorporation Should we receive the required stockholder

approval the Board will have the sole authority to elect at any time prior to the first anniversary of the Annual Meeting whether or not to effect

reverse stock split and if so the number of whole shares of our common stock or preferred stock as applicable between and including five and 15

which will be combined into one share of our common stock or preferred stock as applicable The Board believes that providing the flexibility for the

Board to choose an exact split
ratio based on then-current market conditions is in the best interests of Sunesis and its stockholders

The text of the form of proposed amendment to our amended and restated certificate of incorporation is attached to this proxy statement as

Annex Such form provides that any whole number of outstanding shares between and including five and 15 would be combined into one share of

our common stock or preferred stock as applicable If approved by the stockholders and following such approval the Board determines that reverse

stock split is in the best interests of Sunesis and its stockholders the reverse stock split will become effective upon filing the amendment with the

Secretary of State of the State of Delaware The amendment will contain the number of shares selected by the Board within the limits set forth in this

Proposal No to be combined into one share of our common stock or preferred stock as applicable

Except for adjustments that may result from the treatment of fractional shares as described below each stockholder will hold the same

percentage of our outstanding common stock or preferred stock as applicable immediately following the reverse stock split as such stockholder held

immediately prior to the reverse stock split

The par value of Sunesis common stock and preferred stock would remain unchanged at $00001 per share The amendment would not

change the number of authorized shares of common stock or preferred stock Accordingly the reverse stock split will have the effect of creating

additional authorized and unreserved shares of our common stock and preferred stock Although at present apart from the sale of the additional equity

securities contemplated by the Private Placement described in Proposal No we have no other current plans arrangements or understandings

providing for the issuance of the additional shares that would be made available for issuance upon effectiveness of the reverse stock split these

additional shares may be used by us for various purposes in the future without further stockholder approval These purposes may include among other

things

raising capital

providing equity incentives to our employees officers or directors

establishing strategic relationships with other companies and

expanding our business or product lines through the acquisition of other businesses or products

Certain of our officers and directors have an interest in this reverse split as result of their ownership of shares of our stock as set forth in the

section entitled Security Ownership of Certain Beneficial Owners and Management below

Reasons for the Reverse Stock Split

The Board believes that reverse stock
split

is desirable and should be approved by stockholders for number of reasons including

Increase in Eligible Investors reverse stock split would allow broader range of institutions to invest in our stock namely funds that are

prohibited from buying stocks whose price is below certain threshold potentially increasing trading volume and liquidity of our common

stock

Increased Analyst and Broker Interest reverse stock split would help increase analyst and broker interest in our stock as their policies can

discourage them from following or recommending companies with low stock prices Because of the trading volatility often associated with

low-priced stocks many brokerage houses and institutional investors have adopted internal policies and practices that either prohibit or

discourage them from investing in such stocks or recommending them to their customers Some of those policies and practices may also

function to make the processing of trades in low-priced stocks economically unattractive to brokers Additionally because brokers

commissions on transactions in low-priced stocks generally represent higher percentage of the stock price than commissions on higher

priced stocks the current average price per share of our common stock can result in individual stockholders paying transaction costs

representing higher percentage of their total share value than would be the case if the share price were substantially higher
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Reduced Risk ofNASDAQ Delisting By potentially increasing our stock price the reverse stock split would reduce the risk that our stock

could be delisted from The NASDAQ Global Market which requires among other things that issuers maintain closing bid price of at least

$1.00 per share Our common stock has closed below the $1.00 minimum bid price every trading day since September 17 2008 Under

normal circumstances companies traded on The NASDAQ Global Market would receive deficiency notice from NASDAQ if their common
stock has traded below the $1.00 minimum bid price for 30 consecutive business days Due to market conditions however on October 16

2008 NASDAQ announced suspension of the enforcement of rules requiring minimum $1.00 closing bid price with enforcement scheduled

to resume on Monday July 20 2009 If our common stock continues to close below the $1.00 minimum bid price for 30 consecutive business

days following the end of NASDAQs enforcement suspension we would likely receive deficiency notice and in accordance with

NASDAQs rules would be provided 180 calendar days within which to regain compliance To regain compliance our common stock must

close at or above the $1.00 minimum bid price for at least 10-day period If we were to fail to regain compliance during the grace period our

common stock could be delisted from The Nasdaq Global Market

Notwithstanding the fact that the reverse stock split if it occurs may permit us to meet the $1 .00 minimum bid threshold we have been

notified by the Listing Qualifications Department of NASDAQ that we do not comply with the $10.0 million minimum stockholders equity

requirement for continued
listing on The NASDAQ Global Market As of December 31 2008 our stockholders equity was reported at $6.5

million Since that time we announced an up to $43.5 million Private Placement the first $10.0 million of which was received on April

2009 upon the issuance of shares of our Series preferred stock and warrants to purchase common stock and the remainder of which may be

issued by us subject to approval by our stockholders upon the satisfaction of certain clinical milestone and our common stock trading above

specified floor price or upon approval by majority of the investors in the Private Placement among other conditions While we do not

anticipate that we will meet the $10.0 million of stockholders equity continued listing requirement as of March 2009 on GAAP or pro
forma basis after giving effect to the $10.0 million initial closing of the Private Placement the amount of the shortfall depends on the net

proceeds from the initial closing of the Private Placement the amount of the restructuring charge from our reduction in force on March

2009 and the application of generally accepted accounting principles to the terms of the newly issued securities which we are in the process

of analyzing On April 29 2009 in accordance with NASDAQs rules and procedures we submitted to the NASDAQ Staff plan to regain

compliance with the minimum stockholders equity requirement for continued listing on The NASDAQ Global Market On May 13 2009

NASDAQ notified us that based on the materials submitted by us the Staff has determined to grant us an extension through July 28 2009 to

regain compliance If we do not regain compliance by that date in accordance with terms of the extension NASDAQ will provide written

notice that our securities will be subject to delisting from The NASDAQ Global Market In that event we may either apply for listing on The

NASDAQ Capital Market provided we meet the continued listing requirements of that market or appeal the decision to NASDAQ Listing

Qualifications Panel In the event of an appeal our securities would remain listed on The NASDAQ Global Market pending written decision

by the Panel following the hearing In the event that the NASDAQ Listing Qualifications Panel determines to continue our listing and we are

not delisted from The NASDAQ Global Market we will still need to comply with the minimum bid price requirement If we do not comply

with the NASDAQ listing standards we may consider transferring to The NASDAQ Capital Market provided we meet the transfer criteria or

our common stock may be delisted and traded on an over-the-counter electronic quotation and trading system such as the OTC Bulletin Board

or the Pink Sheets Because delisting could adversely affect the liquidity of our common stock such alternatives are generally considered as

less efficient markets and would seriously impair the liquidity of our common stock and limit our potential to raise future capital through the

sale of our common stock which could materially harm our business

Effects of the Reverse Stock Split

Reduction of Shares Held by Individual Stockholders After the effective date of the proposed reverse stock split each stockholder will own

fewer shares of our common stock or preferred stock as applicable However the proposed reverse stock split will affect all of our stockholders

uniformly and will not affect any stockholders percentage ownership interests in us except to the extent that the reverse split
results in any of our

stockholders owning fractional share as described below Proportionate voting rights and other rights and preferences of the holders of our common

stock or preferred stock as applicable will not be affected by the proposed reverse stock
split other than as result of the payment of cash in lieu of

fractional shares as described more fully below For example holder of two percent of the voting power of the outstanding shares of common stock

immediately prior to reverse stock split would continue to hold two percent of the voting power of the outstanding shares of common stock

immediately after the reverse stock
split

The number of stockholders of record will not be affected by the proposed reverse stock
split except to the

extent that any stockholder holds only fractional share interest and receives cash for such interest after the proposed reverse stock split However if

the proposed reverse stock
split

is implemented it will increase the number of stockholders of Sunesis who own odd lots of less than 100 shares of

our common stock Brokerage commissions and other costs of transactions in odd lots may be higher than the costs of transactions of more than 100

shares of common stock

Reduction in Total Outstanding Shares The proposed reverse stock split will reduce the total number of outstanding shares of common

stock and preferred stock by the split ratio determined by the Board within the limits set forth in this Proposal No The following table contains

approximate information relating to our common stock under certain of the possible split ratios based on share information as of May 2009 and

assumes that the amendment to our amended and restated certificate of incorporation to increase the number of authorized shares of our common stock

from 100000000 to 400000000 as set forth in Proposal No has been effected

Pre Reverse

Stock Split 1-for-5 I-for-lU 1-for-15

Authorized 400000000 400000000 400000000 400000000

Outstanding 34409768 6881953 3440976 2293984

Reserved for future issuance pursuant to conversion of Series preferred stock 28985440 5797088 2898544 1932362

Reserved for future issuance pursuant to outstanding warrants 31646285 6329257 3164628 2109752

Reserved for future issuance pursuant to outstanding awards under equity incentive

plans 4474764 894952 447476 298317

Reserved for future issuance pursuant to awards available for grant under equity

incentive plans 3547598 709520 354760 236507

Reserved for future issuance pursuant to 2005 Employee Stock Purchase Plan 252453 50490 25245 16830

Authorized and unreserved 296683692 379336740 389668371 393112248

The following table contains approximate information relating to our preferred stock under certain of the possible split ratios based on share

information as of May 2009 and assumes that the amendment to our amended and restated certificate of incorporation to increase the authorized

shares of our preferred stock from 5000000 to 10000000 as set forth in Proposal No has been effected
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Pre Reverse

Stock Spilt 1-for-5 1-for-lO 1-for-15

Authorized 10000000 10000000 10000000 10000000

Outstanding 2898544 579708 289854 193236

Authorized and unreserved 7101456 9420292 9710146 9806764

Change in Number and Exercise Price of Employee and Director Equity Awards The proposed reverse stock split will reduce the number of

shares of common stock available for issuance under our equity plans in proportion to the exchange ratio selected by the Board within the limits set

forth in this Proposal No Under the terms of our outstanding equity awards the proposed reverse stock
split

will cause reduction in the number of

shares of common stock issuable upon exercise or vesting of such awards in proportion to the exchange ratio of the reverse stock split and will cause

proportionate increase in the exercise price of such awards The number of shares authorized for future issuance under our equity plans will also be

proportionately reduced The number of shares of common stock issuable upon exercise or vesting of outstanding equity awards will be rounded to the

nearest whole share and no cash payment will be made in respect of such rounding

Regulatory Effects Our common stock is currently registered under Section 12b of the Exchange Act and we are subject to the periodic

reporting and other requirements of the Exchange Act The proposed reverse stock split will not affect the registration of our common stock under the

Exchange Act or our obligation to publicly file financial and other information with the SEC If the proposed reverse stock
split

is implemented our

common stock will continue to trade on The NASDAQ Global Market under the symbol SNSS although NASDAQ would likely add the letter

to the end of the trading symbol for period of 20 trading days to indicate that the reverse stock split has occurred assuming our common stock has

not otherwise been delisted due to our failure to comply with the stockholders equity continued
listing requirement or otherwise

No Going Private Transaction Notwithstanding the decrease in the number of outstanding shares following the proposed reverse stock split

the Board does not intend for this transaction to be the first step in series of plans or proposals of going private transaction within the meaning of

Rule 13e-3 of the Exchange Act

Risks of Proposed Reverse Stock Split

The proposed reverse stock split may not increase our stock price which would prevent us from realizing some of the anticipated benefits of the

reverse stock split

The Board expects that reverse stock split of our common stock will increase the market price of our common stock so that we are able to

maintain compliance with the NASDAQ minimum bid price listing standard However the effect of reverse stock split upon the market price of our

common stock cannot be predicted with any certainty and the history of similar stock splits for companies in like circumstances is varied It is

possible that the per share price of our common stock after the reverse stock split will not rise in proportion to the reduction in the number of shares of

our common stock outstanding resulting from the reverse stock split and there can be no assurance that the market price per post-reverse split
share

will either exceed or remain in excess of the $1.00 minimum bid price for sustained period of time The market price of our common stock may also

be based on other factors which may be unrelated to the number of shares outstanding including our future performance In addition there can be no

assurance that we will not be delisted due to failure to meet other continued
listing requirements including the minimum stockholders equity

requirement even if the market price per post-reverse stock split share of our common stock remains in excess of $1 .00 per share Notwithstanding the

foregoing the Board would only implement the proposed reverse stock
split

within the proposed exchange ratio range if it believed it would result in

the market price of our common stock rising to the level necessary to satisfy the $1.00 minimum bid price requirement for the foreseeable future

The proposed reverse stock
split may decrease the

liquidity of our stock

The
liquidity

of our capital stock may be harmed by the proposed reverse split given the reduced number of shares that would be outstanding

after the reverse stock split particularly if the stock price does not increase as result of the reverse stock split
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Board Discretion to Implement the Reverse Stock Split

If the reverse stock split is approved by our stockholders it will be effected if at all only upon determination by the Board that reverse

stock
split

is in the best interests of Sunesis and our stockholders Such determination shall be based upon certain factors including our then-current

stock price the existing and expected marketability and liquidity of our common stock and preferred stock prevailing market conditions the likely

effect on the market price of our common stock and the desire to continue to meet the continued listing requirements of The NASDAQ Global Market

Notwithstanding the approval of the reverse stock
split by our stockholders the Board may in its sole discretion abandon the proposed amendment to

our amended and restated certificate of incorporation and determine not to effect the reverse stock split as permitted under Section 242c of the

Delaware General Corporation Law If the Board fails to implement the reverse stock split prior to the one year anniversary of the Annual Meeting

additional stockholder approval would be required prior to implementing any reverse stock split

Effective Date

The proposed reverse stock split would become effective on the date of filing of certificate of amendment to our amended and restated

certificate of incorporation with the office of the Secretary of State of the State of Delaware Except as explained below with respect to fractional

shares on the effective date shares of common stock and preferred stock issued and outstanding immediately prior thereto will be combined and

converted automatically and without any action on the part of the stockholders into new shares of common stock or preferred stock as applicable in

accordance with the reverse stock split ratio determined by the Board within the limits set forth in this Proposal No

Payment for Fractional Shares

No fractional shares of common stock or preferred stock will be issued as result of the proposed reverse stock split Instead stockholders

who otherwise would be entitled to receive fractional shares upon surrender to the exchange agent of such certificates representing such fractional

shares will be entitled to receive cash in an amount equal to the product obtained by multiplying the closing sales price of our common stock on the

effective date as reported on The NASDAQ Global Market by the number of shares of our common stock or preferred stock as applicable held by

such stockholder that would otherwise have been exchanged for such fractional share interest on an as-if converted to common stock basis

Exchange of Stock Certificates

As soon as practicable after the effective date stockholders will be notified that the reverse stock split has been effected Our transfer agent

will act as exchange agent for purposes of implementing the exchange of stock certificates for record holders i.e stockholders who hold their shares

directly in their own name and not through broker Record holders of pre-reverse split shares will be asked to surrender to the exchange agent

certificates representing pre-reverse split shares in exchange for book entry with the transfer agent or certificates representing post-reverse split

shares in accordance with the procedures to be set forth in letter of transmittal to be sent by us No new certificates will be issued to stockholder

until such stockholder has surrendered such stockholders outstanding certificates together with the properly completed and executed letter of

transmittal to the exchange agent STOCKHOLDERS OF RECORD SHOULD NOT DESTROY ANY STOCK CERTIFICATES AND

SHOULD NOT SUBMIT ANY CERTIFICATES UNTIL REQUESTED TO DO SO

For beneficial holders of pre-reverse split
shares i.e stockholders who hold their shares through broker your broker will make the

appropriate adjustment to the number of shares held in your account following the effective date of the reverse stock split

Accounting Consequences

The par value per share of our common stock and preferred stock will remain unchanged at $00001 per share after the reverse stock split As

result on the effective date of the reverse split the stated capital on our consolidated balance sheet attributable to common stock and preferred stock

will be reduced and the additional paid-in-capital account will be increased by the amount by which the stated capital
is reduced Per share net income

or loss will be increased because there will be fewer shares of our common stock and preferred stock outstanding We do not anticipate that any other

accounting consequences including changes to the amount of stock-based compensation expense to be recognized in any period will arise as result

of the reverse stock split

No Appraisal Rights

Under the Delaware General Corporation Law our stockholders are not entitled to dissenters rights
with respect to the proposed amendment

to our amended and restated certificate of incorporation to effect the reverse stock split
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Material Federal U.S Income Tax Consequences of the Reverse Stock Split

The following is summary of important tax considerations of the proposed reverse stock split It addresses only stockholders who hold the

pre-reverse split shares and post-reverse split shares as capital assets It does not purport to be complete and does not address stockholders subject to

special rules such as financial institutions tax-exempt organizations insurance companies dealers in securities mutual funds foreign stockholders

stockholders who hold the pre-reverse split
shares as part of straddle hedge or conversion transaction stockholders who hold the pre-reverse split

shares as qualified small business stock within the meaning of Section 1202 of the Internal Revenue Code of 1986 as amended or the Code
stockholders who are subject to the alternative minimum tax provisions of the Code or stockholders who acquired their pre-reverse split shares

pursuant to the exercise of employee stock options or otherwise as compensation This summary is based upon current law which may change

possibly even retroactively It does not address tax considerations under state local foreign and other laws Furthermore we have not obtained

ruling from the Internal Revenue Service or an opinion of legal or tax counsel with respect to the consequences of the reverse stock split Each

stockholder is advised to consult his or her tax advisor as to his or her own situation

The reverse stock split is intended to constitute reorganization within the meaning of Section 368 of the Code Assuming the reverse stock

split qualifies as reorganization stockholder generally will not recognize gain or loss on the reverse stock split except to the extent of cash if any
received in lieu of fractional share interest in the post-reverse split shares The aggregate tax basis of the post-reverse split shares received will be

equal to the aggregate tax basis of the pre-reverse split
shares exchanged therefor excluding any portion of the holders basis allocated to fractional

shares and the holding period of the post-reverse split shares received will include the holding period of the pre-reverse split shares exchanged

holder of the pre-reverse split
shares who receives cash generally will recognize gain or loss equal to the difference between the portion of

the tax basis of the pre-reverse split shares allocated to the fractional share interest and the cash received Such gain or loss will be capital gain or loss

and will be short term if the pre-reverse split
shares were held for one year or less and long term if held more than one year No gain or loss will be

recognized by Sunesis as result of the reverse stock split

Required Vote and Recommendation of the Board of Directors

Approval and adoption of an amendment to our amended and restated certificate of incorporation to effect the reverse stock split requires the

affirmative vote of at least majority of Sunesis issued and outstanding shares of common stock and preferred stock entitled to vote either in person or

by proxy at the Annual Meeting If you ABSTAIN from voting it will be counted towards the tabulation of votes cast on the proposal and will have the

same effect as an AGAINST vote

THE BOARD OF DIRECTORS RECOMMENDS
VOTE FOR PROPOSAL NO.3
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PROPOSAL NO.4

APPROVAL OF AMENDMENT TO AMENDED AND RESTATED CERTIFICATE OF INCORPORATION TO INCREASE THE
AUTHORIZED NUMBER OF SHARES OF SUNESIS COMMON STOCK AND PREFERRED STOCK

Overview

Our Board has unanimously approved proposal to amend our amended and restated certificate of incorporation to increase the authorized

number of shares of our common stock from 100000000 to 400000000 and the authorized number of shares of our preferred stock from 5000000 to

10000000 The Board has reconnnended that this proposal be presented to our stockholders for approval The text of the form of proposed certificate

of amendment to our amended and restated certificate of incorporation to increase the authorized shares of our common stock and preferred stock is

attached to this proxy statement as Annex Upon filing
of the certificate of amendment to our amended and restated certificate of incorporation with

the Secretary of Stare of the State of Delaware Section of Article IV of our amended and restated certificate of incorporation will be amended and

restated to read as follows

This Corporation is authorized to issue two classes of stock to be designated respectively Common Stock and Preferred

Stock The total number of shares that the Corporation is authorized to issue is four hundred ten million 410000000 shares four hundred

million 400000000 shares of which shall be Common Stock and ten million 10000000 shares of which shall be Preferred Stock The

Common Stock shall have par value of $0.000l per share and the Preferred Stock shall have par value of $00001 per share

Reasons for the Increase in the Authorized Number of Shares

Pursuant to the terms of the Private Placement we are required to increase the authorized shares of our common stock from 100000000 to

400000000 and the authorized number of shares of our preferred stock from 5000000 to 10000000 in order to provide for the issuance of the

additional $33.5 million of our equity securities that may be sold in the second closing and common equity closing of the Private Placement If our

stockholders do not approve this proposal we cannot consummate the sale of the additional equity securities contemplated by the Private Placement

See Proposal No for description of the additional equity securities that may be issued pursuant to the Private Placementand the consequences if we

fail to raise the funds contemplated by such additional issuances of our equity securities

The additional common stock to be authorized by adoption of the amendment covered by this proposal would have rights identical to our

currently outstanding common stock Assuming Proposal No is approved we will reserve sufficient additional shares of our common stock for

future issuance pursuant to the Private Placement which includes the shares of common stock issuable upon conversion of Series preferred stock and

exercise of warrants to purchase common stock that may be issued pursuant to the Private Placement portion of the additional 5000000 shares of

preferred stock authorized should the amendment be approved are currently contemplated to be designated Series preferred stock and 1449267 of

these shares would be issued in the second closing of the Private Placetaent if it occurs and assuming Proposal No is approved at the Annual

Meeting Although at present apart from the sale of the additional equity securities contemplated by the Private Placement we have no other current

plans arrangements or understandings providing for the issuance of the additional shares of our common stock and preferred stock authorized pursuant

to this proposal these additional shares may be used by us for various purposes in the future without further stockholder approval These purposes may

include among other things

raising capital

providing equity incentives to our employees officers or directors

establishing strategic relationships with other companies and

expanding our business or product lines through theacquisition of other businesses or products

Effects of the Increase in the Authorized Number of Shares

The proposed increase in the authorized number of shares of our common stock and preferred stock could have nuthber of effects on our

stockholders depending upon the exact nature and circumstances of any actual issuances of authorized but unissued shares Adoption of the proposed

amendment and issuance of additional shares of our common stock would not affect the rights of the holders of our currently outstanding common

stock except for effects incidental to increasing the number of shares of our common stock outstanding such as dilution of the earnings per share and

voting rights of current holders of our common stock However assuming Proposal No is approved and the additional equity securities pursuant to

the Private Placement described in Proposal No are issued our existing stockholders will suffer significant dilution of their ownership of Sunesis

See Proposal No for additional information on the transactions contemplated by the Private Placement and the resulting dilution our existing

stockholders may suffer
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The increase in our authorized shares of common stock and preferred stock could also have an anti-takeover effect in that additional shares

could be issued within the limits imposed by applicable law in one or more transactions that could make change in control or takeover of Sunesis

difficult For example additional shares could be issued by us so as to dilute the stock ownership or voting rights of person seeking to obtain control

of Sunesis Similarly the issuance of additional shares to certain persons allied with our management could have the effect of making it more difficult

to remove our management by diluting the stock ownership or voting rights
of persons seeking to cause such removal

At any time prior to the effectiveness of the
filing of this proposed amendment to our amended and restated certificate of incorporation to

increase the number of authorized shares of our common stock from 100000000 to 400000000 and the authorized shares of our preferred stock from
5000000 to 10000000 notwithstanding stockholder approval of this proposed amendment the Board may abandon this proposed amendment
without any further action by our stockholders

Required Vote and Recommendation of the Board of Directors

In accordance with Delaware law approval and adoption of an amendment to our amended and restated certificate of incorporation to increase

the authorized shares of our common stock and preferred stock requires the affirmative vote of at least majority of Sunesis issued and outstanding

shares of common stock and preferred stock entitled to vote either in person or by proxy at the Annual Meeting

In addition in accordance with the NASDAQ Marketplace Rules the affirmative vote of the holders of majority of the shares of our capital

stock entitled to vote and present in person or represented by proxy at the Annual Meeting will be required to approve and adopt an amendment to our

amended and restated certificate of incorporation to increase the authorized shares of our common stock from 100000000 to 400000000 shares and

preferred stock from 5000000 to 10000000 shares as described in this Proposal No Because those stockholders who have participated in the

Private Placement have an interest in the approval of this proposal for purposes of meeting the NASDAQ Marketplace Rules threshold the shares of

our Series preferred stock and any common stock issued upon conversion thereof or upon exercise of the warrants issued in the initial closing that

have been issued in the Private Placement will not be counted toward the vote total of Proposal No for purposes of meeting the NASDAQ
requirements and will not be included in the number of shares outstanding for purposes of determining if majority of the shares entitled to vote and

present in person or by proxy at the Annual Meeting have approved Proposal No If you ABSTAIN from voting it will have the same effect as an

AGAINST vote Broker non-votes will have the same effect as AGAINST votes

THE BOARD OF DIRECTORS RECOMMENDS
VOTE FOR PROPOSAL NO.4
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PROPOSAL NO.5

APPROVAL OF POSSIBLE ADJOURNMENT OF ANNUAL MEETING

Overview

If we fail to receive sufficient number of votes to approve Proposals No No or No we may propose to adjourn the Annual Meeting if

quorum is present for period of not more than 30 days for the purpose of soliciting additional proxies to approve Proposals No No or No
We currently do not intend to propose adjournment at the Annual Meeting if there are sufficient votes to approve Proposals No No and No

Required Vote and Recommendation of the Board of Directors

The affirmative vote of the holders of majority of the outstanding shares entitled to vote and present in person or by proxy at the Annual

Meeting is required to approve the adjournment of the Annual Meeting for the purpose of
soliciting

additional proxies to approve Proposals No No
or No If you ABSTAIN from voting it will be counted towards the tabulation of votes cast on the proposal and will have the same effect as an

AGAINST vote

THE BOARD OF DIRECTORS RECOMMENDS
VOTE FOR PROPOSAL NO.5
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INFORMATION ABOUT THE BOARD OF DIRECTORS AND CORPORATE GOVERNANCE

Meetings of the Board of Directors

Our Board held eight meetings during 2008 Each Board member attended 75% or more of the aggregate meetings of the Board and of the

committees on which he served

Independence of the Members of the Board of Directors

The laws and rules governing public companies and the NASDAQ listing requirements obligate our Board to affirmatively determine the

independence of its members The Board consults with our corporate counsel to ensure that the Boards determinations are consistent with relevant

securities and other laws and regulations regarding the definition of independent including those set forth in NASDAQ listing requirements as in

effect from time to time

Consistent with these considerations after review of all relevant transactions or relationships between each director or any of his family

members and Sunesis our senior management and our independent registered public accounting firm the Board has affirmatively determined that Drs

Pearce and Stump and Messrs Fust Hurwitz and Misfeldt majority of our Board are independent directors within the meaning of the applicable

NASDAQ listing requirements In addition the Board has affirmatively determined that Anthony Evnin Ph.D Stephen P.A Fodor Ph.D Steven

Goldby and Jonathan Leff were independent directors within the meaning of the applicable NASDAQ requirements until their respective

resignations from the Board

In making its determination of independence the Board considered our consulting relationships with Drs Pearce and Stump and the

relationships of Messrs Hurwitz and Misfeldt with certain of our principal stockholders which are described under Director Compensation beginning

on page 27 of this proxy statement In 2008 Drs Pearce and Stump each received consulting fees of $6563 pursuant to these arrangements which is

significantly below the $120000 threshold contained in the NASDAQ listing requirements Our Board does not believe that these stockholder

relationships or these consulting arrangements interfere with Drs Pearce or Stump or Messrs Hurwitz and Misfeldts exercise of independent

judgment in carrying Out their responsibilities as directors

Executive Sessions

The independent directors meet in executive session without management directors non-independent directors or management present These

sessions take place prior to or following regularly scheduled Board meetings The directors met in such sessions four times during 2008

Information Regarding Committees of the Board of Directors

Our Board has three standing committees the Audit Committee the Compensation Committee and the Nominating and Corporate

Governance Committee Each of these three standing committees has written charter approved by our Board that reflects the applicable standards and

requirements adopted by the SEC and NASDAQ copy of each charter can be found on our website www.sunesis.com under the section titled

Investors and Media and under the subsection Corporate Governance Information contained in or accessible through our website is not part of

this proxy statement The following table provides current membership and meeting information for 2008 for each of the committees of the Board

Nominating and

Corporate

GovernanceName Audit Compensation

Anthony Evnrn Phi

Stephen PA odor Ph.D

Maew Fu fl
tccn ioldhv

Edward Hwwitz

Jonathan Leff

Dayton Misfeldl

Homer Pearce Ph.D

DavidC.StumpM.D
lotal Meetings in 2008 10

Committee Chairperson
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Former Committee member

On April 2009 Mr Fust was appointed as member of the Compensation Committee

On April 2009 Mr Fust resigned as member of the Nominating and Corporate Governance Committee and Mr Misfeldt was appointed

as member of such Committee

On April 2009 Dr Pearce was appointed chairman of the Nominating and Corporate Governance Committee

Below is description of each standing committee of the Board The Board has determined that each committee member meets the applicable

NASDAQ rules and regulations regarding independence and is free of any relationship that would impair his individual exercise of independent

judgment with regard to Sunesis

Audit Committee The Audit Committee was established by our Board to oversee our corporate accounting and financial reporting processes

and audits of our financial statements For this purpose our Audit Committee is responsible for among other things

overseemg the accounting and financial reporting processes of Sunesis and the audits of our financial statements including reviewing our

disclosures under Management Discussion and Analysis of Financial Condition and Results of Operations earnings press releases

and earnings guidance provided to analysts and ratings agencies

assisting our Board in its oversight of the integrity of our financial statements

determining and approving the initial engagement and retention of the independent registered public accounting firm

reviewing and approving the independent registered public accounting firms performance of any proposed permissible audit and non-

audit services and the fees for such services

reviewing and approving or rejecting transactions between the Company and any related persons

reviewing significant issues regarding accounting principles and financial statement presentations including any significant changes in

our selection or application of accounting principles policies or practices

conferring with management and the independent registered public accounting firm regarding our policies and procedures regarding risk

assessment and management

establishing procedures as required under applicable law for the receipt retention and treatment of complaints received by us regarding

accounting internal accounting controls or auditing matters and the confidential and anonymous submission by employees or agents of

concerns regarding questionable accounting or auditing matters

reviewing with counsel the independent registered public accounting firm and management as appropriate any significant regulatory or

other legal or accounting initiative or matter that may have material impact on our financial statements compliance programs and

policies and

preparing the report required by the SEC rules to be included in our annual proxy statement

The Audit Committee is chaired by Mr Fust and also includes Mr Hurwitz and Dr Stump Anthony Evnin Ph.D and Steven Goldby
served on the Audit Committee until their respective resignations from the Board on April 2009 The Board reviews the NASDAQ definition of

independence for Audit Committee members on an annual basis and has determined that all members of our Audit Committee are independent as
independence is currently defined in Rule 5605c2Ai and iiof the NASDAQ listing requirements The Board has also determined that Mr Fust

qualifies as an audit committee financial expert as defined in applicable SEC rules The Board made qualitative assessment of Mr Fusts level of

knowledge and experience based on number of factors including his formal education and experience as chief financial officer for public reporting

companies

Compensation Committee Our Compensation Committee is responsible for among other things

fulfilling the Boards role in overseeing our compensation plans policies and programs including reviewing and approving corporate

performance goals and objectives
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assisting our Board in discharging its responsibilities with respect to officer employee consultant and director compensation including

making recommendations to our Board regarding non-employee director compensation

establishing corporate and commencing in 2008 individual performance objectives relevant to the compensation of our executive

officers and other senior management and evaluating their performance in
light

of these stated objectives

reviewing and discussing the disclosures contained in our Compensation Discussion and Analysis report included in our annual proxy
statement if required

preparing the report required by SEC rules to be included in our annual proxy statement if required and

supervising the administration of our stock option plans employee stock purchase plan and other compensation and incentive programs
and administering any plans and programs designed and intended to provide compensation for our officers including severance

arrangements and changeof control protections

In May 2009 our Board approved amendments to the Compensation Committee Charter providing that the Compensation Committee would
be charged with determining -ahd approving the compensatiOn attd establihing the individual performance objectives relevant-to- compensation of our

CEO Executive Chairman if one is serving as well as for our other executive officers and senior mahagenfent

The Compensation Committee is chaired by Mr Misfeldt and also includes Messrs Hurwitz and Fust Dr Evnin and Mr Goldby served on
the Compensation Conmiittee until their respective resignations from the Board on April 2009 and Mr Leff served on the Compensation Committee
until his resignation from the Board on February 2009 All members of our Compensation Committee are independent as independence is

currently defined in Rule 5605c2Ai and iiof the NASDAQ listing requirements Each member of the Compensation Committee is an
outside director as that term is defined in Section 162m of the Internal Revenue Code of 1986 as amended or the Code and non-employee
director within the meaning of Rule l6b-3 of therules promulgated under the Securities Exchange Act of 1934 as amended or theExchange Act

Role andAuthorily of the Compensation Committee and the Board of Directors

Prior to December 2007 the Compensation Committee was charged with determining and approving the compensation of our CEO and other

members of senior management including those designated as reporting -officers under Section 16 of the Exchange Act and referred to as executive

officers In December 2007 the Board approved certain amendments tothe CompensationCommittee Charter includirg change which requires full

Board approval of the compensation of our CEO and Executive Chairman based upon recommendations from the Compensation Committee As

result beginning in 2008 decisions regarding the compensation of the CEO and Executive Chairman were made by the full Board In May 2009 the

Board approved certain amendments to the Compensation Committee Charter to provide that decisions regarding the compensation of the CEO and
Executive Chairman if one is serving will be made by the Compensation Committee

In recommending or determining as applicable executive compensation the Compensation Committee and the Board take into consideration

each executive success in achieving his or her individual performance goals and objectives and the achievement of our corporate performance goals

and objectives deemed relevant to such executive The Compensation Committee and our Board also consider the compensation paid to similarly

situated officers- at comparable companies the compensation paid- to executives -in past years and any other factors deemed appropriate under the

circumstances In addition in the case of the long term equity incentive component of compensation the Compensation Committee and the Board
consider Sunesis performance and relative stockholder return

The Compensation Committee has the authority to retain its own advisors and compensation consultants and-to approve their related fees and

retention terms For 2008 we retained Radford Surveys Consulting compensation consulting firm to provide Sunesis and the Compensation
Committee with assistance in reviewing our overall compensation policy including review of our equity incentive program designating peer

group of companies for benchmarking as described below and assessing competitive market data on executive compensation Radford attends

meetings from time to time at the request of the Compensation Committee and makes recommendations including recommendations relating to

executive compensation

While the Compensation Committee is and in the case of our CEO and Executive Chairman from December 2007 through May 2009 the

Board was ultimately responsible for making all compensation decisions affecting our executives our CEO plays an important role in the process

underlying such decisions However none of our executives participate in the portion of any Compensation Committee or Board meetings regarding

the review of his or her own performance or the çetermination of the actual amounts of his or her compensation
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The Compensation Committee regularly reports to the Board on its actions and recommendations The Compensation Committee periodically

reviews its charter and assesses its own performance In addition the Board through the Nominating and Corporate Governance Committee conducts

an annual review of the role function roster and operation of each of the Boards standing committees including the Compensation Committee

Compensation Committee Process

Throughout the year the Compensation Committee meets in person or via telephone As general rule the Compensation Committee

conducts the annual process described below with respect to determining executive compensation

Review Overall Compensation Philosophy The compensation process for the upcoming year generally begins in the middle of the prior

year with review and analysis of our total compensation philosophy to confirm the frame of reference which will be used in setting compensation for

the upcoming year This analysis also includes determination of the composition of the Companys peer group and the target levels of various

components of compensation based on market data from such peer group Radford typically participates in this meeting

Analyze Peer Data Make Equity Awards At the request of the Compensation Committee Radford generally works with representative of

management each fall to compile data regarding executive total compensation base salaiy bonus and equity from our selected peer group The

Compensation Committee then meets to review the peer data to determine the equity awards to be granted to executives The same data is also

analyzed in preparation for making any adjustments to base salary and bonus targets in the coming year

Approve Corporate Objectives for the Coming Year The Compensation Committee typically meets in December to select the corporate

objectives against which to measure executive performance for the coming year and to recommend such objectives to the full Board for adoption In

addition the Compensation Committee reviews and approves individualperformance goals and objectives for our executive officers other than for our

CEO and our Executive Chairman from December 2007 through May 2009

Assess Prior Years Performance Determine Cash Bonuses In January or February each year the Compensation Committee engages in an

active dialogue with our CEO regarding Sunesis performance in the prior year as measured against the established corporate objectives for such year

The Compensation Committee also reviews with our CEO the performance of each executive taking into consideration each executives success in

achieving his or her individual and applicable team objectives and the achievement of our corporate objectives deemed relevant to such executive Our

CEO also provides his evaluation of his own performance for the prior year Our CEO then makes recommendations to the Compensation Committee

of individual payouts of cash bonuses for executives other than himself and our Executive Chairman during the period in which he was an employee

in
light

of the analysis of the prior years performance The Compensation Committee determines the actual bonus payable to each executive officer

and during the period from December 2007 through May 2009 made recommendations for an actual bonus for our CEO and our Executive Chairman

during the period in which he was also an employee to the full Board for approval In 2009 given the recommendation by our CEO not to pay our

executives cash bonuses for performance in the year 2008 which recommendation was approved by our Compensation Committee the performance of

our executives for the purpose of determining cash bonuses was not assessed by our Compensation Committee

Determine Base Salary Bonus Target and Individual Objectives for the Coming Year Also at the beginning of each year the Compensation

Committee meets to discuss and as appropriate approve adjustments to base salary and bonus targets for executives for the coming year Reference is

made to our established total compensation philosophy as well as the selected peer group data compiled by Radford and representative of

management the previous fall Our CEO makes recommendations to the Compensation Committee regarding the base salary and bonus targets of

executives other than for himself and our Executive Chairman during the period in which he was an employee based on such data As part of this

process each executive works with our CEO to develop individual performance goals for the new calendar year During the period from December

2007 through May 2009 the full Board would then meet to approve the total compensation of our CEO and Executive Chairman during the period in

which he was an employee including base salary bonus and equity compensation and approval of individual objectives based upon recommendations

from the Compensation Committee Following May 2009 the Compensation Committee will approve total compensation of our CEO including base

salary bonus and equity compensation and approval of individual objectives

Nominating and Corporate Governance Committee Our Nominating and Corporate Governance Committee is responsible for among
other things

recommending to our Board the composition and operations of our Board
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identifying and evaluating individuals qualified to serve as members of our Board and recommending to our Board director nominees for

the annual meeting of stockholders and to fill vacancies

overseeing all aspects of corporate governance on behalf of our Board including making recommendations regarding corporate

governance issues and developing set of corporate governance guidelines applicable to us

recommending to our Board the responsibilities of each Board committee the composition and operation of each Board committee and

director nominees for assignment to each Board committee and

overseeing our Boards annual evaluation of its performance and the performance of our Board committees

The Nominating and Corporate Governance Committee is chaired by Dr Pearce and also includes Mr Misfeldt each of whom is

independent within the meaning of applicable SEC and NASDAQ rules Dr Fodor served as chairperson of the NOminating and Corporate

Governance Committee until his resignation from the Board on April 2009 Dr Fodor was independent within the meaning of applicable SEC and

NASDAQ rules

Report of the Audit Committee of the Board of Directors

The Audit Committee oversees our accounting and financial reporting processes and the audits of our financial statements on behalf of the

Board Management has the primary responsibility for establishing and maintaining adequate internal control over financial reporting preparing the

financial statements and establishing and maintaining adequate controls over public reporting Our independent registered public accounting firm for

2008 Ernst Young had responsibility for conducting an audit of our annual financial statements in accordance with the standards of the Public

Company Accounting Oversight Board United States or PCAOB and expressing an opinion on the conformity of those audited financial statements

with U.S generally accepted accounting principles

In fulfilling its oversight responsibilities the Audit Committee reviewed and discussed with management and with Ernst Young our audited

consolidated financial statements for the year ended December 31 2008 included in our Annual Report on Form 10-K including discussion of the

quality not just the acceptability of the accounting principles the reasonableness of significant judgments and the
clarity

of disclosures in the financial

statements In 2008 the Audit Committee held six meetings

The Audit Committee is responsible for evaluating managing and approving the engagement of Ernst Young including the scope extent

and procedures for the annual audit and the compensation to be paid therefor and all other matters the Audit Committee deems appropriate including

ensuring the independent registered public accounting firms accountability to the Board and the Audit Committee

The Audit Committee has discussed with the Companys independent registered public accounting firm Ernst Young LLP the matters

required to be discussed by Statement on Auditing Standards No 61 as amended Codification of Statements on Auditing Standards AICPA
Professional Standards Vol AU section 380 which include among other items matters related to the conduct of the audit of ours financial

statements The Audit Committee has also received the written disclosures and the letter from the independent registered public accounting firm

required by applicable requirements of the PCAOB regarding the independent registered public accounting firms communications with the audit

committee concerning independence and has discussed with the independent registered public accounting firm the independent registered public

accounting firms independence

Based on the review and discussions referred to above the Audit Committee has recommended to the Board that the audited consolidated

financial statements be included in our Annual Report on Form 10-K for the year ended December31 2008

Matthew Fust Chairperson

Edward Hurwitz

David Stump M.D

Anthony Evnin Ph.D.l
Steven Goldby1

Anthony Evnin Ph.D and Steven Goldby previously served on the Audit Committee and each resigned from the Audit Committee

and the Board on April 2009

The material in this report is not soliciting material is not deemed filed with the SEC and is not to be incorporated by reference in any

of our filings under the Securities Act of 1933 as amended or the Securities Act or the Exchange Act other than our Annual Report on Form 10-K
whether made before or after the date hereof and irrespective of any general incorporation language in any such filing

24



Director Nominations Process

The Nominating and Corporate Governance Committee is charged with monitoring the size and composition of our Board In addition the

Nominating and Corporate Governance Committee has primary responsibility for reviewing evaluating and recommending to the Board the slate of

nominees for directors to be elected by the stockholders at each annual meeting of stockholders and where applicable to fill vacancies In its exercise

of these responsibilities the Nominating and Corporate Governance Committee considers the appropriate size and composition of our Board taking
into account that our Board as whole should have competency in the following areas

industry knowledge

accounting and finance

business judgment

management

leadership

business strategy

corporate governance and

risk management

The Nominating and Corporate Governance Committee evaluates the types of backgrounds skills and attributes which are needed to help

strengthen our Board in light of the need for an appropriate balance of the above competencies This evaluation takes place in the context of the current

composition of the Board our operating requirements and the interests of Sunesis and our stockholders

The Nominating and Corporate Governance Committee identifies nominees for director by first evaluating the current directors whose terms

are about to expire considering the above criteria and any potential conflicts of interest as well as applicable independence and experience

requirements In the case of incumbent directors whose terms are about to expire the Nominating and Corporate Governance Committee considers the

directors demonstrated service and commitment to Sunesis as well as his willingness to continue in service on our Board If any incumbent director

whose term is expiring does not wish to continue in service as director if the Nominating and Corporate Governance- Committee decides not to

nominate member for re-election or if the Nominating and Corporate Governance Committee wishes to increase the size of the Board the

Nominating and Corporate Governance Committee will identify the desired skills and experience of new nominee as outlined above unless the Board
determines not to fill the vacancy In 2008 we did not engage third party to identify or assist in identifying potential director nominees although we
have done so in the past and reserve the right to do so in the future

In addition to evaluating core competencies when considermg candidates for director the Nommating and Corporate Governance Committee
will consider whether such candidates have sufficient time to devote to the affairs of Sunesis as well as each candidates reputation for integrity and
commitment to rigorously represent the long-term interests of our stockholders Other considerations include any potential conflicts of interest as well

as applicable independence and experience requirements as set forth by applicable NASDAQ and SEC rules and regulations In addition the

Nominating and Corporate Governance Committee balances the value of continuity of service of incumbent Board members with that of obtaining new
perspectives With respect to new candidates for the Board the Nominating and Corporate Governance Committee will also conduct any necessary or

appropriate inquiries into the backgrounds and qualifications of such candidates

The Nominating and Corporate Governance Committee also recommends to our Board the responsibilities and composition of the Boards

committees and evaluates and recommends to the Board those directors to be appointed to the various committees including the directors

recommended to serve as chairperson of each committee The evaluation of such appointments takes into consideration among other factors

applicable independence and experience requirements as set forth by applicable NASDAQ and SEC rules and regulations and the membership criteria

specified in the relevant committee charter
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The Nominating and Corporate Governance Committee will consider director candidates recommended by our stockholders The Nominating
and Corporate Governance Committee does not intend to alter the manner in which it evaluates candidates including the criteria set forth above based

on whether or not the candidate is recommended by stockholder The Nominating and Corporate Governance Committee will consider stockholders

nominations for directors only if written notice is timely received by our Corporate Secretary at Sunesis Pharmaceuticals Inc 395 Oyster Point

Boulevard Suite 400 South San Francisco California 94080 and contains the information required for such nominations in accordance with our

bylaws To be timely notice must be received not less than 120 days prior to the first anniversary of the date on which we first mailed proxy
statement to stockholders in connection with the preceding years annual meeting unless the date of the annual meeting has beeti changed by more

than 30 days from the date of the prior years meeting in which case notice must be received not later than the later of the 120th day prior to such

annual meeting or the 10th day following the day on which public announcement of the date of such meeting is first made Submissions must include

the full name of the proposed nominee description of the proposed nominees business experience for at least the previous five years complete

biographical information description of the proposed nominees qualifications as director and representation that the nominating stockholder is

beneficial or record holder of our stock and has been holder for at least one year Any such submission must be accompanied by the written consent

of the proposed nominee to be named as nominee and to serve as director if elected The Nominating and Corporate Governance Committee did not

receive any stockholder nominations during 2008

Director Evaluations

On an annual basis the Nominating and Corporate Governance Committee conducts an evaluation of the Board the functioning of the

committees and each individual member of the Board as deemed appropriate and necessary

Stockholder Communications with the Board of Directors

Our stockholders may communicate with the Board by writing our Corporate Secretary at Sunesis Pharmaceuticals Inc 395 Oyster Point

Boulevard Suite 400 South San Francisco California 94080 Our Corporate Secretary will review these communications and will determine whether

they should be presented to our Board The
purpose of this screening is to allow the Board to avoid having to consider irrelevant or inappropriate

communications All communications directed to the Audit Committee in accordance with our Complaint Investigation and Whistleblower Policy that

relate to questionable accounting or auditing matters involving Sunesis will be promptly and directly forwarded to the Audit Committee

Annual Meeting Attendance

In March 2008 we adopted policy to encourage our directors to attend our annual stockholder meetings In 2008 Mr Swisher attended our

annual meeting

Corporate Governance Guidelines

In April 2004 the Board documented our governance practices by adopting Corporate Governance Guidelines to assure that the Board will

have the necessary authority and practices in place to review and evaluate our business operations as needed and to make decisions that are

independent of our management The guidelines are also intended to align the interests of directors and management with those of our stockholders

The Corporate Governance Guidelines clarify the role of the Board in reviewing approving and monitoring fundamental financial and business

strategy and major corporate actions ensuring processes are in place for maintaining the integrity of Sunesis and its financial statements assessing

major risks presented to Sunesis and reviewing options for their mitigation and selecting evaluating and compensating our CEO Chairman and other

officers of Sunesis The Corporate Governance Guidelines set forth the practices our Board intends to follOwwith respect to director qualification and

selection board composition and selection board meetings and involvement of senior management board committee composition and selection

director access to management and independent advisors and non-employee director compensation and continuing education The Corporate

Governance Guidelines were adopted by the Board to among other things reflect changes to the legal and regulatory requirements including the

NASDAQ listing requirements and SEC rules and evolving best practices and other developments

Section 16a Beneficial Ownership Reporting Compliance

Section 16a of the Exchange Act requires our executive officers directors and persons who own more than 10% of our common stock to file

reports of ownership and changes in ownership with the SEC Executive officers directors and greater than 10% stockholders are required by SEC

regulations to furnish us with copies of all Section 16a forms they file

To our knowledge based solely on review of the copies of reports furnished to us we believe that during the year ended December 31
2008 our executive officers directors and greater than 10% stockholders complied with all Section 16a filing requirements
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Director Compensation

Board and Committee Fees and Awards

On the date of our annual meeting of stockholders each year each non-employee director of our Board except the Chairman of our Board is

entitled to receive $20000 in connection with his services as director non-employee Chairman of our Board is entitled to receive $50000 in

connection with his services as director and chair of our Board Additionally each non-employee director who serves on committee is entitled to

receive an annual payment of $5000 for service as chairman of committee and $3000 for seryice as member on committee At the same time
each continuing non-employee director receives non-qualified stock option grant to purchase 10000 shares of our common stock These options vest

in equal installments over 12-month period from the grant date Newly elected non-employee directors are granted in addition to the Board and
committee fees discussed above an initial grant of non-qualified stock options to purchase 30000 shares of our common stock upon first being elected

to our Board These options vest over two-year period with 50% annual vesting on each anniversary of the grant date Our employee directors did not

receive any compensation in 2008 for their service on our Board

Consulting Arrangements

We have entered into consulting agreements with Drs Pearce and Stump

In August 2006 we entered into consulting agreement with Dr Pearce under which his services include reviewing assessing and advising

us on our development plans and strategies Pursuant to the consulting agreement Dr Pearce is entitled to receive up to $3000 day prorated at an

hourly rate of $375 an hour for his consulting services Total payments to Dr Pearce under this agreement may not exceed $40000 during any one-

year period

In September 2006 we entered into consulting agreement with Dr Stump under which his services include reviewing assessing and

advising us on our development plans and strategies Pursuant to the consulting agreement Dr Stump is entitled to receive up to $3000 day prorated

at an hourly rate of $375 an hour for his consulting services Total payments to Dr Stump under this agreement may not exceed $40000 during any
one-year period

Director Compensation Table

The following table sets forth the compensation information for our non-employee directors as well as Dr Young the current Chairman of

our Board and former Executive Chairman for the year ended December 31 2008 The compensation received by Mr Swisher as named executive

officer is set forth in the Summary Compensation Table on page 30 of this proxy statement

Fees Earned

or Paid in

Cash

SI

Option All Other
Awards

Compensation
t23

Stephen P.A Fodor Ph.D.7 25000 17235 42235

Steven Goldbyt8 26000 17235 43235

Homer Pearce Ph.D 23000 48135 6563 77698

James Wells Ph.D.10 20000 11784 31784

The annual retainer of $20000 otherwise payable to Dr Wells for serving on our Board was paid to The Regents of the University of

California in accordance with an agreement between Dr Wells and The Regents of the University of California

This column represents the dollar amount recognized for financial statement reporting purposes in 2008 for the fair value of stock options

granted to each of our non-employee directors and Dr Young in 2008 as well as in prior years in accordance with FAS 123R Pursuant to

SEC rules the amounts shown exclude the impact of estimated forfeitures related to service-based vesting conditions These amounts reflect

Sunesis accounting expense for these awards and do not correspond to the actual value that will be recognized by our directors For additional

information on the valuation assumptions refer to Note 13 Stock-Based Compensation to the Notes to Consolidated Financial Statements in

our Annual Report on Form 10-K for the year ended December31 2008 filed with the SEC on April 2009 which identifies assumptions
made in the valuation of option awards in accordance with FAS 123R

Total
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On June 2008 each non-employee director received stock option to purchase 10000 shares The grant date fair value of these awards was

$1.08 per share for total grant date fair value of $10813 per grant calculated in accordance with FAS 123R Assumptions used in the

calculation of these amounts are included in Note 13 Stock-Based Compensation to the Notes to Consolidated Financial Statements in our

Annual Report on Form 10-K for the year ended December 31 2008 filed with the SEC on April 2009 As of December31 2008 each

non-employee director held stock options to purchase the following aggregate number of shares of our common stock Dr Evnin held options

to purchase 30000 shares of our common stock Dr Fodor held options to purchase 63530 shares of our common stock Mr Fust held

options to purchase 60000 shares of our common stock Mr Goldby held options to purchase 63530 shares of our common stock Mr Leff

held options to purchase 30000 shares of our common stock Dr Pearce held options to purchase 50000 shares of our common stock

Dr Stump held options to purchase 50000 shares of our common stock and Dr Wells held options to purchase 142354 shares of our

common stock

This amount reflects payments to Dr Pearce under his consulting agreement with us for consulting services performed in 2008

This amount reflects payments to Dr Stump under his consulting agreement with us for consulting services performed in 2008

Dr Evnin resigned effective as of April 2009

Dr Fodor resigned effective as of April 2009

Mr Goldby resigned effective as of April 2009

Mr Leff resigned effective as of February 2009

10 Dr Wells resigned effective as of June 25 2008

11 Until April 2009 Dr Young served as our Executive Chairman As noted above our employee directors did not receive any compensation in

2008 for their service on our Board As of December 31 2008 Dr Young held stock options to purchase 329118 shares of our common

stock He did not receive any equity awards in 2008 All Other Compensation includes Dr Youngs annual salary of $200000 and group

term life insurance payments of $2772
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CERTAIN INFORMATION WITH RESPECT TO EXECUTIVE OFFICERS

Biographies of Our Executive Officers

Set forth below is information regarding each of our executive officers as of April 11 2009 Biographical information with regard to

Mr Swisher is presented under Proposal No Election of Nominees to the Board of Directors on page of this proxy statement

Name Age Position

Daniel Swisher Jr 46 CEO President and Director

Eric Bjerkholt 49 Senior Vice President Corporate Development and Finance and Chief

Financial Officer

Steven Ketchum Ph.D 46 Senior Vice President Research and Development

The pnncipal occupations and positions for at least the past five years of our executive officers other than Mr Swisher are as follows

Eric Bjerkholt has served as our Senior Vice President Corporate Development and Finance and Chief Financial Officer since February

2007 From January 2004 to January 2007 he served as our Senior Vice President and Chief Financial Officer From January 2002 to January 2004
Mr Bjerkholt served as Senior Vice President and Chief Financial Officer at IntraBiotics Pharmaceuticals Inc pharmaceutical company focused on
the development of antibacterial and antifungal drugs for the treatment of serious infectious diseases Mr Bjerkholt was co-founder of LifeSpring

Nutrition Inc privately held nutraceutical company and from May 1999 to March 2002 served at various times as its Chief Executive Officer

President and Chief Financial Officer From 1990 to 1997 Mr Bjerkholt was an investment banker at J.P Morgan Co Mr Bjerkholt is member of

the Board of Directors of StemCells Inc biotechnology company Mr Bjerkholt holds Cand Oecon degree in Economics from the University of

Oslo and an M.B.A from Harvard Business School

Steven Ketchum Ph.D has served as our Senior Vice President Research and Development since June 2008 From May 2005 to May
2008 Dr Ketchum served as Senior Vice President Research Development and Medical Affairs of Reliant Pharmaceuticals Inc pharmaceutical

company From June 2002 to April 2005 Dr Ketchum served as Senior Vice President Operations and Regulatory Affairs for IntraBiotics

Pharmaceuticals Inc Dr Ketchum also held positions at ALZA Corporation from November 1994 to May 2002 most recently as Senior Director

Regulatory Affairs Dr Ketchum earned Ph.D in Pharmacology from University College London funded by the Sandoz Institute for Medical

Research and B.S in Biological Sciences from Stanford University
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EXECUTIVE COMPENSATION AND RELATED INFORMATION

Summary Compensation Table

The following table sets forth the compensation information for our Chief Executive Officer and our two most highly compensated executive

officers other than our Chief Executive Officer who were serving as executive officers as of December 31 2008 as well as two former executive

officers who would have qualified as our most highly compensated executive officers during 2008 but were no longer serving as our executive officers

as of December 31 2008 Such individuals are referred to as our named executive officers for the year ended December 31 2008 All compensation

awarded to earned by or paid to our named executive officers are included in the table below for the years indicated

Option All Other

Salary Bonus2 Awards3 Compensation4 Total

Name and Princi al Position Year

Includes amounts earned but deferred at the election of the named executive officer such as salary deferrals under our 401k Plan established

under Section 401k of the Internal Revenue Code of 1986 as amended or the Code

Cash bonus earned in 2007 and paid in February 2008 under our bonus program No cash bonuses were earned in 2008 See Narrative to

Summary Compensation Table Cash Bonuses in 2008 below

This column represents the dollar amount recognized for financial statement reporting purposes with respect to the 2008 and 2007 fiscal years

for the fair value of stock options granted to each of the named executive officers in such years in accordance with FASB Statement No 123

revised Share-Based Payment or FAS 123R Pursuant to SEC rules the amounts shown exclude the impact of estimated forfeitures

related to service-based vesting conditions For additional information on the valuation assumptions refer to Note 13 Stock-Based

Compensation in our Annual Report on Form 10-K for the year ended December 31 2008 filed with the SEC on April 2009 which

identifies assumptions made in the valuation of option awards in accordance with FAS 123R These amounts reflect our accounting expense

for these awards and do not correspond to the actual value that will be recognized by the named executive officers

Represents group term life insurance premiums reimbursements of up to $420 for health club memberships and up to $300 for airline club

fees each as applicable

Ms Pierces employment with us began in April 2007 and terminated as of April 10 2009

Dr Adelmans employment with us terminated as of June 2008 All Other Compensation for 2008 includes severance payment of

$234000

Dr McDowells employment with us terminated as of August 2008 All Other Compensation for 2008 includes severance payment of

$133250
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Narrative to Summary Compensation Table

Stock Option Grants in 2008

See Outstanding Equity Awards Table at December 31 2008 below for the terms of the stock options granted to certain of our named
executive officers in 2008

Executive Severance Benefits Agreements

We entered into executive severance benefits agreements with each of our named executive officers to provide certain benefits upon
termination of employment The agreements with Messrs Swisher and Bjerkholt and Dr Ketchum were amended in April 2009 in connection with our

adoption of Change of Control Payment Plan See Post-Termination CompensationChange of Control Severance Protections for more detailed

discussion of the benefits under such plan and pursuant to the executive severance benefits agreements as amended in connection with change of

control transaction

The Compensation Committee believes such agreements help us attract and retain employees in marketplace where such protections are

commonly offered by our peer companies We also believe that severance protections offered upon terminations arising in connection with change of

control allow our executives to assess potential change of control objectively without regard to the potential impact of the transaction on their own
job security At the time we originally entered into the executive severance benefits agreements with each of the named executive officers the

Compensation Committee determined that the terms of such executive severance benefits agreements reflected industry standard severance payments
benefits and equity acceleration

Mr Swisher Under the executive severance benefits agreement with Mr Swisher if Mr Swisher is terminated without cause or he is

constructively terminated he is entitled to receive payment equal to 12 months salary and continued health benefits for maximum period of the first

12 months following termination which may be terminated earlier upon his coverage by new employer subject to the execution of general release

in favor of Sunesis If such termination occurs within 12 months following change of control transaction of Sunesis he is entitled to receive subject

to the execution of general release in favor of Sunesis lump sum payment equal to 18 months of his base salary at the time of termination ii
lump sum payment equal to 150% of his target bonus for the year during which the termination occurs and iii continued health benefits for

maximum period of the first 18 months following termination which may be terminated earlier upon his coverage by new employer In connection

with our adoption of the Change of Control Payment Plan Mr Swishers executive severance benefits agreement was amended in April 2009 to

eliminate the severance benefits described in the immediately preceding sentence which would have been payable in the event of Mr Swishers
termination following change of control transaction of Sunesis In addition this agreement as amended also provides that in the event that Mr
Swisher is terminated by an acquirer within six months after change of control transaction the above-described severance benefits payable in the

event Mr Swisher is terminated without cause or constructively terminated would be reduced on dollar-for-dollar basis by the amount paid or

payable to Mr Swisher pursuant to the Change of Control Payment Plan Under Mr Swishers executive severance benefits agreement he will also be

eligible for certain option acceleration benefits as described in more detail under Post-Termination CompensationChange of Control Severance

Protections below

Mr Bjerkholt and Dr Ketchum Under the respective executive severance benefits agreements with Mr Bjerkholt and Dr Ketchum if such

executive is terminated without cause or is constructively terminated each is entitled to receive payment equal to nine months salary and continued

health benefits for maximum period of the first nine months following termination which may be terminated earlier upon his coverage by new
employer subject to the execution of general release in favor of Sunesis If such termination occurs within 12 months following change of control

transaction of Sunesis such executive is entitled to receive subject to the execution of general release in favor of Sunesis lump sum payment
equal to 14 months of his base salary at the time of termination ii lump sum payment equal to 117% of his target bonus for the year during which
the termination occurs and iii continued health benefits for maximum period of the first 14 months following termination which may be terminated

earlier upon his coverage by new employer In connection with our adoption of the Change of Control Payment Plan these executive severance

benefits agreements were amended in April 2009 to eliminate the severance benefits described in the immediately preceding sentence which would
have been payable in the event of Mr Bjerkholts or Dr Ketchums as the case may be termination following change of control transaction of

Sunesis In addition these agreements as amended also provide that in the event that Mr Bjerkholt or Dr Ketchum as the case may be is terminated

by an acquirer within six months after change of control transaction the above-described severance benefits payable in the event the executive is

terminated without cause or constructively terminated would be reduced on dollar-for-dollar basis by the amount paid or payable to the executive

pursuant to the Change of Control Payment Plan Under Mr Bjerkholts and Dr Ketchums respective executive severance benefits agreements they

will also be
eligible for certain option acceleration benefits as described in more detail under Post-Termination CompensationChange of Control

Severance Protections below

Drs Adelman and McDowell and Ms Pierce The employment of Dr Adelman terminated on June 2008 the employment of Dr
McDowell terminated August 2008 and the employment of Ms Pierce terminated on April 10 2009 Each of these former executive officers

received or are entitled to receive the following severance benefits pursuant to their executive severance benefits agreements with Sunesis in

connection with the termination of their employment
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Cash Health

Name Severance Benefits

V1eiL P4ree 55OO
Daniel Adelman MD 23400O l8963

obtt McDwll P1tt 1325ö

Represents nine months of base salary at time of termination

Represents six months of base salary at time of termination

Represents nine months of health care benefits which may be terminated earlier upon coverage of the executive by new employer

Represents six months of health care benefits which may be terminated earlier upon coverage of the executive by new employer

Cash Bonuses in 2008

Given the recommendation by our CEO not to pay our executive officers cash bonuses for performance in the year 2008 which

recommendation was approved by our Compensation Committee and in the case of our CEO by committee of those directors qualifying as outside

directors within the meaning of Section 162m of the Code and as non-employee directors within the meaning of Rule 16b-3 of the Exchange Act

no cash bonuses were awarded to our executive officers for performance in 2008

Outstanding Equity Awards Table at December 31 2008

The following information sets forth the outstanding stock options held by our named executive officers as of December31 2008 As of

December 31 2008 none of our named executive officers held unearned equity incentive awards or stock awards

Ontion Awards

Number of

Securities

Underlying

Unexercised

Options

Number of

Securities

Underlying

Unexercised

Options

Option Option

Exercise Expiration
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This stock option was granted on November 29 2005 pursuant to our 2005 Equity Incentive Award Plan and vests monthly during the 48-

month period measured from the grant date subject to the holders continued service with Sunesis

This stock option was granted on October 13 2006 pursuant to our 2005 Equity Incentive Award Plan and vests monthly during the 48-month

period measured from the grant date subject to the holders continued service with Sunesis

This stock option was granted on September 13 2007 pursuant to our 2005 Equity Incentive Award Plan and vests monthly during the 48-

month period measured from the grant date subject to the holders continued service with Sunesis

This stock option was granted on June 30 2008 pursuant to our 2005 Equity Incentive Award Plan and vests monthly during the 48-month

period measured from the grant date subject to the holders continued service with Sunesis

This stock option was granted on April 30 2007 pursuant to our 2005 Equity Incentive Award Plan and 25% of the shares subject to the

option vest one year from the date of the grant and the remaining shares vest monthly during the subsequent 36-month period thereafter

subject to the holders continued service with Sunesis

Dr Adelmans employment with us terminated as of June 2008 Pursuant to the Acceptance of Option Amendment by and between us and

Dr Adelman dated June 2008 the post-termination exercise period of Dr Adelmans outstanding options that had vested as of June

2008 together with options that vested in connection with his severance were extended until the earlier of the original end of the term of

each such option or ii June 30 2009

Dr McDowells employment with us terminated as of August 2008 Pursuant to the Acceptance of Option Amendment by and between us

and Dr McDowell dated June 27 2008 the post-termination exercise period of Dr McDowells outstanding options that had vested as of

August 2008 together with options that vested in connection with his severance were extended until the earlier of the original end of the

term of each such option or ii June 30 2009

Pact-Termination ompencatian

Retirement Savings

We encourage our executives and employees generally to plan for retirement compensation through voluntary participation in our 401k Plan

All of our employees including our executives may participate in our 401k Plan by making pre-tax contributions from wages of up to 60% of their

annual cash compensation up to the current Internal Revenue Service limits During 2008 we did not make matching contributions to the 401k Plan

All of our executives can participate in the 401k Plan on the same terms as our employees We believe this program is comparable with programs
offered by our peer companies and assists us in attracting and retaining our executives

Medical Benefits

On April 2009 Dr Young retired as our Executive Chairman In connection with his resignation we agreed to cover Dr Youngs medical

benefits for period of 12 months however Dr Young is not otherwise entitled to any severance in connection with his resignation pursuant to the

terms of his Second Amended and Restated Executive Severance Benefits Agreement with us dated December 23 2008

Change of Control Severance Protections

Change of Control Payment Plan

On April 2009 we adopted Change of Control Payment Plan or the Plan pursuant to which 10.5 to 12.0% of the transaction value or the

Plan Pool of change of control transaction of Sunesis would be allocated to our eligible employees including our named executive officers

remaining employed by Sunesis pursuant to the terms of such Plan The aggregate proceeds available for distribution to eligible employees under the

Plan is as follows
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ansacfion
Value reate Plan Pool

30 million but less than 45 million 11.0

60 million
12.0

In order for an employee to be eligible to participate in the Change of Control Payment Plan the individual must be full-time regular U.S

employee and designated in writing by our Board subject to certain limitations Each participant shall be allocated percentage of the Plan Pool The

percentage allocations of the Plan Pool for our executive officers are as follows

Chief Executive Officer 20.0

Our Vice Presidents and other employees are also eligible to participate in the Plan If the number of employees at level of Vice President or

higher participating in the Plan changes after April 2009 the Plan Pool allocations shown above shall be reallocated by the Compensation
Committee of our Board or the Compensation Committee on pro rata basis without increasing or decreasing the aggregate Plan Pool If there are

significant decreases in the number of
eligible employees below the level of Vice President the Compensation Committee in its sole discretion but

considering the recommendation of our CEO may reallocate portion of the Plan Pool to other allocation categories including those at or above the

level of Vice President without increasing or decreasing the aggregate Plan Pool

If change of control occurs participant in the Plan shall receive in exchange for general release of claims against us payment under

the Plan in the same consideration received by us or our stockholders in the transaction if the participant is still an eligible employee on the date that

payments pursuant to the Plan are scheduled to be made and any cash severance payments owed by us in the future to the participant on account of

termination by us without cause or constructive termination by us within six months following the change of control transaction under any severance

agreement shall be reduced on dollar-for-dollar basis by any payments pursuant to the Plan If the participant has been terminated by us without

cause or constructively terminated by us at the time payments under the Plan are scheduled to be made we shall still provide the participant with such

participants allocated portion of the Plan Pool but any cash severance payments otherwise payable to the participant by us shall be reduced on

dollar-for-dollar basis by such allocated portion of the Plan Pool which shall be paid in cash to the extent of the cash severance payments that have

been so reduced The application of the Plan to amounts that are paid from escrow or pursuant to earn-out or other contingencies shall be determined at

future date in the sole discretion of our Board recognizing that it is the present intention of our Board to apply the Plan to such amounts in the same

manner as it applies to amounts payable immediately upon the effective date of the change of control subject however to the requirements for either

compliance with or exemption from Section 409A of the Code

In general change of control under the Plan includes an acquisition transaction in which person or entity with certain exceptions
becomes the direct or indirect beneficial owner of more than 50% of our voting stock as well as the consummation of certain types of corporate

transactions such as merger consolidation reorganization business combination or sale of all or substantially all of our assets pursuant to which our

stockholders own directly or indirectly less than 50% of Sunesis or our successor or if our stockholders approve liquidation or dissolution of

Sunesis However cash financing transaction will not constitute change of control transaction pursuant to the terms of the Plan

The Plan shall remain in effect until the earlier of the conclusion of change of control transaction and payout under the Plan or six months

after the earlier of the common equity closing of the Private Placement or the conversion of our outstanding shares of Series preferred stock

provided however that our obligation to make payments pursuant to change of control transaction that occurs on or prior to such termination shall be

unaffected by such termination For more information on these events see Note 17 Subsequent Events to the Notes to Consolidated Financial

Statements in our Annual Report on Form 10-K for the year ended December 31 2008 filed with the SEC on April 2009 We reserve the right to

amend or terminate the Plan at any time subject to the consent of any adversely affected participant

Executive Severance BenefIts Agreements

In general change of control under these executive severance benefits agreements as amended includes an acquisition transaction in

which person or entity with certain exceptions described in the agreements becomes the direct or indirect beneficial owner of more than 50% of our

voting stock as well as the consummation of certain types of corporate transactions such as merger consolidation reorganization business

combination or sale of all or substantially all of our assets pursuant to which our stockholders own directly or indirectly less than 50% of Sunesis or

our successor or if our stockholders approve liquidation or dissolution of Sunesis However cash financing transaction will not constitute change
of control transaction pursuant to the terms of the executive severance benefits agreements
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Each of the executive severance benefits agreements provides that in the event that any benefits provided in connection with change of

control or related termination of employment would be subject to the 20% excise tax imposed by Section 4999 of the Internal Revenue Code of

1986 or the Code the executive officer will receive the greater on an after-tax basis taking account of all federal state and local taxes and excise

taxes of such benefits or such lesser amount of benefits as would result in no portion of the benefits being subject to the excise tax An executive

officers receipt of any severance benefits is subject to his execution of release in favor of Sunesis Any benefits under the executive severance

benefits agreement would terminate immediately if the executive officer at any time violates any proprietary information or confidentiality obligation

to us See Narrative to Summary Compensation TableExecutive Severance Benefits Agreements above for description of the other terms of the

executive severance benefits agreements

Stock Option Acceleration

Under the executive severance benefits agreements as amended with Messrs Swisher and Bjerkholt and Dr Ketchuni in connection with

change of control of Sunesis the vesting of 50% of each such executive officers outstanding option awards is automatically accelerated immediately

prior to the effective date of such change of control In the event of termination without cause or constructive termination of any of these executives

officers within 12 months following change of control 100% of such executive officers outstanding awards would automatically accelerate on the

date of termination or ii if prior to or more than 12 months following change of control the outstanding awards that would have vested over the 12

month period following the date of termination would automatically accelerate or such executive officer

Change of Control Equity Incentive Plan Protections

Our 1998 Stock Plan and our 2001 Stock Plan both provide that in the event of proposed sale of all or substantially all of our assets or

merger of Sunesis with or into another corporation in which we are not the surviving corporation each outstanding award shall be assumed or an

equivalent award substituted by such successor corporation unless the successor corporation does not agree to assume the award in which case the

award shall terminate upon the consummation of the merger or sale of assets

Our 2005 Equity Incentive Award Plan and 2006 Employment Commencement Incentive Plan provide that upon any change of control of

Sunesis our Board or any committee delegated authority by our Board may in its discretion make adjustments it deems appropriate to reflect such

change with respect to the aggregate number and type of awards that may be issued under the applicable plan ii the terms and conditions of any
outstanding awards and iiiand the grant or exercise price of any outstanding awards If outstanding awards are not assumed by the surviving or

successor entity and such successor entity does not substitute substantially similar awards for those awards outstanding under the 2005 Equity

Incentive Award Plan and the 2006 Employment Commencement Incentive Plan such outstanding awards shall become fully exercisable and/or

payable as applicable and all forfeiture restrictions on such outstanding awards shall lapse

In addition our 2005 Equity Incentive Award Plan and 2006 Employment Commencement Incentive Plan include change in control

provisions which may result in the accelerated vesting of outstanding awards In the event of change in control of our company for example if we
are acquired by merger or asset sale each outstanding award under the 2005 Equity Incentive Award Plan and 2006 Employment Commencement
Incentive Plan will accelerate and immediately vest with respect to 50% of the award and if the remainder of the award is not to be assumed by the

successor corporation the full amount of the award will automatically accelerate and become immediately vested Additionally in the event the

remainder of the award is assumed by the successor corporation any remaining unvested shares would accelerate and immediately vest in the event the

optionee is terminated without cause or resigns for good reason within 12 months following such change in control Pursuant to amendments to the

2005 Equity Incentive Award Plan and 2006 Employment Commencement Incentive Plan approved by our Board in March 2009 cash financing will

not constitute change of control In order to make the treatment of outstanding options granted under the 1998 Stock Plan and 2001 Stock Plan for

then-current employees identical to the treatment of options granted under the 2005 Equity Incentive Award Plan and 2006 Employment
Commencement Incentive Plan all options outstanding under the 1998 and 2001 plans were amended to reflect identical change in control provisions

We believe that the terms of our equity incentive plans described above are consistent with industry practice

Potential Payments Upon Termination or Change of Control

The following table illustrates potential payments to our named executive officers under our executive severance benefits agreements in

connection with change of control event or with respect to termination without good cause or resignation for good reason subsequent to change of

control event as if such change of control event or covered termination occurred as of December 31 2008
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Potential Payments in Connection With

Covered

Termination

Prior to or

Termination More

Within 12 than 12

Months Months

Following Following

Change of Change of Change of

Control Control Control

Name eofBenefit

Eric Bjerkholt

Equity Award Acceleration _2
Salary 3750346 24109412

Bonus 112510

Health Benefits 17056 1096513

Total 504600 252059

Daniel Adelman M.D

Equity Award Acceleration

Represents the amount of the benefit each of our named executive officers would have received pursuant to the terms of our executive

severance benefits agreements with them from the acceleration of 50% of such executives aggregate outstanding unvested stock options

assuming change of control event occurred on December 31 2008 As of December 31 2008 none of our named executive officers held in-

the-money stock options as determined by the closing price of our common stock on December 31 2008 as reported by NASDAQ which was

$0.32 and as result none of our named executive officers would have received any benefit from such provisions under our executive

severance benefits agreements with them if change of control had occurred as of December 31 2008

Represents the amount of the benefit each of our named executive officers would have received pursuant to the terms of our executive

severance benefits agreements with them from the acceleration of 100% of such executives aggregate outstanding unvested stock options

assuming such executives employment with us terminated on December 31 2008 within 12 months of change of control event As of

December 31 2008 none of our named executive officers held in-the-money stock options as determined by the closing price of our common
stock on December 31 2008 as reported by NASDAQ which was $0.32 and as result none of our named executive officers would have

received any benefit from such provisions under our executive severance benefits agreements with them if their employment terminated as of

December 31 2008 within 12 months of change of control event

Salary

Bonus

Health Benefits

Tn

14

23400012

1858213
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Represents 18 months of base salary at time of termination

Represents lump sum equal to 150% of such named executive officers applicable target bonus for 2008

Represents 18 months of healthcare benefits

Represents 14 months of base salary at time of termination

Represents lump sum equal to 117% of such named executive officers applicable target bonus for 2008

Represents 14 months of healthcare benefits

Represents the amount of the benefit each of our named executive officers would have received pursuant to the terms of our executive

severance benefits agreements from the acceleration with respect to an additional 12 months of vesting of such executives aggregate

outstanding unvested stock options assuming such executives employment with us terminated on December 31 2008 As of December31

2008 none of our named executive officers held in-the-money stock options as determined by the closing price of our common stock on

December 2008 as reported by NASDAQ which was $0.32 and as result none of our named executive officers would have received

any benefit from such provisions under our executive severance benefits agreements with them if their employment terminated as of

December31 2008

10 Represents 12 months of base salary at time of termination

11 Represents 12 months of healthcare benefits

12 Represents nine months of base salary at time of termination

13 Represents nine months of healthcare benefits

14 Dr Adelmans employment with us was terminated as of June 2008 This amount represents the benefit Dr Adelman received pursuant to

the terms of his executive severance benefits agreement from the acceleration with respect to an additional 12 months of vesting of his

aggregate outstanding unvested stock options As of June 2008 none of Dr Adelmans stock options were in the money as determined by

the closing price of our common stock on June 2008 as reported by NASDAQ which was $1.80 and as result he did not receive any

benefit from such provision under his executive severance benefits agreement

15 Dr McDowells employment with us was terminated as of August 2008 This amount represents the benefit Dr McDowell received

pursuant to the terms of his executive severance benefits agreement from the acceleration with respect to an additional 12 months of vesting of

his aggregate outstanding unvested stock options As of August 2008 none of Dr McDowells stock options were in the money as

determined by the closing price of our common stock on August 2008 as reported by NASDAQ which was $1.55 and as result he did

not receive any benefit from such provision under his executive severance benefits agreement

16 Represents six months of base salary at time of termination

17 Represents lump sum equal to 12.5% of Dr McDowells base salary at time of termination

18 Represents six months of healthcare benefits

19 Ms Pierces employment with us terminated as of April 10 2009

See Narrative to Summary Compensation Tableand Post-Termination Compensation Change of Control Severance Protections

above for discussion of the Change of Control Payment Plan we adopted in April 2009 and the related amendments to our executives executive

severance benefits agreements
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INDEPENDENT PUBLIC ACCOUNTANTS

Principal Accountant Fees and Services

The following is summary of the aggregate fees billed to us by Ernst Young LLP our independent registered public accounting firm for

the years ended December 31 2008 and 2007 for each of the following categories of professional services

Year Ended

December 31 December 31
Fee Cate2orv 2008 2007

in thousands

Audit-Related Fees

Other Fees2 1320 1500-1-IL
Audit fees for 2008 and 2007 included the aggregate fees for professional services rendered for the audit of our fittancial statements review of

our interim financial statements review of our registration statements on Forms S-3 and Form S-8 an opinion on managements assessment

of the effectiveness of our internal control over financial reporting as required by Section 404 of the Sarbanes-Oxley Act of 2002 and the

issuance of comfort letters and consents

Other fees in 2008 and 2007 were subscription for Ernst Young LLPs online research services tool

All of the fees described above were pre-approved by the Audit Committee

Pre-approval Policies

The Audit Committee has adopted policy relating to the approval of all audit and non-audit services that are to be performed by our

independent registered public accounting firm This policy generally provides that we will not engage our independent registered public accounting

firm to render audit or non-audit services unless the service is specifically approved in advance by the Audit Committee or the engagement is entered

into pursuant to pre-approval procedures established by the Audit Committee including policies for delegating authority to member of the Audit

Committee Any service that is approved pursuant to delegation of authority to member of the Audit Committee must be reported to the full Audit

Committee at subsequent meeting

The Audit Committee has determined that the rendering of the services other than audit services by Ernst Young LLP as described above is

compatible with maintaining their independence
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

Certain Related Party Transactions

Other than as described below there were no other related party transactions during 2008 with our executive officers directors and beneficial

owners of five percent or more of our securities

Executive Severance Benefits Agreements

We have entered into executive severance benefits agreements and related amendments with our executive officers See Executive

Compensation and Related Information for further discussion of these arrangements

Stock Option Grants

We have granted stock options to our executive officers and our non-employee directors See Executive Compensation and Related

Information and Information About the Board of Directors and Corporate Governance Director Compensation for further discussion of these

awards

Indemnification of Directors and Officers

We have entered into indemnity agreements with our executive officers and directors which provide among other things that we will

indemnify such executive officer or director under the circumstances and to the extent provided for therein for expenses damages judgments fines

and settlements he or she may be required to pay in actions or proceedings which he or she is or may be made party by reason of his or her position as

director executive officer or other agent of Sunesis and otherwise to the fullest extent permitted under Delaware law and our bylaws We also intend

to execute these agreements with our future executive officers and directors

There is no pending litigation or proceeding naming any of our directors or executive officers as to which indemnification is being sought nor

are we aware of any pending or threatened litigation that may result in claims for indemnification by any director or executive officer

Consulting Agreements

We have entered into consulting agreements with two of our directors Drs Pearce and Stump See Information About the Board of Directors

and Corporate Governance Director Compensation for further discussion of these agreements

Purchases of Our Securities

On March 31 2009 we entered into securities purchase agreement with accredited investors including certain members of management

providing for private placement of our securities or the Private Placement The Private Placement contemplates the sale of up to $15.0 million of

units consisting of Series preferred stock and warrants to purchase common stock in two closings and common stock closing of up to $28.5

million $10.0 million in units were sold at the initial closing on April 2009 The participation in the Private Placement by some of our executive

officers was approved bythe Audit Committee of the Board of the Directors

The shares of Series preferred stock and warrants to purchase common stock set forth in the table below were issued and sold in the initial

closing of the Private Placement held on April 2009 to entities affiliated with certain of our xecutive officers and entities affiliated with Alta

Partners one of our principal stockholders We believe the terms obtained or consideration that we received in connection with the Private Placement

were comparable to terms available or the amounts that would be received by us in arms-length transactions

Initial

Series Closing
Total

Executive Officer Preferred Investment Participation

Affiliation if anv Stock Amount AmounttorWarrant5v
Steven Ketchum Ph.D Self 6663 66630 22989 100000

Reflects the total dollars that such entities and individual could invest in the aggregate in the Private Placement

Consists of 305152 shares purchased by Alta BioPharma Partners III L.P ii 20493 shares purchased by Alta BioPharma Partners III

GmbH Co Beteiligungs KG and iii 7520 shares purchased by Alta Embarcadero BioPharma Partners III LLC In addition the entities

affiliated with Alta Partners may participate in the subsequent closings of the Private Placement with an additional investment of up to

approximately $3850000
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Consists of warrants to purchase 3051520 shares of common stock purchased by Alta BioPharma Partners III L.P ii 204930 shares of

common stock purchased by Alta BioPharma Partners III GmbH Co Beteiligungs KG and iii 75200 shares of common stock purchased

by Alta Embarcadero BioPharma Partners III LLC

In addition entities affiliated with Bay City Capital LLC participated in the initial closing of the Private Placement with an investment in the

amount of $2298851 and may participate in the subsequent closings of the Private Placement with an additional investment of up to approximately

$7700000 In connection with and immediately subsequent to the Private Placement affiliates of each of Alta Partners and Bay City Capital were

appointed to our Board The director on our Board designated by Alta Partners is Edward Hurwitz director of Alta Partners and the director

designated by Bay City Capital is Dayton Misfeldt an investment partner of Bay City Capital See Security Ownership of Certain Beneficial Owners

and Management for more information regarding the holdings of each of these individuals and entities

Investor Rights Agreements

Eighth Amended and Restated Investor Rights Agreement

We have entered into an Eighth Amended and Restated Investor Rights Agreement dated August 30 2004 and as subsequently amended
with the prior holders of our convertible preferred stock and certain holders of warrants to purchase convertible preferred stock including entities with

which certain of our directors are affiliated As of December31 2008 the holders of 4304075 shares of our common stock and 241546 shares of

common stock issuable upon the exercise of outstanding warrants are entitled to certain rights with respect to the registration of their shares pursuant to

the terms and conditions of such agreement These registration rights were waived with respect to the issuance of our securities contemplated by the

Private Placement All registration rights under this agreement terminated on or about May 2009

Investor Rights Agreement

In connection with the initial closing of the Private Placement we entered into an Investor Rights Agreement on April 2009 with the

investors in the Private Placement pursuant to which we granted to the investors certain registration rights with respect to the securities issued and sold

pursuant to the Private Placement As of April 10 2009 the holders of 2898544 shares of our preferred stock and 28985440 shares of common
stock issuable upon the exercise of outstanding warrants are entitled to certain rights with respect to the registration of their shares pursuant to the

terms and conditions of such agreement

Pursuant to the Investor Rights Agreement we also granted to the investors certain rights of first refusal with respect to certain future

issuances of our securities including as part of future equity financing subject to customary exclusions If we determine to issue any such securities

not subject to such exceptions then we must provide notice and an offer to sell the securities to the purchasing stockholders on the same terms as we

propose to sell such securities to other investors pro rata amount of such securities based on such investors respective percentage ownership of our

outstanding common stock calculated as if all shares of Series preferred stock including any dividends thereon had been converted into shares of

common stock immediately following the original issuance of our Series preferred stock

The Investor Rights Agreement also includes an agreement between the parties with respect to the size and composition of our Board

Specifically following the initial closing the size of our Board was set at eight members and the holders of majority of the Series preferred stock

have the right to designate and we are required to nominate three members to our Board Alta BioPharma Partners III L.P or Alta Bay City Capital

LLC or Bay City Capital and Growth Equity Opportunities Fund LLC or GEO together with their respective affiliates each have the right to

designate one such investor designee As result our Board elected Messrs Hurwitz and Misfeldt to our Board on April 2009 as designees of Alta

and Bay City Capital respectively To date GEO has not exercised its right to designate director for election our Board but may exercise such right

in the future subject to the terms of the Investor Rights Agreement Following the earliest to occur of the second closing of the Private Placement
the common equity closing of the Private Placement or the closing of qualiiiing alternative common stock financing provided the investors

exercise their preemptive rights and beneficially own greater than majority of our voting stock as of such applicable closing the size of our Board

would be increased to nine members pursuant to the Investor Rights Agreement and the holders of majority of our Series preferred stock would be

entitled to designate and we would be required to nominate five members to our Board Alta Bay City Capital and GEO together with their

respective affiliates would each have the right to designate one such investor designee
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth as of April 10 2009 information regarding beneficial ownership of our common stock by

each person or group of affiliated persons known by us to beneficially own more than 5% of our common stock

each of our named executive officers

each of our directors and

all of our executive officers and directors as group

Beneficial ownership is determined according to the rules of the SEC and generally means that person has beneficial ownership of security

if he she or it possesses sole or shared voting or investment power of that security and includes options and warrants that are currently exercisable or

exercisable within 60 days of April 10 2009 Shares of common stock subject to stock options and warrants currently exercisable or exercisable within

60 days of April 10 2009 are deemed to be outstanding for computing the percentage ownership of the person holding these options and warrants and

the percentage ownership of any group of which the holder is member but are not deemed outstanding for computing the percentage of any other

person Except as indicated by footnote and subject to community property laws where applicable we believe the persons named in the table have

sole voting and investment power with respect to all shares of common stock shown as beneficially owned by them

This table lists applicable percentage ownership based on 34409768 shares of common stock outstanding and 2898544 shares of Series

preferred stock outstanding or an aggregate of 37308312 shares of capital stock as of April 10 2009 Unless otherwise indicated the address for

each of the beneficial owners in the table below is do Sunesis Pharmaceuticals Inc 395 Oyster Point Boulevard Suite 400 South San Francisco

California 94080

Beneficial Ownership

Shares of

Common
Stock

Beneficially

Owned

Percentage
of

Common
Stock

Beneficially

Owned

Shares of

Preferred

Stock

Beneficially

Owned

Percentage

of

Preferred

Stock

Beneficially

OwnedName of Beneficial O%%ner

5% Stockholders

Entities affiliated with Alta Partners 6143.853 16.0 333165 1.5c

Entities affiliated with Bay City capiud4 6672A2l 16.2 666333 23.0

Biogcn ldec 2.912 022 8.5 0.0

axton Advantages Life Sciences Fund L.P.61 1665830 4.6 166.583 5.8

Lntities affiliated with Credit Suisse First Boston 3.406.590 9.9 0.0

Fntities affiliated with Deerfieldt8 2148102 6.2 0.0

Fidelit Management Research ompanv 3.156.200 9.2 0.0

Growth Equity Opportunities Fund LLc110 6663.330 16.2 666333 23.0

Entities affiliated with Merlin Biomed 4.906 351 13.0 339.830 11.7

ONGeneralPariershipLimited2 3331660 8.8 333.166 11.5

Entities Affiliated with Venrock Associates1 2.474404 6.9 133.266 4.6

Vision Oppor1nity Master lund Ltd.its 999 5.5 199900 6.9

Entities atfihiated with Warburg Pincus LLc 545.621 13.1 0.0

Named Executive Officers and Directors

lames Young Ph.D 413.421 1.2 0.0

Daniel Swisher Jr 795066 2.3 13326
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Beneficial Ownership

Percentage Percentage
Shares of of Shares of of

Common Common Preferred Preferred

Stock Stock Stock Stock

Beneficially Beneficially Beneficially Beneficially

Name of Beneficial O%ner Oiied Ovi.ned O%ned Oned

Eric Bjerkho1t8 345.912 1.0 6663

Valerie Pierce 148.684 0.1

Daniel Adelman MD.t20 263906 0.0

Robert McDocll Ph.D.2 88.760 0.0

Mthew Fust22 60000 0.0

Homer Pearce Ph.D.13 50.000 0.0

David Shimp M.D.24 50000 0.0

Dayton Misfeldt 6.672.421 16.2 666.333 23.0

Edward Hurwitzt2S 6143873 16.0 333165 11.5

All executive officers and directors as group persons 14597323 31.4 1026.150 35.4

Represents beneficial ownership of less than one percent 1% of the outstanding shares of our capital stock

This table is based upon information provided to us by our executive officers and directors and upon information about principal stockholders

known to us based on Schedules 13G and l3D filed with the SEC

Includes shares issuable pursuant to stock options and warrants exercisable within 60 days of April 10 2009

Includes 137323 shares of our common stock 20493 shares of our Series preferred stock and 240591 shares of common stock issuable

upon exercise of warrants outstanding held by Alta BioPharma Partners Ill GmbH Co Beteiligungs KG ii2044750 shares of our common
stock 305152 shares of our Series preferred stock and 3582512 shares of common stock issuable upon exercise of warrants outstanding held

by Alta BioPharma Partners III L.P and iii 50391 shares of our common stock 7520 shares of our Series preferred stock and 88286
shares of common stock issuable upon exercise of warrants outstanding held by Alta Embarcadero BioPharma Partners III LLC Alta Partners

III Inc provides investment advisory services to Alta BioPharma Partners III GmbH Co Beteiligungs KG Alta BioPharma Partners III L.P

and Alta Embarcadero BioPharma Partners III LLC which we refer to collectively as the Alta Funds The managing directors of Alta

BioPharma Management III LLC which is general partner of Alta BioPharma Partners III L.P and the managing limited partner of Alta

BioPharma Partners III GmbH Co Beteiligungs KG and the managers of Alta Embarcadero BioPharma Partners III LLC exercise sole

dispositive and voting power over the shares owned by the Alta Funds Certain principals of Alta Partners III Inc Jean Deleage Alix Marduel

Farah Campsi Edward Penhoet and Edward Hurwitz are managing directors of Alta BioPharma Management III LLC and managers of Alta

Embarcadero BioPharma Partners III LLC These individuals may be deemed to share dispositive and voting power over the shares held by the

Alta Funds Each of these individuals disclaims beneficial ownership of such shares except to the extent of his or her pecuniary interest

therein The address of Aba Partners III Inc and its affiliates is One Embarcadero Center 37th Floor San Francisco California 94111

Includes 9091 shares of our common stock held by Bay City Capital LLC Delaware limited liability company or BCC ii 653873 shares

of our Series preferred stock and 6538730 shares of common stock issuable upon exercise of warrants outstanding held by Bay City Capital

Fund L.P or Fund and iii 12460 shares of our Series preferred stock and 124600 shares of common stock issuable upon exercise of

warrants outstanding held by Bay City Capital Fund Co-Investment Fund L.P or Co-Investment BCC is the manager of Bay City Capital

Management LLC Delaware limited liability company or Management Management is the general partner of Fund and Co
Investment BCC is also an advisor to Fund and Co-Investment Dayton Misfeldt is partner of BCC The address of the principal

business and office of Bay City Capital and its affiliates is 750 Battery Street Suite 400 San Francisco California 94111

Biogen Idec MA Inc Massachusetts corporation is wholly owned subsidiary of Biogen Idec Inc biotechnology company James

Mullen Bruce Ross and Peter Kellogg are the directors and executive officers of Biogen Idec MA Inc These individuals may be deemed

to share dispositive and voting power over the shares which are or may be deemed to be beneficially owned by Biogen Idec MA Inc Each of

these individuals disclaims beneficial ownership of these shares except to the extent of his pecuniary interest therein

Includes 166583 shares of our Series preferred stock and 1665830 shares of common stock issuable upon the exercise of warrants

outstanding owned by Caxton Advantages Life Sciences Fund L.P Caxton The principal address for Caxton is do Caxton Advantage

Venture Partners L.P 500 Park Avenue 9th Floor New York New York 10022
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Includes 175775 shares of our common stock held by EMA Partners Fund 2000 L.P or EMA Partners ii 233004 shares of our common

stock held by EMA Private Equity Fund 2000 L.P or EMA Private iii 654387 shares of our common stock held by Credit Suisse First

Boston Equity Partners Bermuda L.P CSFB Bermuda iv 2341061 shares of our common stock held by Credit Suisse First Boston Equity

Partners L.P or CSFB-EP and 2263 shares of our common stock held by Credit Suisse First Boston U.S Executive Advisors L.P or

CSFB U.S Credit Suisse First Boston Advisory Partners LLC or CSFB Advisory manages the investments of CSFB-EP CSFB Bermuda and

CSFB U.S EMA Partners and EMA Private each must invest in and dispose of its portfolio securities simultaneously with CSFB-EP on pro

rata basis CFSB Advisory may be deemed to have dispositive and voting power over the shares held by CSFB-EP CSFB Bermuda CSFB

U.S EMA Partners and EMA Private Credit Suisse Group through wholly owned subsidiary is parent of CSFB Advisory and may be

deemed to have dispositive and voting power over the shares held by CSFB-EP CSFB Bermuda CSFB U.S EMA Partners and EMA
Private Credit Suisse Group disclaims beneficial ownership of the shares owned by such investment partnerships The address of Credit Suisse

First Boston and its affiliates is Eleven Madison Avenue New York New York 10010

Includes 1077262 shares of our common stock and 305314 shares of common stock issuable upon exercise of warrants outstanding held by

Deerfield Special Situations Fund International Ltd and ii 587748 shares of our common stock and 177778 shares of common stock

issuable upon exercise of warrants outstanding held by Deerfield Special Situations Fund L.P James Flynn investment manager of each of

Deerfield International Limited Deerfield Partners L.P Deerfield Special Situations Fund International Ltd and Deerfield Special Situations

Fund L.P has dispositive and voting power over the shares owned by these funds All such warrants are immediately exercisable Mr Flynn

disclaims beneficial ownership of such shares except to the extent of his pecuniary interest therein The address of Deerfield and its affiliates is

780 Third Avenue 37th Floor New York New York 10017

Fidelity Management Research Company or Fidelity wholly owned subsidiary of FMR LLC or FMR and an investment adviser registered

under Section 203 of the Investment Advisers Act of 1940 is the beneficial owner of 3156200 shares of our common stock as result of acting

as investment adviser to various investment companies registered under Section of the Investment Company Act of 1940 as amended or the

Investment Company Act The ownership of one investment company Fidelity Growth Company Fund or Fidelity Growth amounted to

3156200 shares of the common stock outstanding Edward Johnson 3d and FMR through its control of Fidelity Growth and the funds each

has sole power to dispose of the 3156200 shares owned by the funds Members of the family of Edward Johnson 3d Chairman of FMR are

the predominant owners directly or through trusts of shares of Series voting common stock of FMR representing approximately 49% of the

voting power of FMR The Johnson family group and all other Series shareholders have entered into shareholders voting agreement under

which all shares of Series voting common stock will be voted in accordance with the majority vote of shares of Series voting common

stock Accordingly through their ownership of voting common stock and the execution of the shareholders voting agreement members of the

Johnson family may be deemed under the Investment Company Act to form controlling group with respect to FMR Neither FMR nor

Edward Johnson 3d Chairman of FMR has the sole power to vote or direct the voting of the shares owned directly by the funds which

power resides with the funds boards of trustees Fidelity carries out the voting of the shares under written guidelines established by the Board

of Trustees of the Fidelity entities described above The address of Fidelity is 82 Devonshire Street Boston Massachusetts 02109

10 Includes 666333 shares of our Series preferred stock and 6663330 shares of common stock issuable upon the exercise of warrants

outstanding owned by Growth Equity Opportunities Fund LLC or GEO The sole member of GEO is New Enterprise Associates 12 Limited

Partnership or NEA 12 NEA Partners 12 Limited Partnership or NEA Partners 12 is the general partner of NEA 12 and NEA 12 GP LLC or

NEA 12 OP and Michael James Barrett Peter Barns Forest Baskett Ryan Drant Patrick Kerins Krishna Kolluri Richard Kramlich

Charles Linehan Charles Newhall III Mark Perry Scott Sandell and Eugene Trainor III collectively the Managers are the

individual managers of NEA 12 GP GEO NEA 12 NEA Partners 12 and NEA 12 GP Each of the above named entities and persons except

GEO disclaims beneficial ownership of the securities except to the extent of their pecuniary interest therein if any The address for GEO is 119

St Paul Street Baltimore Maryland 21202

11 Includes 1000000 shares of our common stock 139930 shares of our Series preferred stock and 1399300 shares of common stock

issuable upon the exercise of warrants outstanding owned by Nexus Gemini L.P or Gemini ii 508051 shares of our common stock owned

by Merlin Nexus II L.P or Nexus II and iii 199900 shares of our Series preferred stock and 1999000 shares of common stock issuable

upon the exercise of warrants outstanding owned by Merlin Nexus III L.P Nexus III Merlin BioMed Private Equity Advisors LLC
Delaware limited liability company or Merlin is the investment adviser to Gemini Nexus II and Nexus III Dominique Semon is the

controlling principal and chief investment officer of Merlin Merlin and Mr Semon share voting power and dispositive power over the shares

held by Gemini Nexus II and Nexus Ill The principal address for Merlin and it affiliates is 230 Park Avenue Suite 928 New York New York

10169

12 Includes 333166 shares of our Series preferred stock and 333 1660 shares of common stock issuable upon the exercise of warrants

outstanding owned by ONC General Partner Limited ONC The principal address for ONC is 26 New Street St Helier Jersey Channel

Islands JE4 8PP

13 Includes 467380 shares of our common stock 54639 shares of our Series preferred stock and 546390 shares of common stock issuable

upon the exercise of warrants held by Venrock Associates ii 649955 shares of our common stock 78627 shares of our Series preferred

stock and 786270 shares of common stock issuable upon the exercise of warrants held by Venrock Associates II L.P and in 24409 shares of

our common stock held by Venrock Entrepreneurs Fund L.P Dr Evnin Michael Brooks Eric Copeland Bryan Roberts Ray

Rothrock Michael Tyrrell and Anthony Sun are the general partners of Venrock Associates and Venrock Associates 11 L.P These

individuals may be deemed to share dispositive and voting power over the shares which are or may be deemed to be beneficially owned by

Venrock Associates and Venrock Associates II L.P Each of these individuals disclaims beneficial ownership of these shares except to the

extent of his or her pecuniary interest therein The general partner of Venrock Entrepreneurs Fund L.P is Venrock Management LLC Dr

Evnin Michael Brooks Eric Copeland Bryan Roberts Ray Rothrock Michael Tyrrell and Anthony Sun are the members of

Venrock Management LLC These individuals may be deemed to share dispositive and voting power over the shares which are or may be

deemed to be beneficially owned by Venrock Entrepreneurs Fund L.P Dr Evnin disclaims beneficial ownership of the shares held by the

above-referenced entities except to the extent of his pecuniary interest therein The principal address for the Venrock Associates and its

affiliates is 530 Fifth Avenue 22 Floor New York New York 10036
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14 Includes 199900 shares of our Series preferred stock and 1999000 shares of common stock issuable upon the exercise of warrants

outstanding owned by Vision Opportunity Master Fund Ltd Cayman Islands company or the Vision Fund Vision Capital Advisors LLC
Delaware limited

liability company is the investment manager of the Vision Fund and Adam Benowitz is the Managing Member of the

investment manager The Vision Fund directly beneficially owns all of the shares reported in this table Mr Benowitz and the investment

manager may be deemed to share with the Vision Fund voting and dispositive power with respect to such shares The principal address of the

Vision Fund is do Citi Hedge Fund Services Cayman Limited P.O Box 1748 Cayman Corporate Centre 27 Hospital Road 5t5 Floor Grand

Cayman KY 1-1109 Cayman Islands

15 Includes 4183939 shares of our common stock and 228261 shares of common stock issuable upon exercise of warrants outstanding held by

Warburg Pincus Equity Partners L.P or WPEP ii 109214 shares of our common stock and 12077 shares of common stock issuable upon

exercise of warrants outstanding held by Warburg Pincus Netherlands Equity Partners CV or WP Netherlands and iii 10922 shares of

our common stock and 1208 shares of common stock issuable upon exercise of warrants outstanding held by Warburg Pincus Netherlands

Equity Partners III CV or WP Netherlands III Warburg Pincus Partners LLC subsidiary of Warburg Pincus Co is the sole general

partner of WPEP WP Netherlands and WP Netherlands III Warburg Pincus LLC manages WPEP WP Netherlands and WP Netherlands

III Mr Leff is Partner of Warburg Pincus Co and Member and Managing Director of Warburg Pincus LLC Charles Kaye and Joseph

Landy are Managing General Partners of Warburg Pincus Co and Managing Members and Co-Presidents of Warburg Pincus

LLC Messrs Kay Landy and Leff may be deemed to have an indirect pecuniary interest in an indeterminate portion of the shares held by the

Warburg Pincus entities Each of these individuals disclaims beneficial ownership of such shares except to the extent of his pecuniary interest

therein The address of Warburg Pincus and its affiliates is 466 Lexington Avenue New York New York 10017

16 Includes 11765 shares of our common stock held by family members of Dr Young Dr Young disclaims beneficial ownership of such shares

except to the extent of his pecuniary interest therein Also includes options held by Dr Young to purchase 156873 shares of common stock that

are exercisable within 60 days of April 10 2009

17 Includes options held by Mr Swisher to purchase 615941 shares of our common stock that are exercisable within 60 days of April 10

2009 Also includes 13326 shares of our Series preferred stock and 133260 shares of common stock issuable upon the exercise of warrants

outstanding that are held in the Swisher Revocable Trust for which Mr Swisher is the trustee

18 Includes options held by Mr Bjerkholt to purchase 273187 shares of our common stock exercisable within 60 days of April 10 2009 Also

includes 6663 shares of our Series preferred stock and 66630 shares of common stock issuable upon the exercise of warrants outstanding that

are held in the Bjerkholt/Hahn Family Trust for which Mr Bjerkholt is the trustee

19 Includes options held by Ms Pierce to purchase 145156 shares of our common stock exercisable within 60 days of April 10 2009

20 Includes options held by Dr Adelman to purchase 258896 shares of our common stock exercisable within 60 days of April 10 2009

21 Includes options held by Dr McDowell to purchase 162878 shares of our common stock exercisable within 60 days of April 10 2009

22 Includes options held by Mr Fust to purchase 60000 shares of our common stock exercisable within 60 days of April 102009

23 Includes options held by Dr Pearce to purchase 50000 shares of our common stock exercisable within 60 days of April 10 2009

24 Includes options held by Dr Stump to purchase 50000 shares of our common stock exercisable within 60 days of April 10 2009

25 Includes the shares of our common stock Series preferred stock and shares of common stock issuable upon the exercise of warrants

outstanding detailed in Note above held by the entities affiliated with BCC Mr Misfeldt is partner of BCC BCC is the manager of

Management Management the general partner of Fund and Co-Investment has sole voting and dispositive power with respect to the

securities held by Fund and Co-Investment BCC as the manager of Management is also an advisor to Fund and Co-Investment

and has sole voting and dispositive power with respect to the securities held by Fund and Co-Investment The address for Mr Misfeldt is

do Bay City Capital 750 Battery Street Suite 400 San Francisco California 94111

26 Includes the shares of common stock Series preferred stock and shares of common stock issuable upon the exercise of warrants outstanding

detailed in Note above held by the entities affiliated with Alta Partners Mr Hurwitz is principal of Alta Partners III Inc one of the

managing directors of Alta BioPharma Management III LLC and manager of Alta Embarcadero BioPharma Partners III LLC He may be

deemed to share dispositve and voting power over the shares held by the Alta Funds Mr Hurwitz disclaims beneficial ownership of such shares

except to the extent of his pecuniary interest therein The address of Mr Hurwitz is do Alta Partners III Inc One Embarcadero Center 37th

Floor San Francisco California 94111
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OTHER INFORMATtON

Stockholder Proposals for Inclusion in our 2010 Proxy Statement

Our stockholders may submit proposals on matters appropriate for stockholder action at meetings of our stockholders in accordance with

Rule 14a-8 promulgated under the Exchange Act For such proposals to be included in our proxy materials relating to the 2010 annual meeting of

stockholders all applicable requirements of Rule 14a-8 must be satisfied and such proposals must be received by us no later than January 19 2010

However if our 2010 annual meeting of stockholders is not held between May 19 2010 and July 18 2010 then the deadline will be reasonable time

prior to the time we begin to print
and mail our proxy materials Such proposals should be submitted to our Corporate Secretary at Sunesis

Pharmaceuticals Inc 395 Oyster Point Boulevard Suite 400 South San Francisco California 94080

Our bylaws establish an advance notice procedure with regard to certain matters including stockholder proposals not included in our proxy

statement to be brought before an annual meeting of stockholders In general notice must be received in writing by our Corporate Secretary at Sunesis

Pharmaceuticals Inc 395 Oyster Point Boulevard Suite 400 South San Francisco California 94080 not less than 120 days before the one year

anniversary of the date on which we first mailed our proxy statement to stockholders in connection with the previous years annual meeting of

stockholders and must contain specified information concerning the matters to be brought before such meeting and concerning the stockholder

proposing such matters Therefore to be presented at our 2010 annual meeting such proposal must be received by us on or before January 19 2010

If the date of the annual meeting is before May 19 2010 or after July 18 2010 our Corporate Secretary must receive such notice no later than the close

of business on the later of 120 calendar days in advance of such annual meeting and 10 calendar days following the date on which public

announcement of the date of such meeting is first made We also advise you to review our bylaws which contain additional requirements about

advance notice of stockholder proposals and director nominations The chairman of the 2010 annual meeting of stockholders may determine if the

facts warrant that matter has not been properly brought before the meeting and therefore may not be considered at the meeting In addition if you

do not also comply with the requirements of Regulation l4A under the Exchange Act our management will have discretionary authority to vote all

shares for which it has proxies in opposition to any such stockholder proposal or director nomination

Householding of Proxy Materials

The SEC has adopted rules that permit companies and intermediaries such as brokers to satisfy the delivery requirements for proxy

statements and annual reports with respect to two or more stockholders sharing the same address by delivering single proxy statement addressed to

those stockholders This process which is commonly referred to as householding potentially means extra convenience for stockholders and cost

savings for companies

This year number of brokers with account holders who are our stockholders will be householding our proxy materials single proxy

statement may be delivered to multiple stockholders sharing an address unless contrary instructions have been received from the affected stockholders

Once you have received notice from your broker that it will be householding communications to your address householding will continue until

you are notified otherwise or until you revoke your consent If at any time you no longer wish to participate in householding and would prefer to

receive separate proxy statement and annual report in the future you may write or call either our Investor Relations Department at Sunesis

Pharmaceuticals Inc 395 Oyster Point Boulevard Suite 400 South San Francisco California 94080 Attention Eric Bjerkholt Senior Vice

President Corporate Development and Finance Chief Financial Officer and Corporate Secretary telephone 650 266-3500 or ii the transfer agent

for our common stock American Stock Transfer Trust Company 59 Maiden Lane New York New York 0007 telephone 877 777-0800 You

will be removed from the householding program within 30 days of receipt of the revocation of your consent
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OTHER MATTERS

Other Matters at the Annual Meeting

The Board luiows of no other matters to be submitted at the Annual Meeting If any other matters properly come before the Annual Meeting it

is the intention of the persons named in the enclosed form of proxy to vote the shares they represent as the Board may recommend

By Order of the Board of Directors

Eric Bjerkholt

Senior Vice President Corporate Development and Finance Chief

Financial Officer and Corporate Secrelary

May 20 2009

OUR AUDITED CONSOLIDATED FINANCIAL STATEMENTS MANAGEMENTS DISCUSSION AND ANALYSIS OF

FINANCIAL CONDITION AND RESULTS OF OPERATIONS AND SUPPLEMENTARY FINANCIAL INFORMATION ARE
INCORPORATED BY REFERENCE FROM OUR ANNUAL REPORT ON FORM 10-K FOR THE YEAR ENDED DECEMBER 31 2008

WHICH WAS FILED WITH THE SEC ON APRIL 2009 AND AMENDED BY OUR ANNUAL REPORT ON FORM 10-K/A WHICH
WAS FILED WITH THE SEC ON APRIL 30 2009 COPY OF EACH OF THESE REPORTS IS BEING MAILED TO STOCKHOLDERS
IN CONNECTION WITH THIS PROXY SOLICITATION WE WILL FURNISH WITHOUT CHARGE UPON WRITTEN REQUEST OF

ANY STOCKHOLDER COPY OF OUR ANNUAL REPORT ON FORM 10-K AND FORM 10-K/A AND WE WILL PROVIDE COPIES

OF THE EXHIBITS TO OUR ANNUAL REPORT ON FORM 10-K AND FORM 10-K/A IF SPECIFICALLY REQUESTED PLEASE

ADDRESS ALL SUCH REQUESTS TO OUR INVESTOR RELATIONS DEPARTMENT AT SUNESIS PHARMACEUTICALS INC 395

OYSTER POINT BOULEVARD SUITE 400 SOUTH SAN FRANCISCO CALIFORNIA 94080 ATTENTION ERIC BJERKHOLT
SR VICE PRESIDENT CORPORATE DEVELOPMENT AND FINANCE CHIEF FINANCIAL OFFICER AND CORPORATE

SECRETARY BY TELEPHONE TO 650 266-3717 OR BY E-MAIL TO BJERKHOLT@SUNESIS.COM
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Annex

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED AND FILED SEPARATELY

WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES EXCHANGE ACT OF 1934 AS AMENDED

SECURITIES PURCHASE AGREEMENT

This Securities Purchase Agreement this Agreement is dated as of March 31 2009 by and among Sunesis Pharmaceuticals Inc

Delaware corporation the Company and each purchaser identified on the signature pages hereto each including its successors and assigns

Purchaser and collectively the Purchasers

RECITALS

The Company and each Purchaser are executing and delivering this Agreement in reliance upon the exemption from

securities registration afforded by Section 42 of the Securities Act of 1933 as amended or any successor statute and the rules and regulations

promulgated thereunder the Securities Act and Rule 506 of Regulation Regulation as promulgated by the United States Securities and

Exchange Commission the Commissionunder the Securities Act

The Company has authorized upon the terms and conditions stated in this Agreement the sale and issuance of up to

fifteen million dollars $15000000 of units of the Company each of which shall be referred to herein as Unit and collectively as the Units
with each Unit consisting of one share of the Series Preferred Stock of the Company par value $00001 per share the Preferred Stock and

one warrant as amended modified restated or supplemented from time to time each Warrant and collectively the Warrants to purchase

ten 10 shares of the common stock of the Company par value 50.0001 per share the Common Stock and ii the sale and issuance of

$28500000 of Common Stock at the Common Equity Closing as hereinafter defined Each share of Preferred Stock shall
initially

be convertible into

ten 10 shares of Common Stock collectively the Conversion Shares subject to adjustment in accordance with the terms of the Certificate of

Designation as hereinafter defined Each Purchasers subscription amount for each closing is as set forth on Schedule hereto

The Company has adopted the Certificate of Designation the Certificate of Designation in substantially the form

attached hereto as Exhibit which among other matters establishes the rights preferences and privileges of the Preferred Stock

At the First Unit Closing as hereinafter defined each Purchaser severally and not jointly wishes to purchase and the

Company wishes to sell upon the terms and conditions stated in this Agreement the number of Units as hereafter determined with each Unit

consisting of one share of Preferred Stock each Unit Share collectively the Unit Shares and ii Warrant to purchase ten 10 shares of

Common Stock such amount being referred to herein as the Warrant Ratio in substantially the form attached hereto as Exhibit The shares of

Common Stock issuable upon exercise of the Warrants including without limitation all shares issuable as result of any adjustments pursuant to

Section and Section of the Warrants are referred to herein as the Warrant Shares

At the Second Unit Closing as hereinafter defined if any each Purchaser severally and not jointly wishes to purchase

and the Company wishes to sell upon the terms and conditions stated in this Agreement the number of Units as hereafter determined with each Unit

consisting ofi one Unit Share and ii Warrant to purchase ten 10 shares of Common Stock



At the Common Equity Closing as hereinafter defined if any each Purchaser severally and not jointly wishes to

purchase and the Company wishes to sell upon the terms and conditions stated in this Agreement the number of shares of Common Stock as hereafter

determined

At the First Unit Closing the parties hereto shall execute and deliver an Investor Rights Agreement in substantially the

form attached hereto as Exhibit as amended modified restated or supplemented from time to time the Investor Rights Agreement pursuant to

which among other things the Company will agree to provide certain registration rights with respect to the Conversion Shares the Warrant Shares and

the Common Equity Shares as hereinafter defined under the Securities Act and the rules and regulations promulgated thereunder and applicable state

secunties laws and will agree to provide certain other rights to the Purchasers

AGREEMENT

NOW THEREFORE IN CONSIDERATION of the mutual agreements representations warranties and covenants contained in this

Agreement and for other good and valuable consideration the receipt and adequacy of which are hereby acknowledged the Company and the

Purchasers hereby agree as follows

ARTICLE

DEFINITIONS

1.1 Definitions In addition to the terms defined elsewhere in this Agreement for all purposes of this Agreement the following terms

shall have the meanings indicated in this Section 1.1

Affiliate means with respect to any Person any other Person that directly or indirectly through one or more intermediaries

Controls is controlled by or is under common control with such Person as such terms are used in and construed under Rule 144 With respect to

Purchaser that is an entity any investment fund or managed account that is managed on discretionary basis by the same investment manager as such

Purchaser will be deemed to be an Affiliate of such Purchaser

Aggregate Common Equity Closing Subscription Amount means S28500000

Agreement shall have the meaning set forth in the Preamble to this Agreement

Alternative Common Stock Financing means the issuance of shares of Common Stock with gross proceeds to the Company of at

least an amount equal to $30000000 and at per share purchase price equal to or greater than the Common Per Share Purchase Price

Board means the Board of Directors of the Company

Board Recommendation has the meaning set forth in Section 1f

Business Day means day other than Saturday or Sunday on which banks in New York City are open for the general

transaction of business

california Courts means the state and federal courts sitting in the County of San Francisco State of California

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES
EXCHANGE ACT OF 1934 AS AMENDED



Capital Stock means all shares interests participations or other equivalents however designated and whether or not voting of

corporate stock

Cash means unrestricted cash unrestricted cash equivalents and unrestricted marketable securities

Cash Balance Notice means written notice delivered by the Company to the Lead Purchasers setting
forth the Companys Cash

balance as of given date certified by the Companys Chief Financial Officer

Certificate of Designation has the meaning set forth in the Recitals to this Agreement

Change in Recommendation has the meaning set forth in Section 4.11d

Charter Amendment has the meaning set forth in Section 5.5f

Closing means the First Unit Closing the Second Unit Closing or the Common Equity Closing as the context may require

Closing Bid Price means for any security as of any date the last closing price for such security on the Principal Trading Market

as reported by Bloomberg or if the Principal Trading Market begins to operate on an extended hours basis and does not designate the closing bid

price then the last bid price of such security prior to 400 p.m Eastern Time as reported by Bloomberg or if the Principal Trading Market is not the

principal securities exchange or trading market for such security the last closing price of such security on the principal securities exchange or trading

market where such security is listed or traded as reported by Bloomberg or if the foregoing do not apply the last closing price of such security in the

over-the-counter market on the electronic bulletin board for such security as reported by Bloomberg or if no closing bid price is reported for such

security by Bloomberg the average of the bid prices of any market makers for such security as reported in the pink sheets by Pink Sheets LLC

formerly the National Quotation Bureau Inc. If the Closing Bid Price cannot be calculated for security on particular date on any of the foregoing

bases the Closing Bid Price of such security on such date shall be the fair market value as determined in good faith by the Board in its sole discretion

All such determinations shall be appropriately adjusted for any stock dividend stock split stock combination or other similar transaction during the

applicable calculation period

Commission has the meaning set forth in the Recitals to this Agreement

Common Equity Closing means the closing of the purchase by the Purchasers and sale by the Company to such Purchasers of the

Common Equity Shares pursuant to this Agreement on the Common Equity Closing Date as provided in Section 2.1 ani hereof

Common Equity Closing Date means the first Si Trading Day after the date on which the last to be satisfied or waived of the

applicable conditions set forth in Sections 2.1aiii 2.2c-e 5.5 and 5.6 except for those conditions and deliveries that are to be made at the

Common Equity Closing provided however that the Common Equity Closing Date shall not occur prior to the earlier of the fifteenth 5th

Trading Day after the date on which the Majority Purchasers would have been required to have delivered Non-Participation Notice pursuant to

Section 2.1 aiii of this Agreement in order for the Purchasers to be not required to participate in the Common Equity Closing and the fifteenth

15th Trading Day after the date on which the Lead Purchasers deliver Purchaser Put Notice pursuant to Section 2.laiii of this Agreement or ii

the consummation of the Second Unit Closing if the Purchasers have previously delivered the Purchaser Second Unit Closing Notice including

delivery of such notice after delivery by the Company of the Company Election Notice and prior to the consummation of the Common Equity Closing

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED

AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED



Common Equity Closing Notice has the meaning set forth in Section 1aiii

Common Equity Closing Subscription Amount means with respect to each Purchaser the aggregate amount to be paid for the

Common Stock purchased hereunder at the Common Equity Closing as indicated on such Purchasers signature page to this Agreement next to the

heading Common Equity Closing Subscription Amount

Common Equity Shares means the aggregate number of shares of Common Stock derived by dividing the aggregate dollar

amount of the Common Equity Closing Subscription Amounts by ii the Common Per Share Purchase Price rounded down to the nearest whole
share

Common Per Share Purchase Price means with respect to each share of Common Stock sold at the Common Equity Closing an

amount per share which shall equal $0275

Common Stock has the meaning set forth in the Recitals to this Agreement and also includes any securities into which the

Common Stock may hereafter be reclassified or changed

Company shall have the meaning set forth in the Preamble to this Agreement

Company Counsel means Cooley Godward Kronish LLP

Company Deliverables means collectively the documents deliverable by the Company pursuant to Section 2.2

Company Election Notice has the meaning set forth in Section 2.1 aiii

Company Second Unit Closing Notice has the meaning set forth in Section 2.1 aii

Companys Knowledge means with respect to any statement made to the knowledge of the Company that the statement is based

upon the actual knowledge of the executive officers of the Company having responsibility for the matter or matters that are the subject of the statement

provided however that such executive officers have conducted reasonable investigation and due inquiry of such matter or matters

Competing Transaction has the meaning set forth in Section 4.11a

Confidential Information means trade secrets confidential information and know-how including but not limited to ideas

formulae compositions processes procedures and techniques research and development information performance specifications support

documentation drawings specifications designs business and marketing plans and supplier lists and related information

Control including the terms controlling controlled by or under common control with means the possession direct or

indirect of the power to direct or cause the direction of the management and policies of Person whether through the ownership of voting securities

by contract or otherwise

Conversion Shares has the meaning set forth in the Recitals to this Agreement

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES
EXCHANGE ACT OF 1934 AS AMENDED



DGCL means the Delaware General Corporation Law

Disclosure Materials has the meaning set forth in Section 3.1g

EnvironmentalLaws has the meaning set forth in Section 3.lp

Evaluation Date has the meaning set forth in Section 3.1v

Exchange Act means the Securities Exchange Act of 1934 as amended or any successor statute and the rules and regulations

promulgated thereunder

Execution Date means the date first set forth above

FDA has the meaning set forth in Section 3.1x

Financing has the meaning set forth in Section 7.16

First Unit Closing means the closing of the purchase by the Purchasers and sale by the Company of Units to such Purchasers

pursuant to this Agreement on the First Unit Closing Date as provided in Section 2.1ai hereof

First Unit Closing Date means the first 1st Trading Day after the date on which the last to be satisfied or waived of the

applicable conditions set forth in Sections 2.1ai 2.2a and 5.1 and 5.2 shall have been satisfied or waived except for those conditions and

deliveries that are to be made at the First Unit Closing

First Unit Closing Subscription Amount means with respect to each Purchaser the aggregate amount to be paid for the Units

purchased hereunder at the First Unit Closing as indicated on such Purchasers signature page to this Agreement next to the heading First Unit Closing

Subscription Amount

GAAP means U.S generally accepted accounting principles

Governmental Authority means any nation or government any Federal state city town municipality county local or other

political subdivision thereof or thereto and any department commission board bureau instrumentality agency or other entity exercising executive

legislative judicial taxing regulatory or administrative powers or functions of or pertaining to government

Hazardous Materials means any element compound or chemical that is defined listed or otherwise classified as

contaminant pollutant toxic pollutant toxic or hazardous substance extremely hazardous substance or chemical hazardous waste special waste or

solid waste under Environmental Laws or that is likely to cause immediately or at some future time harm to or have an adverse effect on the

environment or risk to human health or safety including any pollutant contaminant waste hazardous waste toxic substance or dangerous good which

is defined or identified in any Environmental Law and which is present in the environment in such quantity or state that it contravenes any

Environmental Law petroleum and its refined products polychlorinated biphenyls any substance exhibiting hazardous waste

characteristic including corrosivity ignitability toxicity or reactivity as well as any radioactive or explosive materials and any raw materials

building components including asbestos-containing materials and manufactured products containing hazardous substances listed or classified as such

under Environmental Laws

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED

AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED



Inteiiectual Property means all of the following patents patent applications patent disclosures and inventions whether or not

patentable and whether or not reduced to practice trademarks service marks trade dress trade names corporate names logos slogans and
Internet domain names together with all goodwill associated with each of the foregoing iii copyrights and copyrightable works and iv
registrations applications and renewals for any of the foregoing

Investor Rights Agreement has the meaning set forth in the Recitals to this Agreement

IRC means the Internal Revenue Code of 1986 as amended or any successor statute and the rules and regulations promulgated

thereunder

Irrevocable Transfer Agent Instructions has the meaning set forth in Section 1d

Lead Purchasers means the Purchasers who are affiliated with Alta BioPharma Partners III L.P and the Purchasers who are

affiliated with Bay City Capital L.P

Legal Restraint has the meaning set forth in Section 5.1c

Lien means any mortgage deed of trust lien charge claim encumbrance security interest right of first refusal preemptive right

or other restrictions of any kind

Majority Purchaser Second Unit Closing Notice has the meaning set forth in Section 2.1 aii

Majority Purchasers means the Purchasers holding majority-in-interest of the Unit Shares issued pursuant to the terms of this

Agreement

Material Adverse Effect on or with respect to the Company means any state of facts change development event effect

condition occurrence action or omission each an Event that individually or in the aggregate would reasonably be expected to result in material

adverse effect on the business financial condition or results of operations of the Company

Material Contract means any contract of the Company that has been filed was required to have been filed or is required to be

filed but has not yet been filed as an exhibit to the SEC Reports pursuant to Item 601b4 or Item 601bI0 of Regulation S-K or ii any agreement
or contract to which the Company is party and involving the receipt or payment of amounts in the aggregate exceeding $200000 per year other than

contracts entered into in the ordinary course of business in connection with the conduct of clinical trials

Minimum Aggregate Common Equity Subscription Amount means $28500000

Non-Participation Notice has the meaning set forth in Section 2.laiii

Permitted Liens means mechanics carriers or workmens repairmens or similar Liens arising or incurred in the ordinary

course of business ii Liens for taxes assessments and other governmental charges that are not due and payable or which may hereafter be paid

without penalty or which are being contested in good faith by appropriate proceedings and iii other imperfections of title or encumbrances if any that

do not individually or in the aggregate materially impair the use or value of the property to which they relate

Permits has the meaning set forth in Section 3.1m
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Person means an individual corporation partnership limited liability company trust business trust association joint stock

company joint venture sole proprietorship unincorporated organization Governmental Authority or any other form of entity not specifically listed

herein

Placement Agent means Jefferies Company Inc

Placement Agent Fees has the meaning set forth in Section 3.1z

Preferred Stock has the meaning set forth in the Recitals to this Agreement

Preferred Stock Per Share Price means $0.22

Press Release has the meaning set forth in Section 4.6

Principal Trading Market means the Trading Market on which the Common Stock is primarily listed on and quoted for trading

which as of the date of this Agreement shall be The NASDAQ Global Market

Proceeding means an action claim suit investigation or proceeding including without limitation an investigation or partial

proceeding such as deposition whether commenced or threatened

Proxy Statement has the meaning set forth in Section 4.11a

Purchaser and Purchasers have the respective meanings set forth in the Preamble to this Agreement

Purchaser Deliverables has the meaning set forth in Section 2.2e

Purchaser Party has the meaning set forth in Section 4.8

Purchaser Put Notice means written notice by the Lead Purchasers to the Company and all Purchasers which shall be delivered

if the Majority Purchasers elect to consummate the Common Equity Closing and shall set forth such election delivered at any time prior to January

2010 ii on or before January 15 2010 if Cash Balance Notice is delivered no later than January 12 2010 and such Cash Balance Notice reflects

Cash balance of less than $4.0 million as of January 2010 or iii if Cash Balance Notice delivered no later than January 12 2010 sets forth the

Companys Cash balance as greater than $4.0 million as of January 2010 at any time prior to the earlier of December 31 2010 five

Trading Days following the delivery to the Lead Purchasers of Cash Balance Notice reflecting Cash balance of the Company of less than $4.0

million and the closing of an Alternative Common Stock Financing

Purchaser Second Unit Closing Notice has the meaning set forth in Section 2.laii

Registration Statement means registration statement meeting the requirements set forth in the Investor Rights Agreement and

covering the resale by the Purchasers of the Registrable Securities as defined in the Investor Rights Agreement

Regulation has the meaning set forth in the Recitals to this Agreement

Required Approvals has the meaning set forth in Section 3.11
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Rule 144 means Rule 144 promulgated by the Commission pursuant to the Securities Act as such Rule may be amended from time

to time or any similar rule or regulation hereafter adopted by the Commission having substantially the same effect as such Rule

Second Closing Milestone means the receipt by the Board following meeting or written interactions with the FDA of positive
recommendation from at least majority of the members of five person panel engaged by the Board that it would be reasonable to expect that

an clinical trial in an acute myeloid leukemia AML population would be successful and sufficient for approval of the Companys voreloxin

drug candidate by the FDA ii the proceeds from the Second Unit Closing and the Common Equity Closing assuming each were to take

place together with other Cash resources of the Company would be sufficient to fund the clinical trial and the Companys other corporate

development and regulatory activities to support the submission of New Drug Application NDA to the FDA for the marketing and sale of voreloxin

to treat an identified portion of the AML population and iii if the NDA is approved voreloxin would be commercially viable drug The five

person panel shall be comprised of key opinion leaders with respect to the development andlor commercialization of drugs to treat AML or similar or
related indications the Company and the Majority Purchasers shall use commercially reasonable efforts to identify the members of the panel by
no later than or another date mutually agreed by the Majority Purchasers and the Company

Second Closing Units has the meaning set forth in Section 2.1aii

SEC Reports has the meaning set forth in Section 3.1g

1111 Second Unit Closing means the closing of the purchase by the Purchasers and sale by the Company of the Units to such Purchasers

II pursuant to this Agreement on the Second Unit Closing Date as provided in Section laii hereof

Second Unit Closing Date means the first 1St Trading Day after the date on which the last to be satisfied or waived of the

conditions set forth in Sections 1aii 2.2b and 5.3 and 5.4 shall have been satisfied or waived except for those conditions and deliveries

$j that are to be made at the Second Unit Closing provided however that the Second Unit Closing Date shall not occur prior to the fifteenth 15t1
Trading Day after the date on which Company Second Unit Closing Notice Purchaser Second Unit Closing Notice or Majority Purchaser Second
Unit Closing Notice as applicable is validly delivered pursuant to this Agreement

Second Unit Closing Subscription Amount means with respect to each Purchaser the aggregate amount to be paid for the Units

purchased hereunder at the Second Unit Closing as indicated on such Purchasers signature page to this Agreement next to the heading Second Unit

Closing Subscription Amount

Secretarys Certjficate has the meaning set forth in Section 2.2di

Securities means collectively the Warrants and the Shares

Securities Act has the meaning set forth in the Recitals to this Agreement

Shares means collectively the Unit Shares the Conversion Shares the Warrant Shares and the Common Equity Shares
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Short Sales include without limitation all short sales as defined in Rule 200 promulgated under Regulation SHO under the

Exchange Act whether or not against the box and all types of direct and indirect stock pledges forward sale contracts options puts calls short sales

swaps put equivalent positions as defined in Rule l6a-lh under the Exchange Act and similar arrangements including on total return basis

and ii sales and other transactions through non-U.S broker dealers or foreign regulated brokers

Stockholder Approval means the approval from the Companys stockholders of each of the Transaction Stockholder Approval

Matters by the requisite vote of the Companys stockholders at the Stockholders Meeting

Stockholder Approval Date means the date on which each of the Transaction Stockholder Approval Matters has been approved by

the requisite vote of the Companys stockholders

StockholdersMeeting has the meaning set forth in Section 4.11a

Subsidiary means with respect to any Person at any date any corporation limited or general partnership limited liability

company trust estate association joint venture or other business entity the accounts of which would be consolidated with those of such Person in

such Persons consolidated financial statements if such financial statements were prepared in accordance with GAAP or ii of which more than 50% of

the outstanding Capital Stock having in the absence of contingencies ordinary voting power to elect majority of the board of directors or other

managing body of such Person in the case of partnership or limited liability company the interest in the capital or profits
of such partnership or

limited liability company or in the case of trust estate association joint venture or other entity the beneficial interest in such trust estate

association or other entity business is at the time of determination owned or controlled directly or indirectly through one or more intermediaries by

such Person and Subsidiaries mean collectively each Subsidiary with respect to any Person

Superior Proposal means bona jide proposal for transaction that majority of the Board determines at duly constituted

meeting of the Board in its reasonable good faith judgment after consultation with its financial advisor to be transaction more favorable to the

Companys stockholders from financial point of view than the transactions contemplated by this Agreement

Trading Affiliates has the meaning set forth in Section 3.2h

Trading Day means day on which the Common Stock is listed or quoted and traded on its Principal Trading Market other

than the OTC Bulletin Board or ii if the Common Stock is not listed on Trading Market other than the OTC Bulletin Board day on which the

Common Stock is traded in the over-the-counter market as reported by the OTC Bulletin Board or iii if the Common Stock is not quoted on any

Trading Market day on which the Common Stock is quoted in the over-the-counter market as reported in the pink sheets by Pink Sheets LLC or

any similar organization or agency succeeding to its functions of reporting prices provided that in the event that the Common Stock is not listed or

quoted as set forth in ii and iii hereof then Trading Day shall mean Business Day

Trading Market means whichever of The NASDAQ Global Select Market The NASDAQ Global Market The NASDAQ Capital

Market or the OTC Bulletin Board on which the Common Stock is listed or quoted for trading on the date in question

Transaction Documents means this Agreement and the schedules and exhibits attached hereto the Warrants the Investor Rights

Agreement and the schedules and exhibits attached thereto the Certificate of Designation the Irrevocable Transfer Agent Instructions and any other

agreement instrument and other document executed and delivered pursuant hereto or thereto
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Transaction Stockholder Approval Matters has the meaning set forth in Section 4.11

Transfrr Agent means American Stock Transfer Trust Company or any successor transfer agent for the Company

Unit Purchase Price means with respect to the Units sold at the First Unit Closing or the Second Unit Closing as applicable

$3.45 per Unit which equals the sum ofi $2.20 and ii $1.25 which represents $0125 purchase price for each Warrant Share

Units has the meaning set forth in the Recitals to this Agreement Units will not be issued or certificated The Unit Shares and

Warrants are immediately separable and will be issued separately

Unit Share and Unit Shares have the respective meaning set forth in the Recitals to this Agreement

Unrestricted Securities has the meaning set forth in Section 4.1c

Warrant and Warrants have the respective meaning set forth in the Recitals to this Agreement

Warrant Exercise Cap means the restrictions set forth in Section 2.3 of each of the Warrants

Warrant Exercise Price means $0.22 per Warrant Share

Warrant Shares has the meaning set forth in the Recitals to this Agreement

Warrant Ratio has the meaning set forth in the Recitals to this Agreement

ARTICLE II

PURCHASE AND SALE

2.1 Closings Delivery and Payment

Purchase and Sale Subject to and upon the terms and conditions set forth in this Agreement the Company shall issue and
sell to the Purchasers and the Purchasers shall purchase from the Company the Units and the Common Equity Shares if any as applicable as follows

First Unit Closing At the First Unit Closing the Company shall issue and sell to each Purchaser and each

Purchaser shall severally and not jointly purchase from the Company such number of Units equal to the quotient resulting from dividing the First

Unit Closing Subscription Amount for such Purchaser by ii the Unit Purchase Price rounded down to the nearest whole Unit
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ii Second Unit Closing Provided that the Stockholder Approval has been obtained following the satisfaction of

the Second Closing Milestone and delivery by the Company of written notice to the Purchasers of the satisfaction thereof and the election by the

Company to consummate the Second Unit Closing the CompanySecond Unit Closing Notice or the delivery by the Majority Purchasers of

written notice to the Company on or before the earliest of December 2009 the consummation of the Common Equity Closing or the

consummation of an Alternate Common Stock Financing of the election on behalf of the Purchasers to consummate the Second Unit Closing the

Purchaser Second Unit Closing Notice the Company shall issue and sell to each Purchaser and each Purchaser shall severally and not jointly

purchase from the Company such number of Units equal to the quotient resulting from dividing the Second Unit Closing Subscription Amount for

such Purchaser by ii the Unit Purchase Price rounded down to the nearest whole Unit the Second Closing Units provided however that if the

Company Second Unit Closing Notice has been delivered but the Purchaser Second Unit Closing Notice has not been delivered the Purchasers shall

have no obligation to purchase the Second Closing Units if the average Closing Bid Price of the Common Stock over the five Trading Days

immediately preceding the delivery of the Company Second Unit Closing Notice is less than unless within ten 10 Trading Days following the

delivery of the Company Second Unit Closing Notice the Majority Purchasers provide the Company and the Purchasers with written notice of their

election on behalf of all Purchasers to purchase the Second Closing Units the Majority Purchaser Second Unit Closing Notice provided that the

Company may not deliver Company Second Unit Closing Notice if during the five Trading Day period immediately preceding delivery thereof

the Company was not in compliance with the disclosure requirements of NASDAQ Marketplace Rule 43 0c 16 without regard to the first proviso

thereof and its SEC Reports together with any press release publicly released contained any untrue statement of material fact or omitted to state

material fact required to be stated therein or necessary in order to make the statements therein in light of the circumstances under which they were

made not misleading The Company shall not be entitled to deliver the Company Second Unit Closing Notice at any time after the earliest of AA the

consummation of the Common Equity Closing BB the consummation of an Alternative Common Stock Financing or CCDecember 31 2009 The

delivery of the Company Second Unit Closing Notice shall be in the sole discretion of the Board and the delivery of the Purchaser Second Unit

Closing Notice or Majority Purchaser Second Unit Closing Notice shall be in the sole discretion of the Majority Purchasers For the avoidance of

doubt the Purchasers shall be permitted to deliver the Purchaser Second Unit Closing Notice after delivery by the Company of the Company Election

Notice and prior to the consummation of the Common Equity Closing in which case the consummation of the Common Equity Closing will not occur

until after the consummation of the Second Unit Closing
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iii Common Equity Closing Provided that the Stockholder Approval has bccn obtained following the First Unit

Closing and the earlier of delivery by the Company of written notice to the Purchasers of the election by the Company to consummate the Common

Equity Closing on or before the earlier of the delivery of Purchaser Put Notice the consummation of an Alternative Common Stock

Financing and December 31 2010 the Company Election Notice and ii delivery by the Lead Purchasers of the Purchaser Put Notice in the

case of either or ii above the Common Equity Closing Notice the Company shall issue and sell to each Purchaser and each Purchaser shall

severally and not jointly purchase from the Company such number of shares of Common Stock equal to the quotient resulting from dividing the

Common Equity Closing Subscription Amount for such Purchaser by ii the Common Per Share Purchase Price rounded down to the nearest whole

share the Pro Rata Share provided however that the Purchasers shall have no obligation to purchase the Common Equity Shares if the Majority

Purchasers provide written notice to the Company within ten 10 Trading Days following the delivery of the Company Election Notice that the

Purchasers will not participate in the Common Equity Closing the Non-Participation Notice or if the gross amount to be received at the Common

Equity Closing is less than the Minimum Aggregate Common Equity Subscription Amount taking into account any agreement by Purchaser to

purchase more than its Pro Rata Share of the shares of Common Stock to be sold in the Common Equity Closing and the Company is unable to secure

additional purchasers acceptable to the Lead Purchasers to participate in the Common Equity Closing such that the Minimum Aggregate Common

Equity Subscription Amount is met The delivery of the Company Election Notice shall be in the sole discretion of the Board and the delivery of the

Non-Participation Notice or the Common Equity Closing Notice shall be in the sole discretion of the Majority Purchasers There shall be no obligation

on the part of the Majority Purchasers to elect to consummate the Common Equity Closing and by extension to cause the Lead Purchasers to deliver

Purchaser Put Notice but if such Purchaser Put Notice is delivered or Non-Participation Notice is not timely delivered following Common Equity

Closing Notice each Purchaser shall be obligated to purchase its Pro Rata Share of the shares of Common Stock to be sold in the Common Equity

Closing and if Purchaser Put Notice is delivered the Company shall be obligated to sell the shares of Common Stock to be sold in the Common

Equity Closing In the event that any Purchaser does not satisf the foregoing obligation the other Purchasers shall have the right but not the

obligation to purchase the Pro Rata Portion of such defaulting Purchaser Notwithstanding any other provision of this Agreement in the event the

Common Equity Closing is consummated if any Purchaser fails to purchase its Pro Rata Share of Common Stock in such Common Equity Closing

then such Purchasers Preferred Stock shall automatically be converted into Common Stock in such amounts and on such terms as provided in Section

4m of the Certificate of Designation which shall be the Companys and each other Purchasers sole and exclusive remedy for such Purchasers

failure to purchase its Pro Rata Share in the Common Equity Closing No later than January 12 2010 the Company shall deliver to the Lead

Purchasers Cash Balance Notice reflecting the Companys Cash balance as of January 2010 and if such Cash Balance Notice sets forth the

Companys Cash balance as greater than $4.0 million as of January 2010 the Lead Purchasers may request until such time as the Company delivers

Cash Balance Notice that sets forth the Companys Cash balance as less than $4.0 million in which case the Company shall promptly deliver such

requested Cash Balance Notice which shall be dated as of recent practicable date or the Company may elect to deliver one or more future Cash

Balance Notices at any time prior to the earlier of December 31 2010 and the closing of an Alternative Common Stock Financing

Closings Each of the First Unit Closing the Second Unit Closing if any and the Common Equity Closing if any shall

take place at the offices of Company Counsel 3175 Hanover Street Palo Alto California 94304 on the First Unit Closing Date Second Unit Closing

Date and Common Equity Closing Date respectively or at such other locations or remotely by facsimile transmission or other electronic means as the

parties may mutually agree

Forms of Payment

On the First Unit Closing Date each Purchaser shall pay to the Company its First Unit Closing Subscription

Amount in United States dollars and in immediately available funds by wire transfer to the Companys account as set forth in instructions previously

delivered to each Purchaser the Company shall deliver to each Purchaser one or more stock certificates free and clear of all restrictive and other

legends except as expressly provided in Section 1b hereof evidencing the number of Unit Shares such Purchaser is acquiring at the First Unit

Closing and the Company shall issue to each Purchaser Warrant pursuant to which such Purchaser shall have the right to acquire such number of

Warrant Shares determined by multiplying the number of Unit Shares such Purchaser is acquiring at the First Unit Closing by the Warrant Ratio and

rounding down to the nearest whole number in the case of clauses and duly executed on behalf of the Company and registered in the name of

such Purchaser as set forth on the Stock Certificate Questionnaire included as ExhibitD The Warrants issued and sold at the First Unit Closing shall

have an exercise price equal to the Warrant Exercise Price

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED

AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED

i7



ii On the Second Unit Closing Date if any each Purchaser shall pay to the Company its Second Unit Closing

Subscription Amount in United States dollars and in immediately available funds by wire transfer to the Companys account as set forth in

instructions delivered to each Purchaser not more than ten 10 nor less than three Business Days prior to the Second Unit Closing Date the

Company shall deliver to each Purchaser one or more stock certificates free and clear of all restrictive and other legends except as expressly provided

in Section 4.1b hereof evidencing the number of Unit Shares such Purchaser is acquiring at the Second Unit Closing and the Company shall issue

to each Purchaser Warrant pursuant to which such Purchaser shall have the right to acquire such number of Warrant Shares determined by

multiplying the number of Unit Shares such Purchaser is acquiring at the Second Unit Closing by the Warrant Ratio and rounding down to the nearest

whole number in the case of clauses and duly executed on behalf of the Company and registered in the name of such Purchaser as set forth on

the Stock Certificate Questionnaire included as Exhibit The Warrants issued and sold at the Second Unit Closing shall have an exercise price equal

to the Warrant Exercise Price

ni On the Common Equity Closing Date if any each Purchaser shall pay to the Company its Common Equity

Closing Subscription Amount in United States dollars and in immediately available funds by wire transfer to the Companys account as set forth in

instructions delivered to each Purchaser not more than ten 10 nor less than three Business Days prior to the Common Equity Closing Date and

the Company shall irrevocably instruct the Transfer Agent to deliver to each Purchaser one or more stock certificates within three Business Days
after the Common Equity Closing Date free and clear of all restrictive and other legends except as expressly provided in Section 1b hereof

evidencing the number of Common Equity Shares that such Purchaser is acquiring at the Common Equity Closing and duly executed on behalf of the

Company and registered in the name of such Purchaser as set forth on the Stock Certificate Questionnaire included as Exhibit

2.2 Closing Deliveries

At the First Unit Closing the Company shall issue deliver or cause to be delivered to each of the Purchasers the following

this Agreement and the Investor Rights Agreement each duly executed by the Company

ii one or more stock certificates as provided in Section 2.1 ci

iii Warrant as provided in Section 2.1ci and

iv legal opinion of Company Counsel dated as of the First Unit Closing Date and in the form attached hereto as

Exhibit E- executed by such counsel and addressed to the Purchasers

At the Second Unit Closing the Company shall issue deliver or cause to be delivered to each of the Purchasers the

following

one or more stock certificates as provided in Section 2.1 cii

Warrant as provided in Section 2.lcii and

iii legal opinion of Company Counsel dated as of the Second Unit Closing Date and in the form attached hereto as

ExhibitE-I executed by such counsel and addressed to the Purchasers
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At the Common Equity Closing the Company shall issue deliver or cause to be delivered to each of the Purchasers the

following

copy of irrevocable instructions to the Transfer Agent to deliver to each Purchaser one or more stock certificates

as provided in Section 2.1 ciii with the original stock certificates delivered within three Business Days of the Common Equity Closing and

ii legal opinion of Company Counsel dated as of the Common Equity Closing Date and in the form attached

hereto as Exhibit E-2 executed by such counsel and addressed to the Purchasers

On or prior to each Closing the Company shall issue deliver or cause to be delivered to each of the Purchasers the

following

certificate of the Secretary of the Company the Secretarys Certificate dated as of the First Unit Closing

Date Second Unit Closing Date or Common Equity Closing Date as applicable certifying the resolutions adopted by the Board or duly

authorized committee thereof approving the transactions contemplated by this Agreement and the other Transaction Documents and the issuance of the

Securities to be issued at such Closing and that such resOlutions remain in full force and effect with respect to the Second Unit Closing and the

Common Equity Closing certifying the resolutions adopted by the stockholders of the Company approving the issuance of the Securities to be issued at

the Second Unit Closing or the Common Equity Closing as applicable certifying the current versions of the Companys certificate of incorporation

including any certificates of designation and bylaws each as amended and certifying as to the signatures and authority of Persons signing the

Transaction Documents and related documents on behalf of the Company in the form attached hereto as Exhibit

ii the Compliance Certificate referred to in Section 5.1g Section 5.3h or Section 5.5i as applicable

iii certificate evidencing the formation and good standing of the Company issued by the Secretary of State of the

State of Delaware as of date within three Trading Days of the First Unit Closing Date Second Unit Closing Date or Common Equity Closing

Date as applicable

iv certificate evidencing the Companys qualification as foreign corporation and good standing issued by each

state where the Company is qualified to do business as foreign corporation as of date within three Trading Days of the First Unit Closing Date
Second Unit Closing Date or Common Equity Closing Date as applicable and

certified copy of the Companys current certificate of incorporation and any amendments and certificates of

designation thereto as certified by the Secretary of State of the State of Delaware as of date within three Trading Days of the First Unit Closing

Date Second Unit Closing Date or Common Equity Closing Date as applicable

On or prior to each applicable Closing each Purchaser shall deliver or cause to be delivered to the Company the following

as applicable the Purchaser Deliverables

on or prior the First Unit Closing this Agreement and the Investor Rights Agreement each duly executed by such

Purchaser
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ii on or prior to the First Unit Closing fully completed and duly executed Stock Certificate Questionnaire in the

form attached hereto as Exhibit

iii with respect to the First Unit Closing such Purchasers First Unit Closing Subscription Amount in United States

dollars and in immediately available funds by wire transfer to the Companys account as previously delivered to each Purchaser in accordance with

Section 2.lci prior to the First Unit Closing

iv with respect to the Second Unit Closing such Purchasers Second Unit Closing Subscription Amount in United

States dollars and in immediately available funds by wire transfer to the Companys account as previously delivered to each Purchaser in accordance

with Section 2.lcii prior to the Second Unit Closing and

with respect to the Common Equity Closing such Purchasers Common Equity Closing Subscription Amount in

United States dollars and in immediately available funds by wire transfer to the Companys account as previously delivered to each Purchaser in

accordance with Section 2.1 ciii prior to the Common Equity Closing

3.1 Representations and Warranties of the Company The Company hereby represents and warrants as of the date hereof and as of the

First Unit Closing Date the Second Unit Closing Date and the Common Equity Closing Date as applicable except for the representations and

warranties that speak as of specific date which shall be made as of such date to each of the Purchasers that except as otherwise set forth in the

Schedules delivered herewith or at the applicable Closing

Organization Good Standing and Oualification The Company is corporation duly organized validly existing and in

good standing under the laws of the State of Delaware and has all requisite corporate power and authority to carry on its business as now conducted

and as described in the SEC Reports and to own its properties The Company is duly qualified to do business as foreign corporation and is in good

standing in each jurisdiction in which the conduct of its business or its ownership or leasing oproperty makes such qualification necessary except

where the failure to so qualifi individually or in the aggregate would not have Material Adverse Effect To the Companys Knowledge no

proceeding has been instituted in any jurisdictionrevoking limiting or curtailing or seeking to revoke limit .or curtail such power and authority or

qualification The Companys sole Subsidiary is Sunesis Europe Limited United Kingdom company which is non-operating company with de

minimis assets and liabilities and no business operations

Authorization The Company has full corporate power and authorityand has taken all requisite action on the part of the

Company its officers directors and stockholders flecessary for the authorization executionnd delivery of the Transaction Documents ii the

authorization of the performance of all obligations of the Company hereunder or thereunder and iiithe authorization issuance sale and delivery of

the Securities in accordance with Section 4.3 hereof except for the Required Approvals

Valid Agreements The Transaction Documents constitute the legal valid and binding obligations of the Company
enforceable against the Company in accordance with their respective terms subject to bankruptcy insolvency fraudulent transfer reorganization

moratorium and similar laws of general applicability relating to or affecting creditors rights genTerally
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jalization The authorized Capital Stock of the Company consists of 100000000 shares of Common Stock of

which 3440976R shares are outstanding on the Execution Date and ii 5000000 shares of preferred stock of which no shares are outstanding on the

Execution Date All of the issued and outstanding shares of the Companys Capital Stock have been duly authorized and validly issued and are fully

paid nonassessable and free of preemptive rights Except for options to purchase Common Stock or other equity awards issued to employees

members of the Board and consultants of the Company pursuant to the equity incentive plans disclosed in the SEC Reports and ii outstanding

warrants disclosed in the SEC Reports there are no existing options warrants calls preemptive or similar rights subscriptions or other rights

agreements arrangements or commitments of any character obligating the Company to issue transfer or sell or cause to be issued transferred or sold

any shares of the Capital Stock of the Company or other equity interests in the Company or any securities convertible into or exchangeable for such

shares of Capital Stock or other equity interests and there are no outstanding contractual obligations of the Company to repurchase redeem or

otherwise acquire any shares of its Capital Stock or other equity interests Except as provided in the Investor Rights Agreement and that certain Eighth

Amended and Restated Investor Rights Agreement dated August 30 2004 as amended no Person has the right to require the Company to register any

securities of the Company under the Securities Act whether on demand basis or in connection with the registration of securities of the Company for

its own account or for the account of any other Person The issue and sale of the Securities will not result in the right of any holder of Company

securities to adjust the exercise conversion or exchange price under such securities

Valid Issuance The Securities have been duly and validly authorized and when issued and paid for pursuant to this

Agreement and with respect to the Warrant Shares when issued and paid for pursuant to the Warrants will be validly issued fully paid and

nonassessable and will be free of encumbrances and restrictions other than those created by the Purchasers except for restrictions on transfer set

forth in the Transaction Documents or imposed by applicable securities laws

Consents The Company is not required to obtain any approval consent waiver authorization or order of give any notice

to or make any filing or registration with any Governmental Authority or other Person in connection with the execution delivery and performance by

the Company of the Transaction Documents including the issuance of the Securities other than the filing with the Commission of one or more

Registration Statements in accordance with the requirements of the Investor Rights Agreement ii filings required by applicable state and federal

securities laws iii the filing of Notice of Sale of Securities on Form with the Commission under Regulation of the Securities Act iv the filing

of any requisite notices and/or applications to the Principal Trading Market for the issuance and sale of the Securities and the listing of the Common

Stock for trading or quotation as the case may be thereon in the time and manner required thereby the
filing

of the Certificate of Designation with

the Secretary of State of the State of Delaware vi those that have been made or obtained prior to the date hereof vii the consent of the holders of

majority of the Registrable Securities as such term is defined in that certain Eighth Amended and Restated Investor Rights Agreement dated August

30 2004 by and among the Company and the investors identified on Exhibit thereto which has been obtained prior to the date hereof and viii the

Stockholder Approval collectively the Required Approvals
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SEC Reyorts The Company has filed all proxy statements reports and other documents required to be filed by it under the

Exchange Act The Company has made available to the Purchasers through the Commissions EDGAR system true and complete copies of the

Companys most recent Annual Report on Form 10-K the Companys Quarterly Reports on Form I0-Q for the quarters ended subsequent to the

period covered by such Annual Report including all exhibits thereto and documents incorporated by reference therein and any other statement

report including without limitation Current Reports on Form 8-K registration statement or definitive proxy statement filed by the Company with the

Commission during the period commencing subsequent to the period covered by such Annual Report the foregoing materials including the exhibits

thereto and documents incorporated by reference therein being collectively referred to herein as the SEC Reports and together with this Agreement

and the Schedules to this Agreement if any the Disclosure Materials The Company is not aware of any event that requires the filing of Current

Report on Form 8-K that has not been filed The Company has filed as an exhibit to an SEC Report all documents required to be filed by Item 601 of

Regulation S-K prior to the date of this Agreement As of their respective filing dates except to the extent corrected by subsequent restatement or

amendment or superceded by subsequent filing the SEC Reports complied in all material respects with the requirements of the Securities Act and the

Exchange Act and the rules and regulations of the Commission promulgated thereunder and none of the SEC Reports when filed contained any

untrue statement of material fact or omitted to state material fact required to be stated therein or necessary in order to make the statements therein

in light of the circumstances under which they were made not misleading As of the date of this Agreement the Company satisfies the registrant

requirements set forth in General Instruction l.A to Form S-3 for the use of Registration Statement on Form S-3

Use of Proceeds The net proceeds of the sale of the Securities hereunder shall be used by the Company for working capital

and general corporate purposes

No Material Adverse Change Between September 30 2008 and the date of this Agreement except as disclosed in the SEC

Reports or in the draft audited financial statements for the fiscal year ended December 31 2008 made available to the Purchasers prior to the execution

of this Agreement there has not been

any material change in the consolidated assets liabilities financial condition or operating results of the Company from

that reflected in the financial statements included in the Companys Quarterly Report on Form l0-Q for the quarter ended September 30 2008

ii any declaration or payment of any dividend or any authorization or payment of any distribution on any of the Capital

Stock of the Company or any redemption or repurchase of any securities of the Company other than in connection with termination of

employment

iii any material damage destruction or loss to any assets or properties of the Company

iv any waiver not in the ordinary course of business by the Company of material
right or of material debt owed to it

any change or amendment to the Companys Amended and Restated Certificate of Incorporation and Amended and

Restated Bylaws or change to any Material Contract or arrangement by which the Company is bound or to which its assets or properties is subject

vi any transaction entered into by the Company other than in the ordinary course of business

viii the loss of the services of any key employee or material change in the composition or duties of the senior management

of the Company

ix any commitment or arrangement by the Company to do any of the foregoing or
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any other event or condition of any character that has had or would reasonably be expected to have Material Adverse
Effect

No Conflict Breachpjation or Default Neither the execution delivery and performance of the Transaction Documents
by the Company nor the consummation of any of the transactions contemplated hereby including without limitation the issuance and sale of the

Securities will conflict with or result in violation of any of the terms and provisions of the Companys Amended and Restated Certificate of

Incorporation and Amended and Restated Bylaws both as in effect on the date hereof or ii will give rise to the
right to terminate or accelerate the due

date of any payment under or result in breach of any term or provision of or constitute default or any event which with notice or lapse of time or
both would constitute default under or require any consent or waiver under or result in the execution or imposition of any Lien upon the properties
or assets of the Company pursuant to the terms of any Material Contract or any license permit statute rule regulation judgment decree or
order of any governmental agency or body or any court domestic or foreign having jurisdiction over the Company or any of its assets or properties
other than with respect to clause as would not have Material Adverse Effect

Tax Matters The Company has timely filed all tax returns required to have been filed by the Company with all appropriate

governmental agencies and timely paid all taxes shown thereon or otherwise owed by it The charges accruals and reserves on the books of the

Company in respect of taxes for all fiscal periods are adequate in all material respects and there are no material unpaid assessments against the

Company All taxes and other assessments and levies that the Company is required to withhold or to collect for payment have been duly withheld and
collected and paid to the proper governmental entity or third party when due There are no tax Liens or claims pending or to the Companys
Knowledge threatened against the Company or any of its assets or property other than Permitted Liens To the Companys Knowledge there are no
tax audits or investigations pending There are no outstanding tax sharing agreements or other such arrangements between the Company and any other

Person

Title to Properties The Company has good and marketable title to all properties and assets owned by it in each case free

from Liens and defects other than Permitted Liens The Company holds any leased real or personal property under valid and enforceable leases The

Company is in material compliance with all material terms of each lease to which it is party or is otherwise bound The Company does not own any
real property

Certificates Authonties and Permits The Company possesses adequate certificates approvals authorities or permits

Permits issued by governmental agencies or bodies necessary to own lease and license its assets and properties and conduct the business now
operated by it all of which are valid and in full force and effect except where the lack of such Permits individually or in the aggregate would not be

reasonably expected to have Material Adverse Effect The Company has performed in all material respects all of its material obligations with respect
to such Permits and no event has occurred that allows or after notice or lapse of time would allow revocation or termination thereof The Company
has not received any written notice of proceedings relating to the revocation or modification of any such certificate authority or permit that if

determined adversely to the Company would reasonably be expected to individually or in the aggregate have Material Adverse Effect

Labor Matters

The Company is not party to or bound by any collective bargaining agreement The Company has not violated in

any material respect any laws regulations orders or contract terms affecting the collective bargaining rights of employees labor organizations or any
laws regulations or orders affecting employment discrimination equal opportunity employment or employees health safety welfare wages and
hours
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ii There are no labor disputes existing or to the Companys Knowledge threatened involving strikes slow

downs work stoppages job actions disputes lockouts or any otherdisruptions of or by the Companys employees there are no unfair labor

practices or petitions for election pending or to the Companys Knowledge threatened before the National Labor Relations Board or any other federal

state or local labor commission relating to the Company employees no demand for recognition or certification heretofore made by any labor

organization or group of employeçs is pending with respect to the Company and tothe Companys Knowledge the Company enjoys good labor

and employee relations with its employees

iii The Company is in compliance in all material respects with applicable laws respecting employment including

laws relating to classification of employees and independent contractors and employment practices terms and conditions of employment wages and

hours severance and bonuses and immigration and naturalization No claims are pending against the Company before the Equal Employment

Opportunity Commission or any other administrative body or in any court asserting any violation of Title VII of the Civil Rights Act of 1964 the Age
Discrimination Act of 1967 42 U.S.C 1981 or 1983 or any other federal state or local law statute or ordinance barring discrimination in

employment

iv The Company is not party to or bound by any employment or other contract or agreement that contains any

severance termination pay or change of control liability or obligation including without limitation any excess parachute payment as defined in

Section 28011b of the IRC other than as set forth in the Companys SEC Reports

Intellectual Property

TO the Companys Knowledge none of the Intellectual Property of the Company is invalid or unenfotueable No

Intellectual Property owned or licensed by the Company that is necessary for the conduct of Companys business as currently conducted or as proposed
to be conducted as described in the SEC Reports is involved in any cancellation dispute or litigation and to the Companys Knowledge no such

action is threatened No issued patent owned or exclusively licensed by the Company is involved in any interference reissue re-examination or

opposition proceeding

ij All of the in-bound licenses and sublicenses and consent royalty or other agreements concerning Intellectual

Property to which the Company is party other than generally commercially available non-custom off-the-shelf software application programs

having retail acquisition price of less than $50000 per license that are necessary for the conduct of the Companys business as currently conducted

and as proposed to be conducted as described in the SEC Reports collectively In-Bound License Agreements are valid and binding obligations of

the Company enforceable in accordance with their terms except to theextent that enforcement thereof may be limited by bankruptcy insolvency

reorganization moratorium fraudulent conveyance or other similar laws affecting the enforcement of creditors rights generally and the Company is

not in material breach of any of its obligations under any such In-Bound License Agreements

iii To the Companys Knowledge the Company owns or has the valid right to use all of the Intellectual Property

including third party Intellectual Property and Confidential Information that is necessary for the conduct of the Companys business as currently

conducted and as proposed to be conducted as described in the SEC Reports and for the ownership maintenance and operation of the Companys

properties and assets free and clear of all liens encumbrances adverse claims or with respect to Intellectual Property owned or exclusively licensed

by the Company obligations to license such Intellectual Property other than licenses to third parties of the Intellectual Property owned by the

Company that are set forth on Schedule 3.loiii
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iv To the Companys Knowledge the conduct of the Companys business as currently conducted or as proposed
to be conducted as described in the SEC Reports the use or exploitation by or on behalf of the Company of any Intellectual Property owned by the

Company or the use or exploitation by or on behalf of the Company of any Intellectual Property licensed by the Company does not infringe

misappropriate or otherwise materially impair or conflict with any Ititellectual Property rights of any third party To the Companys Knowledge the

Intellectual Property owned or exclusively licensed by the Company which is necessary for the conduct of Companys business as currently conducted

or as proposed to be conducted as set forth in the SEC Reports is not being Infringed by any third party There is no litigation court order claim or

assertion pending or outstanding or to the Companys Knowledge threatened that seeks to limit or challenge the ownership use validity or

enforceability of any Intellectual Property owned or licensed by the Company or the Companys use of any Intellectual Property owned by third

party

The consummation of the transactions contemplated hereunder and under the other Transaction Documents will not

result in the loss material impairment of or material restriction on any of the Intellectual Property or Confidential Information owned by the

Company which is necessary for the conduct of Companys business as currently conducted or as proposed to be conducted as set forth in the SEC

Reports or material breach of any In-Bound License Agreement

vi The Company has taken reasonable steps to protect the Companys rights in Intellectual Property and Confidential

Information owned or licensed by the Company Each employee independent contractor and consultant of the Company has executed an agreement
to maintain the confidentiality of such Confidential Information and proprietary information and inventions agreement in the forms as set forth on
Schedule lovi To the Companys Knowledge and except as necessary to secure rights through information filings in U.S and other patent

offices and pursuant to non-disclosure agreements entered into between the Company and third parties in the ordinary course of business there has

been no disclosure of the Companys Intellectual Property or Confidential Information to any third party To the Companys Knowledge there have
been no misappropriations or infringements by anyPerson of any intellectual Property used in the conduct or operation of the Companys business

Environmental Matters The Company is not in violation of any statute rule regulation decision or order of any
governmental agency or body or any court domestic or foreign relating to the use disposal or release of Hazardous Materials or relating to the

protection or restoration of the environment or human
exposure to Hazardous Materials collectively Environmental Laws To the Companys

Knowledge the Company does not own or operate any real property contaminated with any substance that is subject to any Environmental Laws is not

liable for any off-site disposal or contamination pursuant to any Environmental Laws and is not subject to any claim relating to any Environmental
Laws There is no pending or to the Companys Knowledge threatened investigation that might lead to such claim

Litigation There are no pending or to the Companys Knowledge threatened actions suits proceedings inquiries or

investigations against or affecting the Company or any of its properties or any of the Companys officers and directors in their capacities as such The

Company is not party to or subject to the provisions of any injunction judgment decree or order of any corirt regulatory body administrative agency
or other governmental body
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Financial Statements The financial statements included in each SEC Report and the draft audited financial statements for

the period ended December 31 2008 made available to the Purchasers prior to execution of this Agreement present fairly in all material respects the

financial position of the Company as of the dates shown and its results of operations and cash flows for the periods shown and such financial

statements have been prepared in conformity with GAAP except as may be disclosed therein or in the notes thereto and in the case of quarterly

financial statements as permitted by Form l0-Q under the Exchange Act Except as set forth in the financial statements of the Company included in

the SEC Reports and the draft audited financial statements for the period ended December 2008 made available to the Purchasers prior to execution

of this Agreement the Company has not incurred any liabilities contingent or otherwise except those incurred in the ordinary course of business

consistent with past practices since the date of such financial statements none of which individually or in the aggregate would reasonably be expected

to have Material Adverse Effect

Insurance Coverage The Company maintains in full force and effect insurance coverage that is customary for comparably

situated companies for the business being conducted and properties owned or leased by the Company

Questionable Payments Neither the Company nor any of its directors officers or employees or to the Companys

Knowledge any of its agents or other Persons acting on behalf of the Company has on behalf of the Company or in connection with its business

used any corporate funds for unlawful contributions gifts entertainment or other unlawful expenses relating to political activity made any

direct or indirect unlawful payments to any governmental officials or employees from corporate funds established or maintained any unlawful or

unrecorded fund of corporate monies or other assets made any false or fictitious entries on the books and records of the Company or made any

unlawful bribe rebate payoff influence payment kickback or other unlawful payment of any nature

Transactions With Affiliates and EmDloyees Except as set forth in the SEC Reports and other than the grant of stock

options or other equity awards that are not individually or in the aggregate material in amount none of the officers or directors of the Company and to

the Companys Knowledge none of the employees of the Company is presently party to any transaction with the Company or to presently

contemplated transaction other than for services as employees officers and directors that would be required to be disclosed pursuant to Item 404 of

Regulation S-K promulgated under the Securities Act that has not been disclosed

Internal Controls The Company is in material compliance with the provisions of the Sarbanes-Oxley Act of 2002 currently

applicable to the Company The Company maintains system of internal accounting controls sufficient to provide reasonable assurance that

transactions are executed in accordance with managements general or specific authorizations ii transactions are recorded as necessary to permit

preparation of financial statements in conformity with GAAP and to maintain asset accountability iii access to assets is permitted only in accordance

with managements general or specific authorization and iv the recorded accountability for assets is compared with the existing assets at reasonable

intervals and appropriate action is taken with respect to any differences The Company has established disclosure controls and procedures as defined

in Exchange Act Rules 3a- 15 and 5d- 15 for the Company and designed such disclosure controls and procedures to ensure that material information

relating to the Company is made known to the certifying officers by others within those entities The Companys certifying officers have evaluated the

effectiveness of the Companys controls and procedures as of the end of the period covered by the most recently filed periodic report under the

Exchange Act such date the Evaluation Date The Company presented in its most recently filed periodic report under the Exchange Act the

conclusions of the certifying officers about the effectiveness of the disclosure controls and procedures based on their evaluations as of the Evaluation

Date Since the Evaluation Date there have been no significant changes in the Companys internal controls as such term is defined in Item 307b of

Regulation S-K or to the Companys Knowledge in other factors that could significantly affect the Companys internal controls The books records

and accounts of the Company accurately and fairly reflect in all material respects the transactions in and dispositions of the assets of and the results

of operations of the Company The Company maintains and will continue to maintain standard system of accounting established and administered in

accordance with GAAP and the applicable requirements of the Exchange Act
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Independent Accountants The Company has engaged an independent registered public accounting firm as required by the

Exchange Act and the rules and regulations of the Commission thereunder

Regulatory Compliance The human clinical trials animal studies and other preclinical tests conducted by the Company or

in which the Company has participated or that are described in the SEC Reports or the results of which are referred to in the SEC Reports and such

studies and tests conducted on behalf of the Company or that the Company intends to rely on in support of regulatoiy approval by the United States

Food and Drug Administration the FDA or foreign regulatory agencies were and if still pending are being conducted in all material respects in

accordance with experimental protocols procedures and controls generally used by qualified experts in the preelinical or clinical study of new drugs
The descriptions of the results of such studies test and trials contained in the SEC Reports are accurate and complete in all material respects and

except as set forth in the SEC Reports to the Companys Knowledge there are no other trials studies or tests the results of which the Company
believes reasonably call into question the clinical trial results described or referred to in the SEC Reports when viewed in the context in which such

results are described and the clinical stage of development The Company has not received any notices or correspondence from the FDA or any other

domestic or foreign governmental agency requiring the termination suspension or material modification other than modifications customarily

implemented during the drug development process of any preclinical tests or clinical trials conducted by or on behalf of the Company or in which the

Company has participated that are described in the SEC Reports or the results of which are referred to in the SEC Reports

Material Contracts The description of the Material Contracts documents or other agreements contained in the SEC
Reports as the case may be reflect in all material respects the terms of the underlying contract document or other agreement Each such Material

Contract document or other agreement is in full force and effect and is valid and enforceable by and against the Company in accordance with its

terms The Company is not in default in the observance or performance of any term or obligation to be performed by it under any such agreement and

no event has occurred which with notice or lapse of time or both would constitute such default in any such ease which default or event individually

or in the aggregate would result in Material Adverse Effect

Certain Fees Except for the fees paid to Jefferies Company Inc Cowen Company and RBC Capital Markets

Corporation as result of the transactions contemplated by this Agreement the Placement Agent Fees which Placement Agent Fees are being paid

by the Company no Person will have as result of the transactions contemplated by this Agreement any valid right interest or claim against or upon
the Company or Purchaser for any commission fee or other compensation pursuant to any agreement arrangement or understanding entered into by
or on behalf of the Company The Company shall indemnify pay and hold each Purchaser harmless against any liability

loss or expense including
without limitation attorneys fees and out-of-pocket expenses arising in connection with any such right interest or claim
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aa No Directed Selling Efforts or General Solicitation Neither the Company nor any Person acting on its or its behalf has

conducted any general solicitation or general advertising as those terms are used in Regulation in connection with the offer or sale of any of

the Securities

bb No Integrated Offering Assuming the accuracy of the Purchasers representations and warranties set forth in Section 3.2

of this Agreement neither the Company nor any Person acting on its behalf has directly or indirectly at any time within the past six months made any

offers or sales of any Company security or solicited any offers to buy any security under circumstances that would eliminate the availability of the

exemption from registration under Regulation under the Securities Act in connection with the offer and sale by the Company of the Securities as

contemplated hereby or ii cause the offering of the Securities pursuant to the Transaction Documents to be integrated with prior offerings by the

Company for purposes of any applicable law regulation or stockholder approval provisions including without limitation under the rules and

regulations of any Trading Market on which any of the securities of the Company are listed or designated

cc Listing and Maintenance Reuuirements The Companys Common Stock is registered pursuant to Section 12b or 12g
of the Exchange Act and the Company has taken no action designed to terminate the registration of the Common Stock under the Exchange Act nor

has the Company received any notification that the Commission is contemplating terminating such registration The Company has not in the 12

months preceding the date hereof received written notice from any Trading Market on which the Common Stock is or has been listed or quoted to the

effect that the Company is not in compliance with the listing or maintenance requirements of such Trading Market except as set forth on Schedule 3.1

cc As of the date hereof the Company is in compliance in all material respects with the listing and maintenance requirements for continued trading

of the Common Stock on the Principal Trading Market except as set forth on Schedule lcc

dd Investment Company The Company is not required to be registered as and is not an Affiliate of and immediately

following the First Unit Closing Second Unit Closing or Common Equity Closing as applicable will not be required to register as an investment

company within the meaning of the Investment Company Act of 1940 as amended

ee Off Balance Sheet Arrangements There is no transaction arrangement or other relationship between the Company and an

unconsolidated or other off balance sheet entity that is required to be disclosed by the Company in its Exchange Act filings and is not so disclosed or

that otherwise would have Material Adverse Effect

if Acknowledgment Regarding Purchasers Purchase of Securities The Company acknowledges and agrees that each of the

Purchasers is acting solely in the capacity of an arms length purchaser with respect to the Transaction Documents and the transactions contemplated

hereby and thereby The Company further acknowledges that no Purchaser is acting as financial advisor or fiduciary of the Company or in any

similar capacity with respect to the Transaction Documents and the transactions contemplated thereby and any advice given by any Purchaser or its

representatives or agents in connection with the Transaction Documents and the transactions contemplated hereby and thereby is merely incidental to

the Purchasers purchase of the Securities

gg No Additional Agreements The Company does not have any agreement or understanding with any Purchaser with respect

to the transactions contemplated by the Transaction Documents other than as specified in the Transaction Documents
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hh Solvency After giving effect to the First Unit Closing Second Unit Closing or Common Equity Closing as applicable

including without limitation the expenses to be incurred by the Company in connection herewith the Company will not be insolvent left with

unreasonably small capital with which to engage in its business or have incurred debts beyond its ability to pay such debts as they mature

ii Change of Control Benefits Neither the consummation of any Change of Control either alone or in connection with any

other event including any termination of employment or service will result in any payment including any bonus golden parachute or severance

payment becoming due to any employee or consultant of the Company ii result in any forgiveness of indebtedness owing by any employee or

consultant of the Company to the Company or to the Companys Knowledge owing by any employee or consultant to any third party iii materially

increase the benefits payable by the Company or iv result in any acceleration of the time of payment or vesting of any such benefits

jj Yting_Agrtpcntt To the Companys Knowledge no stockholder of the Company has entered into any agreement with

respect to the voting of Capital Stock of the Company

kk Disclosure None of the Transaction Documents including this Agreement or the exhibits and schedules hereto or thereto

including this Agreement contain any untrue statement of material fact nor omit to state material fact necessary in order to the make the

statements contained therein in
light

of the circumstances in which they are made not misleading

11 Stockholder Approval No vote of the Companys stockholders is required in connection with the issuance and sale of the

Securities in the First Unit Closing or any of the other transactions contemplated by the Transaction Documents with respect to the First Unit Closing

3.2 Representations and Warranties of the Purchasers Each Purchaser hereby for itself and for no other Purchaser represents and

warrants as of the date hereof and as of the First Unit Closing Date the Second Unit Closing Date and the Common Equity Closing Date as

applicable expect for the representations and warranties that speak as of specific date which shall be made as of such date to the Company as

follows

Organization Authpjfy Such Purchaser is an entity duly organized validly existing and in good standing under the laws

of the jurisdiction of its organization with the requisite corporate or partnership power and authority to enter into and to consummate the transactions

contemplated by the applicable Transaction Documents and otherwise to carry out its obligations hereunder and thereunder To the extent that

Purchaser is an entity the execution delivery and performance by such Purchaser of the transactions contemplated by this Agreement have been duly

authorized by all necessary corporate or if such Purchaser is not corporation such partnership limited liability company or other applicable like

action on the part of such Purchaser Each of this Agreement and the Investor Rights Agreement has been duly executed by such Purchaser and when

delivered by such Purchaser in accordance with the terms hereof will constitute the valid and legally binding obligation of such Purchaser enforceable

against it in accordance with its terms except as such enforceability may be limited by applicable bankruptcy insolvency reorganization moratorium

liquidation or similar laws relating to or affecting generally the enforcement of creditors rights and remedies or by other equitable principles of

general application
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No Conflicts The execution delivery and performance by such Purchaser of this Agreement and the Investor Rights

Agreement and the consummation by such Purchaser of the transactions contemplated hereby and thereby will not result in violation of the

organizational documents of such Purchaser to the extent an entity ii conflict with or constitute default or an event which with notice or lapse of

time or both would become default under or give to others any rights of termination amendment acceleration or cancellation of any agreement

indenture or instrument to which such Purchaser is party or iii result in violation of any law rule regulation order judgment or decree

including federal and state securities laws applicable to such Purchaser except in the case of clauses ii and iii above for such conflicts defaults

rights or violations which would not individually or in the aggregate reasonably be expected to have material adverse effect on the ability of such

Purchaser to perform its obligations hereunder

Investment Intent Such Purchaser understands that the Securities are restricted securities and have not been registered

under the Securities Act or any applicable state securities law and is acquiring the Securities as principal for its own account and not with view to or

for distributing or reselling such Securities or any part thereof in violation of the Securities Act or any applicable state securities laws

providedhowever that by making the representations herein such Purchaser does not agree to hold any of the Securities for any minimum period of

time and reserves the right subject to the provisions of this Agreement and the Investor Rights Agreement at all times to sell or otherwise dispose of

any or all of the Warrant Shares or the Shares pursuant to an effective registration statement under the Securities Act or under an exemption from such

registration and in compliance with applicable federal and state securities laws Such Purchaser to the extent an entity is acquiring the Securities

hereunder in the ordinary course of its business Such Purchaser does not presently have any agreement plan or understanding directly or indirectly

with any Person to distribute or effect any distribution of any of the Securities or any securities which are derivatives thereof to or through any

Person such Purchaser is not registered broker-dealer under Section 15 of the Exchange Act or an entity engaged in business that would require it

to be so registered as broker-dealer

Purchaser Status At the time such Purchaser was offered the Securities it was and at the date hereof it is and on each

date on which it exercises any Warrants it will be an accredited investor as defined in Rule 50 1a of Regulation promulgated under the Securities

Act

General Solicitation Such Purchaser is not purchasing the Securities as result of any advertisement article notice or

other communication regarding the Securities published in any newspaper magazine or similar media or broadcast over television or radio or presented

at any seminar or any other general advertisement

Experience of Such Purchaser Such Purchaser either alone or together with its representatives has such knowledge

sophistication and experience in business and financial matters so as to be capable of evaluating the merits and risks of the prospective investment in

the Securities and has so evaluated the merits and risks of such investment Such Purchaser is able to bear the economic risk of an investment in the

Securities and at the present time is able to afford complete loss of such investment

Access to lnforjon Such Purchaser acknowledges that it has had the opportunity to review the Disclosure Materials

and has been afforded the opportunity to ask such questions as it has deemed necessary of and to receive answers from representatives of the

Company concerning the terms and conditions of the offering of the Securities and the merits and risks of investing in the Securities ii access to

information about the Company and its respective financial condition results of operations business properties management and prospects sufficient

to enable it to evaluate its investment and iiithe opportunity to obtain such additional information that the Company possesses or can acquire without

unreasonable effort or expense that is necessary to make an informed investment decision with respect to the investment Neither such inquiries nor any

other investigation conducted by or on behalf of such Purchaser or its representatives or counsel shall modify amend or affect such Purchasers right to

rely on the truth accuracy and completeness of the Disclosure Materials and the Companys representations and warranties contained in the

Transaction Documents
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Certain Trading Activities Other than with respect to the transactions contemplated herein since the time that such

Purchaser was first contacted by the Company the Placement Agent or any other Person regarding the transactions contemplated hereby until the date

hereof neither the Purchaser nor any Affiliate of such Purchaser which had knowledge of the transactions contemplated hereby has or shares

discretion relating to such Purchasers investments or trading or information concerning such Purchasers investments including in respect of the

Securities and is subject to such Purchasers review or input concerning such Affiliates investments or trading collectively Trading Affiliates

has directly or indirectly nor has any Person acting on behalf of or pursuant to any understanding with such Purchaser or Trading Affiliate effected or

agreed to effect any transactions in the securities of the Company including without limitation any Short Sales involving the Companys

securities Notwithstanding the foregoing in the case of Purchaser and/or Trading Affiliate that is individually or collectively multi-managed

investment vehicle whereby separate portfolio managers manage separate portions of such Purchasers or Trading Affiliates assets and the portfolio

managers have no direct knowledge of the investment decisions made by the portfolio managers managing other portions of such Purchasers or

Trading Affiliates assets the representation set forth above shall apply only with respect to the portion of assets managed by the portfolio manager
that has knowledge about the transactions contemplated by this Agreement Other than to other Persons who are parties to this Agreement such

Purchaser has maintained the confidentiality of all disclosures made to it in connection with this transaction including the existence and terms of this

transaction

Brokers and Finders Except for the Placement Agent Fees no Person will have as result of the transactions

contemplated by this Agreement any valid right interest or claim against or upon the Company or any Purchaser for any commission fee or other

compensation pursuant to any agreement arrangement or understanding entered into by or on behalf of the Purchaser

Independent Investment Decision Such Purchaser has independently evaluated the merits of its decision to purchase

Securities pursuant to the Transaction Documents and such Purchaser confirms that it has not relied on the advice of any other Purchasers business

and/or legal counsel in making such decision Such Purchaser understands that nothing in this Agreement or any other materials presented by or on

behalf of the Company to the Purchaser in connection with the purchase of the Securities constitutes legal tax or investment advice

Reliance on Exemptions Such Purchaser understands that the Securities being offered and sold to it in reliance on specific

exemptions from the registration requirements of United States federal and state securities laws and that the Company is relying in part upon the truth

and accuracy of and such Purchasers compliance with the representations warranties agreements acknowledgements and understandings of such

Purchaser set forth herein in order to determine the availability of such exemptions and the
eligibility

of such Purchaser to acquire the Securities

No Governmental Review Such Purchaser understands that no United States federal or state agency or any other

government or governmental agency has passed on or made any recommendation or endorsement of the Securities or the fairness or suitability
of the

investment in the Securities nor have such authorities passed upon or endorsed the merits of the offering of the Securities

Regulation Such Purchaser is aware that the anti-manipulation rules of Regulation under the Exchange Act may

apply to sales of Common Stock and other activities with respect to the Common Stock by the Purchasers

Residency Such Purchasers principal executive offices or residence in the case of Purchaser that is an individual are

in the jurisdiction set forth immediately below Purchasers name on the applicable signature page attached hereto

CERTAIN CONFIDENTIAL INFORMATION CONTAINED TN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED

26



Complete Agreement No Purchaser has made or makes anyrepresentations or warranties with respect to the transactions

contemplated hereby other than those specifically set forth in this Article Ill

ARTICLE IV

OTHER AGREEMENTS OF THE PARTIES

4.1 Transfer Restrictions

Compliance with Laws Notwithstanding any other provision of this Article IV each Purchaser covenants that the

Securities may be disposed of only pursuant to an effective registration statement under and in compliancewith the requirements of theSecurities

Act or pursuant to an available exemption from or in transaction not subject to the registration requirements of the Securities Act and in

compliance with any applicable state and federal securities laws In connection with any transfer of the Securities other than pursuant to an effective

registration statement ii to the Company iii to an Affiliate of Purchaser iv pursuant to Rule 144 provided that the Piftchaser provides the

Company with reasonable assurances in the form of seller and broker representation letters that the securities may be sold pursuant to such rule or

Rule l44A orv pursuant to Rule 144 following the applicable holding period the Company mayrequire the transferor thereof to provide to the

Company an opinion of counsel selected by the transferor and reasonably acceptable to the Companythe form and substance of which opinion shall be

reasonably satisfactory to the Company to the effect that such transfer does not require registration of such transferred Securities under the Securities

Act As condition of transfer of any Securities other than Unrestricted Securities as defined below any such transferee shall agree in writing to be

bound by the terms of this Agreement and shall have the rights of Purchaser under this Agreement and the Investor Rights Agreement

Legends Each of the Warrants and the certificates evidencing the Shares shall bear any legend as required by the blue

sky laws of any state and restrictive legend in substantially the following form as applicable until such time as they are not required under Section

4.1c and stock transfer order may be placed against transfer of the certificates for the Shares

THESE SECURITIES NOR THE SECURITES ISSUABLE UPON EXERCISE OR CONVERSION OF THESE
SECURITIES HAVE BEEN REGISTERED SECURITIES HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933 AS AMENDED THE SECURITIES ACT OR APPLICABLE STATE SECURITIES
LAWS THE SECURITIES MAY NOT..BE OFFERED FOR SALE SOLD TRANSFERRED OR ASSIGNED EXCEPT AS
PROVIDED BY ARTICLE IV OF THAT CERTAIN SECURITIES PURCHASE AGREEMENT DATED AS OF MARCH 31
2009 BY AND AMONG SUNESIS PHARMACEUTICALS INC AND THE PURCHASERS IDENTIFIED ON THE
SIGNATURE PAGES THERETO

In addition if any Purchaser is an Affiliate of the Company the Warrants and the certificates evidencing the Shares issued to such Purchaser shall bear

customary affiliates legend
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Removal of Legends The legend set forth in Section 4.1b above shall be removed and the Company shall issue

certificate without such legend or any other legend to the holder of the applicable Securities upon which it is stamped or issue to such holder by
electronic delivery at the applicable balance account at DTC if such Securities are sold or transferred pursuant to an effective Registration
Statement covering the resale of such Securities by the Purchasers ii such Securities are sold or transferred pursuant to Rule 144 if the transferor is

not an Affiliate of the Company or iii such Securities are eligible for sale without any restrictions under Rule 144 any Securities meeting any of
such criteria being referred to as Unrestricted Securities Following such time as legend is no longer required for certain Securities the Company
will no later than three Trading Days or such shorter time as may in the future be required pursuant to applicable law or regulation for the

settlement of trades in securities on the Principal Trading Market following the delivery by Purchaser to the Company or the Transfer Agent with
notice to the Company of legended certificate representing such Securities endorsed or with stock powers attached signatures guaranteed if so

required by the Transfer Agent in the ordinary course of business and otherwise in form necessary to affect the reissuance and/or transfer deliver or
cause to be delivered to the transferee of such Purchaser or such Purchaser as applicable certificate representing such Securities that is free from all

restrictive and other legends The Company may not make any notation on its records or give instructions to the Transfer Agent that enlarge the

restrictions on transfer set forth in this Section 4.1 In lieu of delivering physical certificates upon the written request of any Purchaser the Company
shall use its commercially reasonable efforts to transmit certificates for Securities subject to legend removal hereunder to such Purchaser by crediting
the account of the transferees Purchasers prime broker with DTC through its Deposit Withdrawal Agent Commission DWAC system or any
successor system thereto The time periods for delivery and penalties described herein shall apply to the electronic transmittals described herein Any
delivery not effected by electronic transmission shall be effected by delivery of physical certificates Each Purchaser agrees that the removal of the

restrictive legend from any certificates representing Securities as set forth in this Section 4.1c above is predicated upon the Companys reliance that

such Purchaser would sell transfer assign pledge hypothecate or otherwise dispose of such Securities pursuant to either the registration requirements
of the Securities Act including any applicable prospectus delivery requirements or an exemption therefrom and that if such Securities are sold

pursuant to Registration Statement they will be sold in compliance with the plan of distribution set forth therein

Irrevocable Transfer Agent Instructions The Company shall execute and deliver irrevocable instructions to its Transfer

Agent which irrevocable instructions shall be acknowledged in writing by the Transfer Agent in the form of Exhibit attached hereto the
Irrevocable Transfer Agent Instructions The Company represents and warrants that no instruction other than the Irrevocable Transfer Agent
Instructions or instructions consistent therewith referred to in this Section 4.1d will be given by the Company to its transfer agent in connection with

this Agreement and that the Shares shall otherwise be freely transferable on the books and records of the Company as and to the extent provided in this

Agreement the other Transaction Documents and applicable law The Company acknowledges that breach by it of its obligations under this Section

1d will cause irreparable harm to Purchaser Accordingly the Company acknowledges that the remedy at law for breach of its obligations under

this Section 4.1d will be inadequate and agrees in the event of breach or threatened breach by the Company of the provisions of this Section 4.1d
that Purchaser shall be entitled in addition to all other available remedies to an order and/or injunction restraining any breach and requiring
immediate issuance and transfer without the necessity of showing economic loss and without any bond or other security being required

Acknowledgrnç Each Purchaser hereunder acknowledges its primary responsibilities under the Securities Act and
accordingly will not sell or otherwise transfer any of the Securities or any interest therein without complying with the requirements of the Securities

Act While any Registration Statement remains effective each Purchaser hereunder may sell the Shares in accordance with the plan of distribution

contained in such Registration Statement and if it does so it will comply therewith and with the related prospectus delivery requirements unless an

exemption therefrom is available Each Purchaser severally and not jointly with the other Purchasers agrees that if it is notified by the Company in

writing at any time that Registration Statement registering the resale of any of the Shares is not effective or that the prospectus included in such

Registration Statement no longer complies with the requirements of Section 10 of the Securities Act the Purchaser will refrain from selling such
Shares until such time as the Purchaser is notified by the Company that such Registration Statement is effective or such prospectus is compliant with

Section 10 of the Exchange Act unless such Purchaser is able to and does sell such Shares pursuant to an available exemption from the registration

requirements of Section of the Securities Act Both the Company and its Transfer Agent and their respective directors officers employees and
agents may rely on this subsection and each Purchaser hereunder will indemnify and hold harmless each of such persons from any breaches or
violations of this paragraph
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4.2 Reservation of-Common Stock As of the First Unit Closing Date the Company shall have taken all action necessary to authorize
and reserve for the purpose of issuance from and after-the First-Unit Closing no less than the maximum number of shares of Common Stock issuable

as Conversion Shares at the First Unit Closmg andissuable upon exercise of the Warrants issued at the First Unit Closing As of the Second Unit

Closing Date the Company shall have taken all -action necessary to authorize and reserve -for the purpose of issuance from and after the Second Unit

Closing no less than the maximum number of shares of Common Stock issuable as Conversion Shares at the Second Unit Closing and issuable upon
exercise of the Warrants issued at the Second Unit Closing As of the Common Equity Closing Date the Company shall have taken all action

necessary to authorize and reserve for the purpose of issuance at the Common Equity Closing no less than the maximum number of shares of

Common Stock issuable at the Common Equity Closing

4.3 -Furnishing of Information In order to enable the Purchasers to sell the Securities under Rule 144 of the Securities Act
commencing on -the date hereof and ending at such time as all Purchasers can freely sell Securities without restriction under the Securities Act the

Company shall use its -commercially reasonable efforts to timely file or obtain- extensions in respect thereof and file within the applicable grace period
all reports required to be filed by the Company after the date hereof pursuant totheExchange Act During such period if the Company is not required

to file reports pursuant-to such laws it will-prepare and furnish to the Purchasers and make publicly available in accordance with Rule 144c such

information as is required for the Purchasers to sell the Shares under Rule 144

4.4 Form and Blue Sky The Company agrees to timely file Form with respect to the Securities as required under Regulation
and to provide copy thereof to each Purchaser who requests copy in writing promptly after- such filing The Company shall make all filings and

reports relating to the offer and sale of the -Securities required under applicable securities or Blue Sky laws of the states of the United States

following each of the First Unit C-losing Date the Second Unit Closing Date and the Common Equity Closing Date

4.5 No Integration The Company shall not and shall -use its commercially reasonable efforts to ensure that no Affiliate of the

Company shall sell- offer for-sale-or solicit offers to buy or otherwise negotiate- in respect of any security as defmed in Section of the Securities -Act
that will be integrated with the -offer or sale of the Securities in mannerthat would require the -registration under the Securities Act of the sale of the

Securities to the Purchasers or that will be integrated with the offer or sale of the Securities for purposes of the rules and regulations of any Trading
Market such that it would

-require
stockholder approval prior to the closing of such other transaction unless stockholder approval is obtained before the

closing of such subsequent transaction

4.6 Securities Laws Disclosure Publicity By 900 a.m Eastern Time on the Trading Day immediately following the execution of this

Agreement the Company shall issue press release the Press Release reasonably acceptable to the Lead Purchasers disclosing all material terms of

the transactions contemplated hereby On or before 530 p.m Eastern Time on the fourth Trading Day following the execution of this Agreement or
such earlier time as required by law the Company will file Current Report on Form 8-K with the Commission describing the terms of the

Transaction Documents and including as exhibits to such Current Report on Form 8-K the material Transaction Documents including without

limitation this Agreement the forms of Warrant and the Investor Rights Agreement EachPurchaser severally and not jointly with the other

Purchasers covenants that until such time as the transactions contemplated by this Agreement are publicly disclosed by the Company as described in

this Section 4.6 such Purchaser will maintain the confidentiality of all disclosures made to it in connection with this transaction including the

existence and terms of this transaction except that such Purchaser may disclose the terms to its financial accounting legal and other advisors
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4.7 Non-Public Information Except with respect to the material terms and conditions of the transactions contemplated by the

Transaction Documents the Company shall not and shall cause each of its officers directors employees and agents not to provide any Purchaser with

any material non-public information regarding the Company from and after the issuance of the Press Release without the express written consent of

such Purchaser unless prior thereto such Purchaser shall have executed written agreement regarding the confidentiality and use of such information

4.8 Indemnification In addition to the indemnity provided in the Investor Rights Agreement the Company agrees to jointly and

severally indemnify and hold each Purchaser and all of their respective directors officers stockholders members partners employees and agents and

any other Persons with functionally equivalent role of Person holding such titles notwithstanding lack of such title or any other title of such

Purchaser each Person who Controls Purchaser within the meaning of Section 15 of the Securities Act and Section 20 of the Exchange Act and the

directors officers stockholders agents members partners or employees and any other Persons with functionally equivalent role of Person holding

such titles notwithstanding lack of such title or any other title of such controlling person each Purchaser Party harmless from any and all

losses liabilities obligations claims contingencies damages costs and expenses including all judgments amounts paid in settlements court costs

and reasonable attorneys fees and costs of investigation that any such Purchaser Party may suffer or incur whether direct indirect or consequential as

result of or arising from or relating to or in connection with any breach of any of the representations warranties covenants or agreements made

by the Company in this Agreement or in the other Transaction Documents or any action instituted against Purchaser or any of their respective

Affiliates by any Person who is not an Affiliate of such Purchaser with respect to any of transactions contemplated by the Transaction Documents

unless such action is based upon .any agreements or understanding such Purchaser may have with any such Person or any violations by the Purchaser

of state or federal securities laws or any conduct by suchPurchaser which constitutes fraud gross negligence or willful misconduct The Company

will not be liable to any Purchaser Party under this Agreement to the extent but only to the extent that loss claim damage or liability is attributable

to such Purchaser Partys breach of any of the represetitÆtions warranties covenants or agreements made by such Purchaser Party in this Agreement or

in the other Transaction Documents any violation by such Purchaser Party of state or federal securities laws or any conduct by such Purchaser Party

which constitutes fraud gross negligence or willful misconduct To the extent that the undertaking to indemnify pay and hold harmless set forth in

this Section 4.8 may be unenforceable because it is violative of any law or public policy the Company shall contribute the maximum portion which it

is permitted to pay and
satisfy

under applicable law to the payment and satisfaction of all indemnified matters incurretlby the Purchaser Parties

4.9 Listinc of Securities In the time and manner required by the Principal Trading Market the Company shall prepare and file with

such Trading Market an additional shares listing application covering all of the Securities and shall use its commercially reasonable efforts to take all

steps necessary to maintain so long as any other shares of Common Stock shall be so listed such listing
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4.10 Dispositions and Confidentiality After the Date Hereof Each Purchaser severally and not jointly with the other Purchasers

covenants that neither it nor any Affiliate acting on its behalf or pursuant to any understanding with it will engage in any transactions in the

Companys securities including without limitation any Short Sales involving the Companys securities during the period from the date hereof until

the earlier of such time as the transactions contemplated by this Agreement are first publicly announced as described in Section 4.6 or ii this

Agreement is terminated in full pursuant to Section hereof Notwithstanding the foregoing in the case of Purchaser that is multi-managed
investment vehicle whereby separate portfolio managers manage separate portions of such Purchasers assets and the portfolio managers have no direct

knowledge of the investment decisions made by the portfolio managers managing other portions of such Purchasers assets the covenants set forth

above shall apply only with respect to the portion of assets managed by the portfolio manager that has knowledge about the transactions contemplated

by this Agreement Each Purchaser understands and acknowledges severally and not jointly with any other Purchaser that the Commission currently

takes the position that covering short position established prior to effectiveness of resale registration statement with shares included in such

registration statement would be violation of Section of the Securities Act as set forth in Item 65 Section under Section of the Manual of

Publicly Available Telephone Interpretations dated July 1997 compiled by the Office of Chief Counsel Division of Corporation Finance

11 Preparation of Proxy Statement Stockholders Meeting

The Company shall use commercially reasonable efforts to prepare and file with the Commission as soon as practicable

after the First Unit Closing and in no event later than May 2009 proxy statement as amended or supplemented the Proxy Statement to be

sent to the stockholders of the Company in connection with the annual meeting of the Companys stockholders the Stockholders Meeting for the

purpose of obtaining the requisite vote of the Companys stockholders to approve the sale and issuance of the Units at the Second Unit Closing
including the issuance of the Unit Shares the Warrants and the Warrant Shares to be sold in such Closing ii the expiration of the Warrant Exercise

Cap iii the amendments to the Companys Amended and Restated Certificate of Incorporation described on Exhibit hereto and iv the sale and
issuance of the Common Equity Shares at the Common Equity Closing as well as other matters contemplated by the Transaction Documents or

otherwise in the ordinary course of the Companys business and acceptable to the Lead Purchasers which requisite vote shall be obtained in

accordance with the rules of the Principal Trading Market the provisions of the Companys Amended and Restated Certificate of Incorporation and

Amended and Restated Bylaws and the requirements of the DGCL collectively items i-iv above being the Transaction Stockholder Approval
Matters The Company shall provide the Lead Purchasers draft of the Proxy Statement including any amendments or supplements thereto at least

five Business Days prior to filing
thereof and copies of each subsequent draft thereof and the Company shall give reasonable consideration to any

comments by the Lead Purchasers and their counsel to such Proxy Statement prior to filing with the Commission or distribution to the Companys
stockholders The information supplied by the Company for inclusion in the Proxy Statement shall not on the date the Proxy Statement is first mailed

to the Companys stockholders and at the time of the Stockholders Meeting contain any untrue statement of material fact or omit to state any
material fact required to be stated therein or necessary in order to make the statements therein in light of the circumstances under which they are made
not false or misleading or omit to state any material fact necessary to correct any statement in any earlier communication with respect to the

solicitation of proxies for the Stockholders Meeting which has become false or misleading The Proxy Statement will comply as to form in all

material respects with the provisions of the Exchange Act and the rules and regulations thereunder If at any time prior to the Stockholders Meeting

any event or information should be discovered by the Company which should be set forth in supplement to the Proxy Statement the Company shall

promptly inform the Lead Purchasers Notwithstanding the foregoing the Company makes no representation or warranty with respect to any written

information supplied by the Purchasers and relating to the Purchasers for use in the Proxy Statement

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES
EXCHANGE ACT OF 1934 AS AMENDED

31



The Company hall use its commercially reasonable efforts to have the Proxy Statement cleared by the Commission and its

staff under the Exchange Act as promptly as practicable after such filing The Company shall cause the Proxy Statement to be mailed to holders of

Common Stock as promptly as practicable after the Proxy Statement is cleared by the Commission Without limiting any other provision herein the

Proxy Statement will contain such information and disclosure so that the Proxy Statement conforms in all material respects to the requirements of the

Exchange Act

The Company shall promptly notify the Lead Purchasers of the receipt of any comments from the Commission or its staff

and of any request by the Commission or its staff for amendments or supplements to the Proxy Statement or for additional information and shall supply

the Lead Purchasers with copies of all correspondence between the Company or any of its representatives and the Commission or its staff

If at any time prior to the Stockholders Meeting there shall occur any event with respect to the Company or with respect to

other information supplied by the Company for inclusion in the Proxy Statement which event is required to be described in an amendment of or

supplement to the Proxy Statement such event shall be so described and such amendment or supplement shall be promptly filed with the Commission

and as required by applicable law rule or regulation disseminated to the stockholders of the Company

The Company shall duly call give notice of convene and hold the Stockholders Meeting for the purpose of seeking the

Stockholder Approval The Stockholders Meeting shall be held no later than June 30 2009 provided that if the Company does not hold the

Stockholders Meeting by such date then it shall exercise all reasonable efforts to promptly convene special meeting of the Companys Stockholders

to consider and approve the Transaction Stockholder Approval Matters

The Proxy Statement shall include statement to the effect that the Board unanimously of those voting recommends that

the Companys stockholders give the Stockholder Approval the Board Recommendation and except to the extent that the Board shall have

withdrawn or modified the Board Recommendation in accordance with this Agreement the Board Recommendation shall not be withdrawn or

modified in manner adverse to the Purchasers and no resolution by the Board or any committee thereof to withdraw or modify the Board

Recommendation in manner adverse to the Purchasers shall be adopted or proposed

Each Purchaser covenants and represents severally and not jointly that the information supplied by such Purchaser for

inclusion in the Proxy Statement shall not on the date the Proxy Statement is first mailed to the Companys stockholders and at the time of the

Stockholders Meeting contain any untrue statement of material fact or omit to state any material fact required to be stated therein or necessary in

order to make the statements therein in light
of the circumstances under which they are made not false or misleading and if at any time prior to

the Stockholders Meeting any event or information should be discovered by such Purchaser which should be set forth in supplement to the Proxy

Statement such Purchaser shall promptly inform the Company of the same Notwithstanding the foregoing no Purchaser makes any representation or

warranty with respect to any information supplied by the Company which is contained in the Proxy Statement

4.12 No Shop Agreement Until the earlier to occur ofi the First Unit Closing or valid termination of this Agreement pursuant to

Article VI hereof the Company will not and will not cause nor permit any of its Affiliates or any of its or their officers directors stockholders

employees agents or representatives to directly or indirectly
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negotiate authorize recommend enter into or propose to enter into with any Person other than Persons designated by
mutual agreement of the Company and the Lead Purchasers any transaction involving directly or indirectly an issuance sale or acquisition of any

Capital Stock of the Company other than the issuance of Securities pursuant to the Transaction Documents ii employee director and consultant

stuck option grants consistent with past custom and practice and iii shares of Common Stock issued upon the exercise of warrants in existence as

of the date hereof or stock options granted to employees directors or consultants of the Company and that are either in existence as of the date

hereof or that have been granted consistent with past custom and practice sale lease or other conveyance of substantial portion of the business or

assets of the Company or any merger recapitalization business combination strategic alliance joint venture or similar transaction involving the

Company Competing Transaction

continue to engage in any pending discussions or negotiations with any third party concerning any previously proposed

Competing Transaction

knowingly encourage solicit or initiate discussions negotiations or submissions of proposals indications of interest or

offers in respect of Competing Transaction or

knowingly furnish or cause to be furnished to any person any information in furtherance of Competing Transaction

Notwithstanding the foregoing nothing contained in this Agreement shall prevent the Company or the Board from providing information in

response to request therefor by person who has made an unsolicited bona fide written proposal for Competing Transaction engaging in any

negotiations or discussions with any person who has made an unsolicited bona fide written proposal for Competing Transaction or withdrawing

the Board Recommendation or modifying the Board Recommendation in manner adverse to the Purchasers any such action Change in

Recommendation terminating this Agreement pursuant to and subject to the terms of Article VI hereof andlor taking any action that any

court of competent jurisdiction orders the Company or the Board to take if and only to the extent that in each such case referred to in clause to
the extent that activities exceed such level of discussion as is reasonably necessary to obtain sufficient information to assess the likely value of such

proposal or above the failure to take such action would be reasonably likely to result in breach of the Boards fiduciary duties under applicable

law ii in each such case referred to in clause or above the Board also determines in good faith that such proposed Competing Transaction

constitutes or would reasonably be expected to lead to Superior Proposal and iii in the case referred to in clauses or above the Board

has given the Purchasers five Business Days prior written notice of its intention to take such action the Board has considered any changes to

this Agreement if any proposed by the Purchasers and if such action is in connection with Superior Proposal the Board has determined in good
faith and by majority vote of the Board after consultation with the Companys outside legal counsel that any applicable unsolicited proposal remains

Superior Proposal even after the changes proposed by any of the Purchasers if any Nothing contained in this Agreement shall prevent the

Company or the Board from complying with its disclosure obligations under Rule 14d-9 or 14e-2 or Item 10 12a of Regulation M-A promulgated

under the Exchange Act with regard to proposed Competing Transaction If the Company receives any inquiry proposal indication of interest or

offer with respect to Competing Transaction the Company will promptly notify the Lead Purchasers of the same which notice shall identify the

Person or Persons making such inquiry proposal indication of interest or offer and shall summarize the terms thereof in reasonable detail

4.13 Use of Proceeds Unless otherwise approved in writing by the Majority Purchasers the Company shall not use any proceeds from
the sale of the Securities hereunder other than for working capital and general corporate purposes

4.14 Section 16 Prior to any of the Second Unit Closing the Common Equity Closing or closing of an Alternate Common Stock

Financing to the extent permissable under applicable law the Company shall cause the Board to take such action necessary or advisable to exempt
from the provisions of Section 16b of the Exchange Act including by virtue or Rule 16b-3d thereunder the acquisition of securities at such closing

by any Purchaser who at that time may be deemed to be director of the Company through any theory of director-by-deputization
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ARTICLE

CONDITIONS PRECEDENT TO CLOSINGS

5.1 itions Precedent to the Obligations of the Purchasers to Purchasecurities at the First Unit Closing The obligation of each

Purchaser to purchase Units at the First Unit Closing is subject to the fulfillment to such Purchasefs satisfaction on or prior to the First Unit Closing

Date of each of the following conditions any of which may be waived by such Purchaser as to itself only

Rntations and Warranties The representations and warranties of the Company contained herein shall be true and

correct as of the date when made and as of the First Unit Closing Date as though made on and as of such date except for such representations and

warranties that speak as of specific date which shall have been true and correct as of such date

Performance The Company shall have performed satisfied and complied in all material respects with all covenants

agreements and conditions required by the Transaction Documents to be performed satisfied or complied with by it at or prior to the First Unit

Closing

No Legal Restraint No statute rule regulation executive order decree ruling or injunction shall have been enacted

entered promulgated or endorsed by any Governmental Authority of competent jurisdiction collectively Legal Restraint that remains in effect

and prohibits the consummation of any of the transactions contemplated by the Transaction Documents

Consents and Approvals The Company shall have obtained in timely fashion any and all consents permits approvals

registrations and waivers necessary for consummation of the purchase and sale of the Units at the First Unit Closing including without limitation all

Required Approvals other than the Stockholder Approval which is not applicable to the First Unit Closing and any other necessary regulatory and

third party consents and approvals all of which shall be and remain so long as necessary in full force and effect

Company Deliverables The Company shall have delivered the Company Deliverables in accordance with Section 2.2a

Compliance Certificte The Company shall have delivered to each Purchaser certificate dated as of the First Unit

Closing Date and signed by its Chief Executive Officer or its Chief Financial Officer certifying to the fulfillment of the conditions specified in

Sections 5.1a and in substantially the form attached hereto as Exhibit

Employee Retention Plan The Company shall have adopted an Employee Retention Plan on substantially the terms set

forth on Exhibiti hereto including the modifications to existing arrangements described therein and the parties to the existing arrangements shall have

agreed to modify such arrangements as may be required by the terms of the Employee Retention Plan

Board of Directors Upon the First Unit Closing the authorized size of the Board shall be eight members of which

three members shall be designated by the Purchasers pursuant to the Investor Rights Agreement
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5.2 Conditions Precedent to the Obligations of the Company to Sell Securities at the First Unit Closing The Companys obligation to

sell and issue the Units to each Purchaser at the First Unit Closing is subject to the fUlfillment to the satisfaction of the Company on or prior to the First

Unit Closing Date of the following conditions any of which may be waived by the Company

Representations and Warranties The representations and warranties made by such Purchaser in Section 3.2 hereof shall be

true and correct in all material respects as of the date when made and as of the First Unit Closing Date as though made on and as of such date except

for representations and warranties that speak as of specific date which shall have been true and correct as of such date

Performance Such Purchaser shall have performed satisfied and complied in all material respects with all covenants

agreements and conditions required by the Transaction Documents to be performed satisfied or complied with by such Purchaser at or prior to the First

Unit Closing Date

No Legal Restraint No Legal Restraint shall have been enacted entered promulgated or endorsed by any Governmental

Authority of competent jurisdiction that remains in effect and prohibits the consummation of any of the transactions contemplated by the Transaction

Documents

Consents and Approvals The Company shall have obtained in timely fashion any and all consents permits approvals

registrations and waivers necessary for consummation of the purchase and sale of the Units at the First Unit Closing including without limitation all

Required Approvals other than the Stockholder Approval and any other necessary regulatory and third party consents and approvals all of which

shall be and remain so long as necessary in full force and effect

Purchaser Deliverables Such Purchaser shall have delivered its Purchaser Deliverables in accordance with Section 2.2e

5.3 Conditions Precedent to the Obligations of the Purchasers to Purchase Securities at the Second Unit Closing The obligation of each

Purchaser to acquire the Units at the Second Unit Closing is subject to the fulfillment to such Purchasers satisfaction on or prior to the Second Unit

Closing Date of each of the following conditions any of which may be waived by such Purchaser as to itself only

Representations and Warranties The representations and warranties of the Company contained herein shall be true and

correct in all material respects except for those representations and warranties which are qualified as to materiality in which case such representations

and warranties shall be true and correct in all respects as of the Second Unit Closing Date as though made on and as of such date except for such

representations and warranties that speak as of specific date which shall have been true and correct in all material respects except for those

representations and warranties which are qualified as to materiality in which case such representations and warranties shall be true and correct in all

respects as of such date

Performance The Company shall have performed satisfied and complied in all material respects with all covenants

agreements and conditions required by the Transaction Documents to be performed satisfied or complied with by it at or prior to the Second Unit

Closing

No Legal Restraint No Legal Restraint shall have been enacted entered promulgated or endorsed by any Governmental

Authority of competent jurisdiction that remains in effect and prohibits the consummation of any of the transactions contemplated by the Transaction

Documents
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Consents and Approvals The Company shall have obtained in timely fashion any and all consents permits approvals

registrations and waivers necessary for consummation of the purchase and sale of the Units at the Second Unit Closing including without limitation

all Required Approvals and any other necessary regulatory and third party consents and approvals all of which shall be and remain so long as

necessary in full force and effect

Company Deliverables The Company shall have delivered the Company Deliverables in accordance with Section 2.2b

First Unit Closing The First Unit Closing shall have occurred

Comoliance Certificate The Company shall have delivered to such Purchaser certificate dated as of the Second Unit

Closing Date and signed by its Chief Executive Officer or its Chief Financial Officer certifing to the fulfillment of the conditions specified in

Sections 5.3a and in the form attached hereto as Exhibit

Board of Directors Upon the Second Unit Closing the authorized size of the Board shall be nine members of which

five members shall be designated by the Purchasers to the extent provided by the Investor Rights Agreement

Solvency After giving effect to the Second Unit Closing the Company is not insolvent does not have unreasonably small

capital with which to engage in its business or have incurred debts beyond its ability to pay such debts as they mature and as of the Second Unit

Closing the Board has no plan or intention to commence process to liquidate or wind down the Company or reasonable basis to believe that such

process would be commenced immediately following the Second Unit Closing

5.4 nditions Precedent to the Obligations of the Company to sell Securities at the Second Unit Closing The Companys obligation to

sell and issue the Units at the Second Unit Closing to each Purchaser is subject to the fulfillment to the satisfaction of the Company on or prior to the

Second Unit Closing Date of the following conditions any of which may be waived by the Company

Rptsentations and Warrantigs The representations and warranties made by such Purchaser in Section 3.2 hereof shall be

true and correct in all material respects as of the date when made and as of the Second Unit Closing Date as though made on and as of such date

except for representations and warranties that speak as of specific date which shall have been true and correct in all material respects except for

those representations and warranties which are qualified as to materiality in which case such representations and warranties shall be true and correct in

all respects as of such date

Performance Such Purchaser shall have performed satisfied and complied in all material respects with all covenants

agreements and conditions required by the Transaction Documents to be performed satisfied or complied with by such Purchaser at or prior to the

Second Unit Closing Date

No Legal Restraint No Legal Restraint shall have been enacted entered promulgated or endorsed by any Governmental

Authority of competent jurisdiction that remains in effect and prohibits the consummation of any of the transactions contemplated by the Transaction

Documents

Consents and ADprovals The Company shall have obtained in timely fashion any and all consents permits approvals

registrations and waivers necessary for consummation of the purchase and sale of the Units at the Second Unit Closing including without limitation

all Required Approvals and any other necessary regulatory and third party consents and approvals all of which shall be and remain so long as

necessary in full force and effect
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Purchaser Deliverables Such Purchaser shall have delivered its Purchaser Deliverables in accordance with Section 2.2e

5.5 Conditions Precedent to the Obligations of the Purchasers to Purchase Common Stock at the Common Eouity Closing The

obligation of each Purchaser to acquire the Common Stock at the Common Equity Closing is subject to the fulfillment to such Purchasers satisfaction

on or prior to the Common Equity Closing Date of each of the following conditions any of which may be waived by such Purchaser as to itself only

Representations and Warranties The representations and warranties of the Company contained herein shall be true and

correct in all material respects except for those representations and warranties which are qualified as to materiality in which case such representations

and warranties shall be true and correct in all respects as of the Common Equity Closing Date as though made on and as of such date except for such

representations and warranties that speak as of specific date which shall have been true and correct in all material respects except for those

representations and warranties which are qualified as to materiality in which case such representations and warranties shall be true and correct in all

respects as of such date

Performance The Company shall have performed satisfied and complied in all material respects with all covenants

agreements and conditions required by the Transaction Documents to be performed satisfied or complied with by it at or prior to the Common Equity

Closing

No Legal Restraint No Legal Restraint shall have been enacted entered promulgated or endorsed by any Governmental

Authority of competent jurisdiction that remains in effect and prohibits the consummation of any of the transactions contemplated by the Transaction

Documents

Consents and Approvals The Company shall have obtained in timely fashion any and all consents permits approvals

registrations and waivers necessary for consummation of the purchase and sale of the Common Stock at the Common Equity Closing including

without limitation all Required Approvals and any other necessary regulatory and third party consents and approvals all of which shall be and remain

so long as necessary in full force and effect

Filing of Certificate of Amendment Certificate of Amendment to the Companys Amended and Restated Certificate of

Incorporation or in lieu thereof new Amended and Restated Certificate of Incorporation containing the amendments to the Companys Amended

and Restated Certificate of Incorporation described on Exhibit hereto the Charter Amendment shall have been duly filed by the Company with

the Secretary of State of the State of Delaware in accordance with the DGCL and the Purchasers shall have received evidence of such filing in form

and substance reasonably satisfactory to the Purchasers

Company Deliverables The Company shall have delivered the Company Deliverables in accordance with Section 2.2c

First Unit Closing The First Unit Closing shall have occurred

Compliance Certificate The Company shall have delivered to such Purchaser certificate dated as of the Common Equity

Closing Date and signed by its Chief Executive Officer or its Chief Financial Officer certifying to the fulfillment of the conditions specified in

Sections 5.5a and in the form attached hereto as Exhibit
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Board of Directors Upon the Common Equity Closing the authorized size of the Board shall be nine members of

which five members shall be designated by the Purchasers to the extent required by the Investor Rights Agreement

5.6 Conditions Precedent to the Obligations of the Company to Sell Common Stock at the Common Equity Closing The Companys

obligation to sell and issue the Common Stock at the Common Equity Closing to each Purchaser is subject to the fulfillment to the satisfaction of the

Company on or prior to the Common Equity Closing Date of the following conditions any of which may be waived by the Company

Representations and Warranties The representations and warranties made by such Purchaser in Section 3.2 hereof shall be

true and correct in all material respects as of the date when made and as of the Common Equity Closing Date as though made on and as of such date

except for representations and warranties that speak as of specific date which shall have been true and correct in all material respects except for

those representations and warranties which are qualified as to materiality in which case such representations and warranties shall be true and correct in

all respects as of such date

Performance Such Purchaser shall have performed satisfied and complied in all material respects with all covenants

agreements and conditions required by the Transaction Documents to be performed satisfied or complied with by such Purchaser at or prior to the

Common Equity Closing Date

No Legal Restraint No Legal Restraint shall have been enacted entered promulgated or endorsed by any Governmental

Authority of competent jurisdiction that remains in effect and prohibits the consummation of any of the transactions contemplated by the Transaction

Documents

Consents and Aporovals The Company shall have obtained in timely fashion any and all consents permits approvals

registrations and waivers necessary for consummation of the purchase and sale of the Common Stock at the Common Equity Closing including

without limitation all Required Approvals and any other necessary regulatory and third party consents and approvals all of which shall be and remain

so long as necessary in full force and effect

Purchaser Deliverables Such Purchaser shall have delivered its Purchaser Deliverables in accordance with Section 2.2e

ARTICLE VI

TERMINATION

6.1 Termination Prior to the First Unit Closing This Agreement and the purchase and sale of the Units at the First Unit Closing may be

terminated at any time following the Execution Date and prior to the First Unit Closing

by mutual written consent of the Company and the Majority Purchasers

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED

38



by the Lead Purchasers or the Company if the First Unit Closing shall not have been consummated on or prior to April

30 2009 or such other date if any as the Lead Purchasers and the Company may agree in writing or ii any Legal Restraint which Legal Restraint

the parties hereto shall have used all commercially reasonable efforts to resist resolve or lift as applicable permanently restraining enjoining or

otherwise prohibiting consummation of the First Unit Closing shall become final and non-appealable provided that the
right to terminate this

Agreement pursuant to this Section 6.1b shall not be available to any party hereto whose failure to fulfill any obligation under this Agreement has

been the cause of or resulted in with respect to clauses above the failure of the First Unit Closing to be consummated or with respect to clause ii
above such Legal Restraint having been issued or

by the Company if the Board authorizes the Company subject to complying with the terms of this Agreement to accept or
to enter into written agreement for transaction constituting Superior Proposal provided that the Company notifies each Purchaser in writing
and at least five Business Days prior to such termination of its intention to terminate this Agreement to accept or to enter into written agreement
for transaction constituting Superior Proposal and ii the Purchasers do not make prior to such termination binding unconditional offer that the

Board determines in good faith after consultation with its financial advisor is at least as favorable to the stockholders of the Company as such

Superior Proposal it being understood that the Company shall not enter into any such binding agreement during such five Business Day period

6.2 Effect of Termination

In the event that this Agreement is validly terminated as provided herein then neither the Company nor the Purchasers shall

have any further obligation or liability including arising from such termination to the other and no Purchaser will have any liability to any other

Purchaser under the Transaction Documents as result therefrom provided however that nothing in this Section 6.2 shall be deemed to release any
party from any liability for any willful breach by such party of the terms and provisions of this Agreement or the other Transaction Documents or to

impair the right of any party to compel specific performance by any other party of its obligations under this Agreement or the other Transaction

Documents In the event that this Agreement is validly terminated as provided herein the Company shall promptly notify all non-terminating
Purchasers

The provisions of Article Definitions Section 4.8 Indemnification this Section 6.2 and Article VII Miscellaneous
shall survive any termination of this Agreement pursuant to Section 6.1 hereof

ARTICLE VII

MISCELLANEOUS

7.1 Fees and Expenses The Company shall reimburse the Lead Purchasers for all reasonable legal fees and expenses incurred in

connection with the Lead Purchasers negotiation execution delivery and performance of this Agreement and the other Transaction Documents and
any amendments modifications or waivers thereto provided that the Company shall not be required to reimburse such fees and expenses in excess of

two hundred thousand dollars $200000.00 in the aggregate unless higher amount is mutually agreed to by the Company and the Lead Purchasers in

writing The Company shall also reimburse the Lead Purchasers for all reasonable legal fees and expenses incurred in connection with their

participation and investment in the Common Equity Closing or an Alternative Common Stock Financing as the case may be provided that the

Company shall not be required to reimburse such fees and expenses in excess of one hundred thousand dollars $100000.00 in the aggregate unless

higher amount is mutually agreed to by the Company and the Lead Purchasers in writing Subject to the foregoing limitations such fees and expenses
shall be reimbursed by the Company within ten 10 days following receipt of written invoice documenting in reasonable detail such fees and

expenses of the Lead Purchasers Except as provided above the Company and the Purchasers shall each pay the fees and expenses of their respective

advisers counsel accountants and other experts if any and all other expenses incurred by such party in connection with the preparation negotiation

execution delivery and performance of this Agreement and the other Transaction Documents The Company shall pay all Transfer Agent fees stamp
taxes and other taxes and duties levied in connection with the sale and issuance of the Securities to the Purchasers and shall pay the Placement Agent
Fees and any other placement agent fees in connection with the transactions contemplated by this Agreement
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7.2 Entire Agreement The Transaction Documents together with the Exhibits and Schedules hereto and thereto contain the entire

understanding of the parties with respect to the subject matter hereof and supersede all prior agreements understandings discussions and

representations oral or written with respect to such matters which the parties acknowledge have been merged into such documents exhibits and

schedules

7.3 Notices Any and all notices or other communications or delivenes required or permitted to be provided hereunder shall be in

writing and shall be deemed given and effective on the earliest of the date of transmission if such notice or communication is delivered via

facsimile provided the sender receives machine-generated confirmation of successful transmission at the facsimile number specified in this Section

7.3 prior to 500 p.m Pacific Time on Trading Day except in the event that the recipient is located outside the United States in which case notice

shall be deemed given and effective on the next Trading Day after the date of transmission the next Trading Day after the date of transmission if

such notice or communication is delivered via facsimile at the facsimile number specified in this Section on day that is not Trading Day or later

than 500 p.m Pacific Time on any Trading Day the Trading Day following the date of mailing if sent by U.S nationally recognized overnight

courier service with next day delivery specified or in the event the recipient is located outside the United States five Trading Days following the

date of mailing if sent by internationally recognized overnight courier service with next day delivery specified or upon actual receipt by the party

to whom such notice is required to be given The address for such notices and communications shall be as follows

If to the Company

Sunesis Pharmaceuticals Inc

395 Oyster Point Boulevard Suite 400

South San Francisco CA 94080

Telephone No 650 266-3500

Facsimile No 650 266-3530

Attention Chief Financial Officer

With copy to which shall not constitute notice

Cooley Godward Kronish LLP

Five Palo Alto Square

3000 El Camino Real

Palo Alto California 94306-2 155

Telephone No 650 843-5180

Facsimile No 650 849-7400

Attention Suzanne Sawochka Hooper Esq

If to Purchaser
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To the address set forth under such Purchasers name on the signature page hereof

If to the Lead Purchasers

Bay City Capital L.P

750 Battery Street Suite 400

San Francisco CA 94111

Telephone No 415 676-3830

Facsimile No 415 837-0503

Attention Dayton Misfeldt

Alta Partners

One Embarcadero Center

th

37 Floor

San Francisco CA 94111

Telephone No 415 362-4022

Facsimile No 415 362-6178

Attention Hilary Strain

With copy to which shall not constitute notice

Latham Watkins LLP

140 Scott Drive

Menlo Park California 94025

Telephone No 650 328-4600

Facsimile No 650 463-2600

Attention Alan Mendelson Esq

Linda Lorenat Esq

or such other address as may be designated in writing hereafter in the same manner by such Person

7.4 Amendments Waivers No Additional Consideration No provision of this Agreement may be waived or amended except in

written instrument signed in the case of an amendment by the Company and the Purchaser or Purchasers holding or having the right to acquire at the

time of such amendment at least majority-in-interest of the total Unit Shares or in the case of waiver by the party against whom enforcement of

any such waiver is sought No waiver of any default with respect to any provision condition or requirement of this Agreement shall be deemed to be

continuing waiver in the future or waiver of any subsequent default or waiver of any other provision condition or requirement hereof nor shall any

delay or omission of either party to exercise any right hereunder in any manner impair the exercise of any such right Each Purchaser acknowledges

that the Purchaser or Purchasers holding or having the right to acquire at the time of such amendment at least majority-in-interest of the total Unit

Shares have the power to bind all of the Purchasers

7.5 Construction The headings herein are for convenience only do not constitute part of this Agreement and shall not be deemed to

limit or affect any of the provisions hereof The language used in this Agreement will be deemed to be the language chosen by the parties to express

their mutual intent and no rules of strict construction will be applied against any party This Agreement shall be construed as if drafted jointly by the

parties and no presumption or burden of proof shall arise favoring or disfavoring any party by virtue of the authorship of any provisions of this

Agreement or any of the Transaction Documents
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7.6 Successors and Assigns The provisions of this Agreement shall inure to the benefit of and be binding upon the parties and their

successors and permitted assigns This Agreement or any rights or obligations hereunder may not be assigned by the Company without the prior
written consent of the Purchasers holding or having the

right to acquire at the time of such consent to assignment at least majority-in-interest of the
total Unit Shares Any Purchaser may assign its

rights hereunder in whole or in part to any Person to whom such Purchaser assigns or transfers any
Securities in compliance with the Transaction Documents and applicable law provided such transferee shall agree in writing to be bound with respect
to the transferred Securities by the terms and conditions of this Agreement that apply to the Purchasers In addition any Purchaser may assign its

rights or obligations to purchase the Securities that the Purchaser has agreed to purchase at each Closing in whole or part to an Affiliate subject to the

written consent of the Company and the Majority Purchasers which consent shall not be unreasonably withheld

7.7 No Third-Party Beneficiaries This Agreement is intended for the benefit of the parties hereto and their respective successors and
permitted assigns and is not for the benefit of nor may any provision hereof be enforced by any other Person except that the Placement Agent shall be

entitled to rely on Sections 3.1 and 3.2 hereof

7.8 Governing Law All questions concerning the construction validity enforcement and interpretation of this Agreement shall be

governed by and construed and enforced in accordance with the internal laws of the State of California without regard to the principles of conflicts of

law thereof Each party hereto hereby irrevocably waives personal service of process and consents to process being served in any such Proceeding by
mailing copy thereof via registered or certified mail or overnight delivery with evidence of delivery to such party at the address in effect for notices

to it under this Agreement and agrees that such service shall constitute good and sufficient service of process and notice thereof Nothing contained

herein shall be deemed to limit in any way any right to serve process in any manner permitted by law EACH PARTY HERETO HEREBY
IRREVOCABLY WAIVES TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY EACH PARTY HEREBY ACKNOWLEDGES THAT THIS PROVISION IS MATERIAL INDUCEMENT
FOR AGENT AND THE PURCHASERS ENTERING INTO THIS AGREEMENT

7.9 Survival The representations and warranties contained herein shall survive each of the First Unit Closing the Second Unit Closing
and Common Equity Closing and shall remain in full force and effect regardless of any investigation made by or on behalf of the Company or the
Purchasers or any person controlling any of them and shall survive delivery of and payment for the Securities The agreements and covenants

contained herein shall survive for the applicable statute of limitations

7.10 Execution This Agreement may be executed in two or more counterparts all of which when taken together shall be considered

one and the same agreement and shall become effective when counterparts have been signed by each party and delivered to the other party it being
understood that both parties need not sign the same counterpart In the event that any signature is delivered by facsimile transmission or by e-mail

delivery of pd format data file such signature shall create valid and binding obligation of the party executing or on whose behalf such signature
is executed with the same force and effect as if such facsimile or pd signature page were an original thereof
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7.11 Severability If any provision of this Agreement is held to be invalid or unenforceable in any respect the validity and

enforceability of the remaining terms and provisions of this Agreement shall not in any way be affected or impaired thereby and the parties will attempt

to agree upon valid and enforceable provision that is reasonable substitute therefor and upon so agreeing shall incorporate such substitute

provision in this Agreement

7.12 Rp1cment of Securiti If any certificate or instrument evidencing any Securities is mutilated lost stolen or destroyed the

Company shall issue or cause to be issued in exchange and substitution for and upon cancellation thereof or in lieu of and substitution therefor new

certificate or instrument but only upon the execution by the holder thereof of customary lost certificate affidavit of that fact and an agreement to

indemnify and hold harmless the Company and with respect to Shares the Transfer Agent for any losses in connection therewith or if required by the

Transfer Agent bond in such form and amount as is required by the Transfer Agent If replacement certificate or instrument evidencing any

Securities is requested due to mutilation thereof the Company may require delivery of such mutilated certificate or instrument as condition

precedent to any issuance of replacement

7.13 Remedies In addition to being entitled to exercise all rights provided herein or granted by law including recovery of damages

each of the Purchasers and the Company will be entitled to specific performance under the Transaction Documents The parties agree that monetary

damages may not be adequate compensation for any loss incurred by reason of any breach of obligations described in the foregoing sentence and

hereby agree to waive in any action for specific performance of any such obligation other than in connection with any action for temporary

restraining order the defense that remedy at law would be adequate

7.14 Adjustments in Share Nuij and Prices In the event of any stock split subdivision dividend or distribution payable in shares of

Common Stock or other securities or rights convertible into or entitling the holder thereof to receive directly or indirectly shares of Common Stock

combination or other similar recapitalization or event occurring after the date hereof each reference in any Transaction Document to number of

shares or price per share shall be deemed to be amended to appropriately account for such event

7.15 Independent Natur.Qfurchasers Obligations and Rights The obligations of each Purchaser under any Transaction Document are

several and not joint with the obligations of any other Purchaser and no Purchaser shall be responsible in any way for the performance of the

obligations of any other Purchaser under any Transaction Document The decision of each Purchaser to purchase and/or acquire Securities pursuant to

the Transaction Documents has been made by such Purchaser independently of any other Purchaser and independently of any information materials

statements or opinions as to the business affairs operations assets properties liabilities results of operations condition financial or otherwise or

prospects of the Company which may have been made or given by any other Purchaser or by any agent or employee of any other Purchaser and no

Purchaser and any of its agents or employees shall have any liability to any other Purchaser or any other Person relating to or arising from any such

information materials statement or opinions Nothing contained herein or in any Transaction Document and no action taken by any Purchaser

pursuant thereto shall be deemed to constitute the Purchasers as partnership an association joint venture or any other kind of entity or create

presumption that the Purchasers are in any way acting in concert or as group with respect to such obligations or the transactions contemplated by the

Transaction Documents Each Purchaser acknowledges that no other Purchaser has acted as agent for such Purchaser in connection with making its

investment hereunder and that no Purchaser will be acting as agent of such Purchaser in connection with monitoring its investment in the Securities or

enforcing its rights under the Transaction Documents The Company acknowledges that each of the Purchasers has been provided with the same

Transaction Documents for the purpose of closing transaction with multiple Purchasers and not because it was required or requested to do so by any

Purchaser The Companys obligations to each Purchaser under this Agreement are identical to its obligations to each other Purchaser other than such

differences resulting solely from the number of Securities purchased by such Purchaser but regardless of whether such obligations are memorialized

herein or in another agreement between the Company and Purchaser
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7.16 Waiver of Conflicts Each party to this Agreement acknowledges that Company Counsel outside general counsel to the Company
has in the past performed and is or may now or in the future represent one or more Purchasers or their affiliates in matters unrelated to the transactions

contemplated by this Agreement the Financing including representation of such Purchasers or their affiliates in matters of similar nature to the

Financing The applicable rules of professional conduct require that Company Counsel inform the parties hereunder of this representation and obtain

their consent Company Counsel has served as outside general counsel to the Company and has negotiated the terms of the Financing solely on behalf

of the Company The Company and each Purchaser hereby acknowledge that they have had an opportunity to ask for and have obtained

information relevant to such representation including disclosure of the reasonably foreseeable adverse consequences of such representation

acknowledge that with respect to the Financing Company Counsel has represented solely the Company and not any Purchaser or any stockholder

director or employee of the Company or any Purchaser and gives its informed consent to Company Counsels representation of the Company in the

Financing

Signature Pages Follow

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
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IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by its authorized

signatory as of the date first indicated above

COMPANY

SU1ESIS PHARMACEUTICALS INC

By Is Swisher Jr

Name Daniel Swisher Jr

Title President and Chief Executive Officer

REMAINDER OF PAGE INTENTIONALLY LEFT BLANKI
SIGNATURE PAGES FOR PURCHASERS FOLLOW

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED



IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective

authorized signatories as of the date first indicated above

NAME OF PURCHASER Alta Biopharma Partners III L.P

By Alta Biopharma Management III LLC

By /5/ Edward Hurwitz

Name Ed Hurwitz

Title Director

TaxIDNo

Address for Notice

One Embarcadero Center

37rt Floor

San Francisco CA 94111

Telephone No

Facsimile No

Attention

Delivery Instructions

if different than above

do
_____________________________________________

Street
_______________________________________________

City/State/Zip ____________________________________

Attention
_________________________________________

Telephone No
_____________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES
EXCHANGE ACT OF 1934 AS AMENDED



IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective authorized

signatories as of the date first indicated above

NAME OF PURCHASER Alta Biopharma Partners III GmbH Co Beteilgungs KG

By Alta Biopharma Management LLC

By Is Edward Hurwitz

Name Ed Hurwitz

Title Director

TaxIDNo 11

Address for Notice

One Embarcadero Center

37th Floor

San Francisco CA 94111

Telephone No

Facsimile No

Attention

Delivery Instructions

if different than above

do __________________________________________

Street _________________________________________

City/State/Zip __________________________________

Attention
_________________________________________

Telephone No ____________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED

AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED



IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective authorized

signatories as of the date first indicated above

NAME OF PURCHASER Alta Embarcadero Biopharma Partners III LLC

By /5/ Edward Hurwitz

Name Ed Hurwitz

Title Manager

___________

TaxiDNo 11

Address for Notice

One Embarcadero Center

37th Floor

San Francisco CA 94111

Telephone No

Facsimile No

Attention

Delivery Instructions

if different than above

do
_____________________________________________

Street _________________________________________

City/State/Zip __________________________________

Attention
________________________________________

Telephone No
___________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED



IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective

authorized signatories as of the date first indicated above

NAME OF PURCHASER Bay City Capital Fund L.P

By Bay City Capital LLC its Manager

By Is Fred Craves

Name Fred Craves

Title Managing Director

TaxIDNo 11

Address for Notice

750 Battery St 400
San Francisco CA 94111

Telephone No

Facsimile No

Attention

Delivery Instructions

if different than above

do __________________________________________

Street
_________________________________________

City/State/Zip __________________________________

Attention ______________________________________

Telephone No __________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED

AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED



IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective
authorized signatories as of the date first indicated above

NAME OF PURCHASER Bay City Capital Fund Co-Investment Fund L.P

By Bay City Capital Management LLC its General Partner

By Bay City Capital LLC its Manager

By 1sf Fred Craves

Name Fred Craves

Title Managing Director

First Unit closing Subscription Amount 42989

Second Unit Closing Subscription Amount 21494

Common Equity Closing Subscription Amount 122517

Tax IDNo
_____________________________

Address for Notice

750 Battery St 400
San Francisco CA 94111

Telephone No

Facsimile No

Attention

Delivery Instructions

if different than above

do
_____________________________________________

Street
_________________________________________

City/State/Zip ________________________________

Attention
________________________________

Telephone No
____________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES
EXCHANGE ACT OF 1934 AS AMENDED



IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective

authorized signatories as of the date first indicated above

NAME OF PURCHASER Opus Point Healthcare Value Fund L.P

By /s/ Michael Weiss

Name Michael Weiss

Title Manager Opus Point Healthcare Fund Management LLC

Investment Manager to the Fund

7A15 cfl

TaxIDNo 11

Address for Notice

300 77th Street

Ste 7B

New York NY 10075

Telephone No

Facsimile No

Attention

Delivery Instructions

if different than above

c/o
______________________________________________

Street __________________________

City/State/Zip

Attention ________________________________________

Telephone No
_______________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED

AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED



IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective

authorized signatories as of the date first indicated above

NAME OF PURCHASER Opus Point Healthcare Low Net Fund L.P

By Is Michael Weiss

Name Michael Weiss

Title Manager Opus Point Healthcare Fund Management LLC

Investment Manager to the Fund

First Unit Closing Subseliption Ammnt 57471.50

Second Unit Closing Subscription Amount 28735.50

Common Ecjuity Closing Subscription Amount 163793

TaxIDNo 11

Address for Notice

300 77th Street

Ste 7B

New York NY 10075

Telephone No

Facsimile No

Attention

Delivery Instructions

if different than above

c/o
___________________________________________

Street
_____________________________________________

City/State/Zip ____________________________________

Attention
___________________________________________

Telephone No
_____________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B2 OF THE SECURITIES
EXCHANGE ACT OF 1934 AS AMENDED



IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective

authorized signatories as of the date first indicated above

NAME OF PURCHASER Merlin Nexus III LP

By Is Dominique Selmon

Name Dominique Selmon

Title Managing Partner

TaxiDNo

Address for Notice

230 Park Ave Ste 928

New York NY 10169

Telephone No

Facsimile No
________________________________

Attention
______________________________

Delivery Instructions

if different than above

do
___________________________________________

Street ______________________________________________

City/State/Zip __________________________________

Attention
__________________________________

Telephone No ______________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED

AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED



IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective authorized

signatories as of the date first indicated above

NAME OF PURCHASER Nexus Gemini LP

By Is Dominique Selmon

Name Dominique Selmon

Title Managing Partner

482759

241379

1375862

TaxIDNo 11

Address for Notice

230 Park Ave Ste 928

New York NY 10169

Telephone No

Facsimile No
________________________________

Attention

Delivery Instructions

if different than above

c/o
______________________________________________

Street
______________________________________________

City/State/Zip _______________________________________

Attention
______________________________________

Telephone No
_______________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES
EXCHANGE ACT OF 1934 AS AMENDED
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IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective

authorized signatories as of the date first indicated above

NAME OF PURCHASER Growth Equity Opportunities Fund LLC

By New Enterprise Associates 12 L.P its sole Member

By NEA Partners 12 L.P its General Partner

By NEA 12 GP LLC its General Partner

By Is Charles Newhall III

Name Charles Newhall III

Title Manager

TaxIDNo 11

Address for Notice

119 St Paul Street

Baltimore MD
21202

Telephone No

Facsimile No

Attention

Delivery Instructions

if different than above

do
______________________________________________

Street ___________________________________________

City/State/Zip __________________________________

Telephone No ____________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED

AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED
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IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective
authorized signatories as of the date first indicated above

NAME OF PURCHASER Caxton Advantage Life Sciences Fund L.P

By Caxton Advantage Venture Partners L.P
its Managing General Partner

By Is Eric Roberts

Name Eric Roberts

Title Managing Director

4W

_______

TaxiDNo 11
Address for Notice

500 Park Avenue

New York NY 10022

Telephone No

Facsimile No

Attention

Delivery Instructions

if different than above

do
______________________________________________

Street
_____________________________________________

City/State/Zip __________________________________

Attention
________________________________________

Telephone No
_____________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES
EXCHANGE ACT OF 1934 AS AMENDED
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IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective

authorized signatories as of the date first indicated above

NAME OF PURCHASER ONC General Partner Limited as General Partner of

ONC Partners LP

By Is Paul

Name Martin Paul

Title Director

________

_______

TaxiDNo 11

Address for Notice

26 New Street

St Helen

Jersey JE4 8PP

Telephone No

Facsimile No

Attention

Delivery Instructions

if different than above

do ___________________________________________

Street
___________________________________________

City/State/Zip _____________________________________

Attention ________________________________________

Telephone No
______________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED

AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED

13



IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective

authorized signatories as of the date first indicated above

NAME OF PURCHASER Vision Opportunity Master Fund Ltd

By /s/ Adam Benowitz

Name Adam Benowitz

Title Director

First Unit Closing Subscription Amount 689655

Second Unit Closing Subscription Amount 344828

Common Equity Closing Subscription Amount 1965517

TaxllNo 11

Prinicipal Executive Office

do Citi Hedge Fund Services Cayman Limited P.O Box

1748

Cayman Corporate Centre

27 Hospital Road 5th Floor

Grand Cayman KY 1-1109

Cayman Islands

Address for Notice

do Vision Capital Advisors LLC

Attn OR General Counsel

20 West 55th Street th Floor

New York NY 10019 USA

Telephone No
Facsimile No
Attention OR General Counsel

Delivery Instructions

if different than above

Vision Capital Advisors LLC

c/o _Jefferies Co
Street 520 Madison Ave. Floor 12

City/State/Zip New York NY 10022

Attention LJ_____________________________________

Telephone No
__________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED

AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED
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IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective

authorized signatories as of the date first indicated above

NAME OF PURCHASER Swisher Revocable Trust

By /s/ Daniel Swisher

Name Danie Swisher Jr

Title CEO

trustee

45977

22989

TaxIDNo 11

Address for Notice

10 Redberry Ridge

Portola Valley CA 94028

131034

Delivery Instructions

ifdifferent than above

c/o

Street

City/State/Zip

Attention

Telephone No

Facsimile No

Attention

rn

11

Telephone No
_____________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED
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IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective

authorized signatories as of the date first indicated above

NAME OF PURCHASER BjerkholtlHahn Family Trust

By Is Eric Bjerkholt

Name Eric Bjerkholt

Title
_____________________________________________________________________________________

Fiist Unit Closing Subscription Amount 229149

Second Unit Closing Subscription Amount

Common Equity Closing Subscription Amount 65517

Tax ID No

Address for Notice

1130 Shattuck Ave

Berkeley CA 94707

Telephone No

Facsimile No

Attention

Delivery Instructions

if different than above

do ___________________________________________

Street 1130 Shattuck Ave

City/State/Zip _Berke1eycA 94707

Attention ______________________________

Telephone No ________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED

AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED
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IN WITNESS WHEREOF each of the parties hereto has caused this Securities Purchase Agreement to be duly executed by their respective

authorized signatories as of the date first indicated above

NAME OF PURCHASER Steven Blake Ketchum

By /5/ Steven Blake Ketchum

Name Steven Blake Ketchum

Title
_______________________________________________________________________________

First Unit closing SubsLription AJ1RUflt 22989

Second Unit Closing Subscription Amouit 11.494

common Equity Closing Subscription Amount 65517

Tax ID No

Address for Notice

49 Canoe Brook Lane

Far Hills NJ 07931-2808

Telephone No

Facsimile No

Attention

Delivery Instructions

if different than above

do ______________________________________________

Street________________________________________________

City/State/Zip __________________________________

Attention
__________________________________

Telephone No
______________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED
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EXHIBIT

CERTIFICATE OF DESIGNATION

OF THE SERIES PREFERRED STOCK
OF

SUNESIS PHARMACEUTICALS INC

Pursuant to Section 151 of the

General Corporation Law of the State of Delaware

The undersigned Daniel Swisher Jr hereby certifies that

ONE The name of this corporation is SUNESIS PHARMACEUTICALS INC the Company or the Corporation and the date of filing

the original Certificate of Incorporation of this Corporation with the Secretary of State of the State of Delaware is February 10 1998

TWO He is the duly elected and acting President and Chief Executive Officer of this Corporation

THREE The Amended and Restated Certificate of Incorporation of the Company filed with the Secretary of State of the State of

Delaware on September 14 2005 the Restated Certificate authorizes class of stock designated Preferred Stock the Preferred Stock
comprising five million 5000000 shares and provides that such Preferred Stock may be issued from time to time in one or more series

and vests authority in the Board of Directors of the Company the Board of Directors to fix or alter the powers preferences rights

restrictions and other matters granted to or imposed upon any wholly unissued series of the Preferred Stock

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES
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FOUR Pursuant to the provisions of Section 151 of the General Corporation Law of the State of Delaware and the authority vested in

the Board of Directors by the Restated Certificate the Board of Directors does hereby provide for the creation of one series of the Preferred Stock one

hundredth of one Cent $0000 par value per share of the Company and to the extent that the voting powers and the designations preferences and

relative participating optional or other special rights
thereof and the qualifications limitations or restrictions of such rights have not been set forth in

the Restated Certificate does hereby fix the same as follows

SERIEs PREFERRED STOCK Five million 5000000 of the authorized shares of Preferred Stock are hereby designated Series

Preferred Stock the Series Prefrrred The powers preferences rights restrictions and other matters relating to the Series Preferred are as

follows

DIVIDEND RIGHTS The holders of the shares of Series Preferred shall be entitled to participate when as and if declared

by the Board of Directors out of funds legally available for the purpose on an as-converted basis with respect to any dividends payable to the holders

of Common Stock

VOTING RIGHTS

General Rights Except as otherwise provided herein or as required by law the Series Preferred shall vote

together with the shares of Common Stock on all matters and not as separate class at any annual or special meeting of stockholders of the Company

and may act by written consent in the same manner as the Common Stock in either case upon the following basis each holder of shares of Series

Preferred shall be entitled to such number of votes as shall be equal to the whole number of shares of Common Stock into which such holders

aggregate number of shares of Series Preferred are convertible pursuant to Section hereof as of the close of business on the record date fixed for

such meeting or the effective date of such written consent

Separate Vote of Series Preferred For so long as at least two hundred and fifty thousand 250000 shares of

Series Preferred subject to adjustment for any stock split reverse stock
split or other similar event affecting the Series Preferred after the filing

date hereof remain outstanding in addition to any other vote or consent required herein or by law the vote or written consent of the holders of at least

majority of the outstanding Series Preferred the Requisite Holders shall be necessary for effecting or validating the following actions whether

by merger recapitalization or otherwise

Any Change of Control as defined in Section below

ii Any declaration or payment of dividends on the Companys capital stock

iii Any distribution of cash securities or other property of the Company to any of its security holders other

than in the ordinary course of business consistent with past practice

iv Any redemption of securities of the Company

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED



Any amendment of the Companys Certificate of Incorporation or Bylaws

vi Any voluntary liquidation dissolution or winding up of the Company

vii Any creation by reclassification or otherwise or authorization of new class or series of shares having

rights preferences or privileges senior to or on parity with the Series Preferred

viii Any issuance of Common Stock Common Stock Financing provided however that no consent of

the Series Preferred shall be required pursuant to this paragraph viii for the Common Equity Closing as such term is defined in that certain

Securities Purchase Agreement dated March 31 2009 by and between the Company and the other parties thereto as amended from time to time the

Purchase Agreement and the other transactions contemplated by the Purchase Agreement and provided further that no consent of the Series

Preferred shall be required under this paragraph viii for any Common Stock Financing that provides aggregate gross cash proceeds to the

Company equal to or greater than the Minimum Aggregate Common Equity Subscription Amount as such term is defined in the Purchase Agreement

and has purchase price per share of Common Stock equal to or greater than $0.44 per share subject to adjustment for any stock dividends

combinations splits recapitalizations and the like notwithstanding the foregoing this paragraph viii shall automatically terminate and be of no force

or effect upon the earlier of receipt by the Company of the Non-Participation Notice as such term is defined in the Purchase Agreement II

January 15 2010 if the Cash Balance Notice as such term is defined in the Purchase Agreement reflects Cash as such term is defined in the

Purchase Agreement balance of less than $4.0 million as of January 2010 and no Purchaser Put Notice as such term is defined in the Purchase

Agreement is delivered to the Company on or before January 15 2010 III December 2010 if no Cash Balance Notice delivered prior to such

date reflects Cash balance less than $4.0 million and IV five Trading Days following the delivery to the Lead Purchasers as such term is

defined in the Purchase Agreement of Cash Balance Notice reflecting Cash balance of the Company of less than $4.0 million and no Purchaser Put

Notice is delivered

ix Any issuance of shares of capital stock of the Company other than Common Stock Financing or

pursuant to the Purchase Agreement incurrence of indebtedness whether or not convertible into shares of capital stock of the Company or grant of

any security interest in the Company or any subsidiary thereof or their respective assets

Any increase or decrease in the authorized number of shares of Series Preferred or

xi Any amendment of the rights preferences or privileges of the Series Preferred

LIQUIDATION RIGHTS

Upon any liquidation dissolution or winding up of the Company whether voluntary or involuntary before any

distribution or payment shall be made to the holders of any Common Stock the holders of Series Preferred shall be entitled to be paid out of the

assets of the Company legally available for distribution or the consideration received in such transaction an amount per share of Series Preferred

equal to $10.35 plus all declared and unpaid dividends on such Series Preferred for each share of Series Preferred held by them as adjusted for

any stock dividends combinations splits recapitalizations and the like with respect to such shares after the
filing

date hereof
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After the payment of the full liquidation preference of the Series Preferred as set forth in Section 3a above the

remaining assets of the Company legally available for distribution or the consideration received in such transaction if any shall be distributed ratably

to the holders of the Common Stock

Unless otherwise waived by the Requisite Holders at such time as Change of Control is approved pursuant to

Section 2b above Change of Control shall be deemed liquidation for purposes of this Section Change of Control shall mean and consist of

any of the following events

Any consolidation or merger of the Company with or into any other corporation or other entity or person
or any other corporate reorganization in which the stockholders of the Company immediately prior to such consolidation merger or reorganization

own less than 50% of the voting power of the surviving entity immediately after such consolidation merger or reorganization or any transaction or

series of related transactions to which the Company is party in which in excess of
fifty percent 50% of the Companys voting power is transferred

other than the sale of equity securities issued pursuant to the Purchase Agreement an Acquisition or

ii sale exclusive license or exclusive partnering in either case on worldwide or regional basis of

majority or more of the assets of the Company an AssetTransfer

In any of such events specified in Section 3c if the consideration received by Company is other than cash its

value will be deemed its fair market value as determined in good faith by the Board of Directors Any securities shall be valued as follows

Securities not subject to investment letter or other similar restrictions on free marketability covered by ii
below

If traded on securities exchange or through the NASDAQ Global Market NYSE or other

national stock exchange quotation system the value shalt be deemed to be the average of the closing prices of the securities on such quotation system

over the thirty 30 day period ending three days prior to the closing

If actively traded over-the-counter the value shall be deemed to be the average of the closing

bid or sate prices whichever is applicable over the
thirty 30 day period ending three days prior to the closing and

If there is no active public market the value shall be the fair market value thereof as determined

in good faith by the Board of Directors

ii The method of valuation of securities subject to investment letter or other restrictions on free marketability

other than restrictions arising solely by virtue of stockholders status as an affiliate or former affiliate shall be to make an appropriate discount from
the market value determined as above in ia or to reflect the approximate fair market value thereof as determined in good faith by the Board

of Directors

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES
EXCHANGE ACT OF 1934 AS AMENDED



If upon any such liquidation dissolution or winding up the assets of the Company or the consideration received

in such transaction shall be insufficient to make payment in full to all holders of Series Preferred of the liquidation preference set forth in Section

above then such assets or consideration shall be distributed among the holders of Series Preferred at the time outstanding ratably in proportion

to the full amounts to which they would otherwise be respectively entitled with respect to their shares of Series Preferred and immediately

following any such distribution the Series Preferred shall be cancelled

CONVERSION RIGHTS

The holders of the Series Preferred shall have the following rights with respect to the conversion of the Series Preferred

into shares of Common Stock the Conversion Rights

Optional Conversion Subject to and in compliance with the provisions of this Section any shares of Series

Preferred may at the option of the holder be converted at any time after the Convertibility Date into fully-paid and nonassessable shares of Common
Stock The number of shares of Common Stock to which holder of Series Preferred shall be entitled upon conversion shall be the product obtained

by multiplying the Series Preferred Conversion Rate then in effect determined as provided in Section 4b by the number of shares of Series

Preferred being converted The Convertibility Date shall be the earliest to occur of one day following the closing of an Alternative Common
Stock Financing each such term as defined in the Purchase Agreement or ii January 24 2011

Series Preferred Conversion Rate The conversion rate in effect at any time for conversion of the Series

Preferred the Series Preferred Conversion Rate shall be the quotient obtained by dividing the Original Issue Price by the Series Preferred

Conversion Price calculated as provided in Section 4c provided however that in the event of Special Mandatory Conversion as defined below
the Series Preferred Conversion Rate shall be as set forth in Section 4mibelow The Original Issue Price of the Series Preferred shall be

$2.20 as adjusted for any stock dividends combinations splits recapitalizations and the like with respect to such shares after the filing date hereof

Series Preferred Conversion Price The conversion price for the Series Preferred shall initially be equal to

$0.22 the Series Preferred Conversion Price Such initial Series Preferred Conversion Price shall be adjusted from time to time in accordance

with this Section All references to the Series Preferred Conversion Price herein shall mean the Series Preferred Conversion Price as so

adjusted

Mechanics of Conversion Each holder of Series Preferred who desires to convert the same into shares of

Common Stock pursuant to this Section shall surrender the certificate or certificates therefor duly endorsed at the office of the Company or any
transfer agent for the Series Preferred and shall give written notice to the Company at such office that such holder elects to convert the same Such

notice shall state the number of shares of Series Preferred being converted Thereupon the Company shall promptly which shall be no later than

three business days issue and deliver at such office to such holder certificate or certificates for the number of shares of Common Stock to which

such holder is entitled and pay in cash or to the extent sufficient funds are not then legally available therefor in Common Stock at the Common
Stocks Fair Market Value calculated as of the date of such conversion any declared and unpaid dividends on the shares of Series Preferred being

converted and ii in cash at the Common Stocks Fair Market Value calculated as of the date of conversion the value of any fractional share of

Common Stock otherwise issuable to any holder of Series Series Preferred Such conversion shall be deemed to have been made at the close of

business on the date of such surrender of the certificates representing the shares of Series Preferred to be converted and the person entitled to receive

the shares of Common Stock issuable upon such conversion shall be treated for all purposes as the record holder of such shares of Common Stock on
such date The Fair Market Value of the Common Stock as of the date of the conversion shall be determined as follows
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If traded on securities exchange or through the NASDAQ Global Market NYSE or other national stock

exchange quotation system the value shall be deemed to be the average of the closing prices of the securities on such quotation system over the
thirty

30 day period ending three days prior to the conversion

ii If actively traded over-the-counter the value shall be deemed to be the
average of the closing bid or sale

prices whichever is applicable over the
thirty 30 day period ending three days prior to the conversion and

iii If there is no active public market the value shall be the fair market value thereof as determined in good
faith by the Board of Directors

Adjustment for Stock Splits and Combinations If the Company shall at any time or from time to time after the

date that the first share of Series Preferred is issued the Original Issue Date effect subdivision of the outstanding Common Stock without

corresponding subdivision of the Preferred Stock the Series Preferred Conversion Price in effect immediately before that subdivision shall be

proportionately decreased Conversely if the Company shall at any time or from time to time after the Original Issue Date combine the outstanding
shares of Common Stock into smaller number of shares without corresponding combination of the Preferred Stock the Series Preferred

Conversion Price in effect immediately before the combination shall be proportionately increased Any adjustment under this Section 4e shall

become effective at the close of business on the date the subdivision or combination becomes effective

Adjustment for Common Stock Dividends and Distributions If the Company at any time or from time to time

after the Original Issue Date makes or fixes record date for the determination of holders of Common Stock entitled to receive dividend or other

distribution payable in additional shares of Common Stock in each such event the Series Preferred Conversion Price that is then in effect shall be

decreased as of the time of such issuance or in the event such record date is fixed as of the close of business on such record date by multiplying the

Series Preferred Conversion Price then in effect by fraction the numerator of which is the total number of shares of Common Stock issued and
outstanding immediately prior to the time of such issuance or the close of business on such record date and ii the denominator of which is the total

number of shares of Common Stock issued and outstanding immediately prior to the time of such issuance or the close of business on such record date

plus the number of shares of Common Stock issuable in payment of such dividend or distribution provided however that if such record date is fixed

and such dividend is not fully paid or if such distribution is not
fully

made on the date fixed therefor the Series Preferred Conversion Price shall be

recomputed accordingly as of the close of business on such record date and thereafter the Series Preferred Conversion Price shall be adjusted

pursuant to this Section 4f to reflect the actual payment of such dividend or distribution

Adjustments for Other Dividends and Distributions If the Company at any time or from time to time after the

Original Issue Date makes or fixes record date for the determination of holders of Common Stock entitled to receive dividend or other distribution

payable in securities of the Company other than shares of Common Stock in each such event provision shall be made so that the holders of the Series

Preferred shall receive upon conversion thereof in addition to the number of shares of Common Stock receivable thereupon the amount of other

securities of the Company which they would have received had their Series Preferred been converted into Common Stock on the date of such event

and had they thereafter during the period from the date of such event to and including the conversion date retained such securities receivable by them
as aforesaid during such period subject to all other adjustments called for during such period under this Section with respect to the rights of the

holders of the Series Preferred or with respect to such other securities by their terms
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Adjustment for Reclassification Exchange and Substitution If at any time or from time to time after the

Original Issue Date the Common Stock issuable upon the conversion of the Series Preferred is changed into the same or different number of shares

of any class or classes of stock whether by recapitalization ieclassification or otherwise other than an Acquisition or Asset Transfer as defined in

Section above or subdivision or combination of shares or stock dividend or reorganization merger consolidation or sale of assets provided for

elsewhere in this Section in any such event each holder of Series Preferred shall then have the right to convert such stock into the kind and

amount of stock and other securities and property receivable upon such recapitalization reclassification or other change by holders of the maximum
number of shares of Common Stock into which such shares of Series Preferred could have been converted immediately prior to such recapitalization

reclassification or change all subject to further adjustment as provided herein or with respect to such other securities or property by the terms thereof

Reorganizations Mergers or Consolidations If the Company at any time or from time to time after the Original

Issue Date makes or fixes record date for the determination of holders of Common Stock entitled to receive dividend or other distribution payable

in securities of the Company other than shares of Common Stock in each such event provision shall be made so that the holders of the Series

Preferred shall receive upon conversion thereof in addition to the number of shares of Common Stock receivable thereupon the amount of other

securities of the Company which they would have received had their Series Preferred been converted into Common Stock on the date of such event

and had they thereafter during the period from the date of such event to and including the conversion date retained such securities receivable by them

as aforesaid during such period subject to all other adjustments called for during such period under this Section with respect to the
rights

of the

holders of the Series Preferred or with respect to such other securities by their terms

Certificate of Adjustment In each case of an adjustment or readjustment of the Series Preferred Conversion

Price for the number of shares of Common Stock or other securities issuable upon conversion of the Series Preferred if the Series Preferred is then

convertible pursuant to this Section the Company at its expense shall compute such adjustment or readjustment in accordance with the provisions

hereof and prepare certificate showing such adjustment or readjustment and shall mail such certificate by first class mail postage prepaid to each

registered holder of Series Preferred at the holders address as shown in the Companys books The certificate shall set forth such adjustment or

readjustment showing in detail the facts upon which such adjustment or readjustment is based including statement of the Series Preferred

Conversion Price at the time in effect and ii the number of shares of Common Stock and the type and amount if any of other property which at the

time would be received upon conversion of the Series Preferred

Notices of Record Date Upon any taking by the Company of record of the holders of any class of securities

for the purpose of determining the holders thereof who are entitled to receive any dividend or other distribution or ii any Acquisition as defined in

Section or other capital reorganization of the Company any reclassification or recapitalization of the capital stock of the Company or any Asset

Transfer as defined in Section or any voluntary or involuntary dissolution liquidation or winding up of the Company the Company shall mail to

each holder of Series Preferred at least twenty 20 days prior to the record date specified therein or such shorter period approved by the holders of

majority of the outstanding Series Preferred notice specifying the date on which any such record is to be taken for the purpose of such

dividend or distribution and description of such dividend or distribution the date on which any such Acquisition reorganization reclassification

Asset Transfer dissolution liquidation or winding up is expected to become effective and the date if any that is to be fixed as to when the holders

of record of Series Preferred or other securities shall be entitled to exchange their shares of Series Preferred or other securities for securities or

other property deliverable upon such Acquisition reorganization reclassification Asset Transfer dissolution liquidation or winding up
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Automatic Conversion

Each share of Series Preferred shall automatically be converted into shares of Common Stock based on

the then-effective Series Preferred Conversion Price upon the earlier of the affirmative election of the Requisite Holders or the date at any

time following the closing of an Alternative Common Stock Financing on which the per share fair market value or the per share Closing Bid Price as

defined in the Purchase Agreement if the Common Stock is quoted on the NASDAQ Global Market NYSE or other national stock exchange quotation

system of the Common Stock has been equal to at least $0.66 on each trading day over period of thirty 30 consecutive trading days and with an

average daily trading volume during such thirty 30 consecutive trading days equal to or greater than two hundred thousand 200000 shares in either

case subject to adjustment for any stock dividends combinations splits recapitalizations and the like as reported by such exchange or the

Common Equity Closing Date as defined in the Purchase Agreement Upon such automatic conversion any declared and unpaid dividends shall be

paid in accordance with the provisicms of Section 4d

ii Upon the occurrence of either of the events specified in Section 4li above the outstanding shares of

Series Preferred shall be converted automatically without any further action by the holders of such shares and whether or not the certificates

representing such shares are surrendered to the Company or its transfer agent provided however that the Company shall not be obligated to issue

certificates evidencing the shares of Common Stock issuable upon such conversion unless the certificates evidencing such shares of Series Preferred

are either delivered to the Company or its transfer agent as provided below or the holder notifies the Company or its transfer agent that such

certificates have been lost stolen or destroyed and executes an agreement reasonably satisfactory to the Company to indemnify the Company from any

loss incurred by it in connection with such certificates Upon the occurrence of such automatic conversion of the Series Preferred the holders of

Series Preferred shall surrender the certificates representing such shares at the office of the Company or any transfer agent for the Series

Preferred Thereupon there shall be issued and delivered to such holder promptly which shall be no later than three business days at such office

and in its name as shown on such surrendered certificate or certificates certificate or certificates for the number of shares of Common Stock into

which the shares of Series Preferred surrendered were convertible on the date on which such automatic conversion occurred and any declared and

unpaid dividends shall be paid in accordance with the provisions of Section 4d

Special Mandatory Conversion

If holder of Series Preferred fails to purchase all or portion of its Pro Rata Amount as defined

below of the shares of Common Stock required to be purchased by such holder at the Common Equity Closing pursuant to the Purchase Agreement

the Common Equity Closing then the Applicable Portion as defined below of the shares of Series Preferred Stock held by such holder shall be

automatically without any further action on the part of the Company or such holder converted into shares of Common Stock at an adjusted Series

Preferred Conversion Rate equal to one subject to any adjustments that may have been made under Sections 4e through 4i hereof between the

issuance of the Series Preferred and the Common Equity Closing Such conversion is referred to as Special Mandatory Conversion
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ii Upon Special Mandatory Conversion each holder of shares of Series Preferred converted pursuant to

Section 4mishall be sent written notice of such Special Mandatory Conversion Such shares of Series Preferred shall be converted automatically
without

any further action by the holders of such shares and whether or not the certificates representing such shares are surrendered to the Company or

its transfer agent provided however that the Company shall not be obligated to issue certificates evidencing the shares of Common Stock issuable

upon such conversion unless the certificates evidencing such shares of Series Preferred are either delivered to the Company or its transfer agent as

provided below or the holder notifies the Company or its transfer agent that such certificates have been lost stolen or destroyed and executes an

agreement reasonably satisfactory to the Company to indemnify the Company from any loss incurred by it in connection with such certificates Upon
the occurrence of such automatic conversion of the Series Preferred the holders of Series Preferred shall surrender the certificates representing
such shares at the office of the Company or any transfer agent for the Series Preferred Thereupon there shall be issued and delivered to such holder

promptly which shall be no later than three business days at such office and in its name as shown on such surrendered certificate or certificates

certificate or certificates for the number of shares of Common Stock into which the shares of Series Preferred surrendered were convertible pursuant
to Section 4miabove

iii Definitions

Pro Rata Amount shall mean with respect to any holder of Series Preferred Stock the

maximum number of shares of Common Stock that such holder is required to purchase at the Common Equity Closing as set forth in the Purchase

Agreement

Applicable Portion shall mean with respect to any holder of shares of Series Preferred

Stock number of shares of Series Preferred Stock calculated by multiplying the aggregate number of shares of Series Preferred Stock held by
such holder immediately prior to the Common Equity Closing by fraction the numerator of which is equal to the amount if positive by which such

holders Pro Rata Amount exceeds the number of shares of Common Stock actually purchased by such holder in such Common Equity Closing and

the denominator of which is equal to such holders Pro Rata Amount

Fractional Shares No fractional shares of Common Stock shall be issued upon conversion of Series Preferred

All shares of Common Stock including fractions thereof issuable upon conversion of more than one share of Series Preferred by holder thereof

shall be aggregated for purposes of determining whether the conversion would result in the issuance of any fractional share If after the

aforementioned aggregation the conversion would result in the issuance of any fractional share the Company shall in lieu of issuing any fractional

share pay cash equal to the product of such fraction multiplied by the Common Stocks Fair Market Value calculated as of the date of conversion

Reservation of Stock Issuable Upon Conversion The Company shall at all times reserve and keep available out

of its authorized but unissued shares of Common Stock solely for the purpose of effecting the conversion of the shares of the Series Preferred such

number of its shares of Common Stock as shall from time to time be sufficient to effect the conversion of all outstanding shares of the Series

Preferred If at any time the number of authorized but unissued shares of Common Stock shall not be sufficient to effect the conversion of all then

outstanding shares of the Series Preferred the Company will take such corporate action as may in the opinion of its counsel be necessary to

increase its authorized but unissued shares of Common Stock to such number of shares as shall be sufficient for such purpose
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Notices Any notice required by the provisions of this Section shall be in writing and shall be deemed

effectively given upon personal delivery to the party to be notified ii when sent by confirmed electronic mail or facsimile if sent during normal

business hours of the recipient if not then on the next business day iii five days after having been sent by registered or certified mail return

receipt requested postage prepaid or in the event the party being notified is outside the United States ten 10 days after having been sent by

registered or certified mail return receipt requested postage prepaid or iv one day after deposit with nationally recognized overnight courier

specifying next day delivery with verification of receipt or in the event the party being notified is outside the United States five business days

after deposit with an internationally recognized overnight courier specifying next day delivery with verification of receipt All notices shall be

addressed to each holder of record at the address of such holder appearing on the books of the Company

Payment of Taxes The Company will pay all taxes other than taxes based upon income and other governmental

charges that may be imposed with respect to the issue or delivery of shares of Common Stock upon conversion of shares of Series Preferred

excluding any tax or other charge imposed in connection with any transfer involved in the issue and delivery of shares of Common Stock in name

other than that in which the shares of Series Preferred so converted were registered

REDEMPTION The Series Preferred shall not be redeemable by the Company

No REISSUANCE OF SERIES PREFERRED No share or shares of Series Preferred acquired by the Company shall be

II reissued

IEji FIVE The foregoing Certificate of Designation has been duly approved by the Board of Directors
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IN WITNESS WHEREOF Sunesis Pharmaceuticals Inc has caused this Certificate of Designation to be signed by its President and Chief
Executive Officer this day of April 2009

SUNESIS PHARMACEUTICALS INC

By
____________________________________
Daniel Swisher Jr

President and Chief Executive Officer
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EXHIBIT

NEiTHER THESE SECURITIES NOR THE SECURITIES ISSUABLE UPON EXERCISE OR CONVERSION OF THESE SECURITIES HAVE
BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933 AS AMENDED OR APPLICABLE STATE SECURITIES LAWS THE
SECURITIES MAY NOT BE OFFEREb FOR SALE SOLD TRANSFERRED OR ASSIGNED EXCEPT AS PROVIDED BY ARTICLE IV OF
THAT CERTAIN SECURITIES PURCHASE AGREEMENT DATED AS OF MARCH 2009 BY AND AMONG SUNESIS
PHARMACEUTICALS INC AND ThE PURCHASERS IDENTIFIED ON THE SIGNATURE PAGES THERETO

WARRANT NO CSW- NUMBER OF SHARES ________DATE OF ISSUANCE 2009
subject to adjustment

VOID AFTER 200_

WARRANTTO PURCHASE SHARES OF COMMON STOCK

SuNEsIs PHARMACEUTICALS INC

THIS CERTIFIES THAT for value received L._J or its permitted registered assigns the Holder is entitled to subscribe for and purchase at the

Exercise Price defined below from Sunesis Pharmaceuticals Inc Delaware corporation the Companyup to L..J shares of the common stock
the Company par value $O.000l per share the Common Stock This warrant is one of series of warrants issued by the Company as of the date

hereof individually Warrant and collectively the Warrants pursuant to that certain Securities Purchase Agreement between the Company and
each of the Purchasers that is party thereto dated as of March 31 2009 the Purchase Agreement

-DFmmoris Capitalizd terms used herein but not otherwise defined herein shall have their respective meanings as set forth in the
Purchase Agreement As used herein the following terms ahall have the following respective meanings

Eligible Market means any of The NASDAQ G1oba Market The NASDAQ Global Select Market or The NASDAQ
Capital Market

Exercise Period shall mean the period ending seven years from the date hereof unless sooner terminated as provided
below

Exercise Price shall mean $0.22 per share sulect to adjustment pursuant to Section below
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Exercise Shares shall mean the shares of Common Stock issuable upon exercise of this Warrant

Fundamental Transaction means any consolidation or merger of the Company with or into any other corporation or

other entity or person or any other corporate reorganization in which the stockholders of the Company immediately prior to such consolidation

merger or reorganization own less than50% of the voting power of the surviving entity immediately after such consolidation merger or reorganization

or the Common Stock is converted into or exchanged for securities cash or other property ii any transaction or series of related transactions to which

the Company is party in which in excess of 50% of the Companys voting power is transferred other than the sale of equity securities issued pursuant

to the Purchase Agreement or iii any sale exclusive license or exclusive partnering in either case on worldwide or regional basis of majority or

more of the assets of the Company

Parent Entity of Person means an entity that directly or indirectly controls the applicable Person and whose common

stock or equivalent equity security is quoted or listed on an Eligible Market or if there is more than one such Person or Parent Entity the Person or

Parent Entity with the largest public market capitalization as of the date of consummation of the Fundamental Transaction

Person means an individual limited liability company partnership joint venture corporation trust an

unincorporated organization any other entity and government or any department or agency thereof

Successor Entüy means the Person or if so elected by the Holder the Parent Entity formed by resulting from or

surviving any Fundamental Transaction or the Person or if so elected by the Holder the Parent Entity with which such Fundamental Transaction

shall have been entered into

Trading Day shall mean any day on which the Common Stock is listed or quoted and traded on its primary Trading

Market if the Common Stock is not then listed or quoted and traded on any Eligille Market then day on which trading occurs on the OTC

Bulletin Board or any successor thereto or if trading does not occur on the OTC Bulletin Board or any successor thereto any Business Day

Trading Market shall mean the OTC Bulletin Board or any Eligible Market or any other national securities exchange

market or trading or quotation facility on which the Common Stock is then listed or quoted

EXERCISE OF WARRANT

2.1 Exercise The rights represented by this Warrant may be exercised in whole or in part at any time during the Exercise

Period by delivery of the following to the Company at its address set forth on the signature page hereto or at such other address as it may designate by

notice in writing to the Holder

An executed Notice of Exercise in the form attached hereto

Payment of the Exercise Price either in cash or by check or ii pursuant to Section 2.2 below and
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This Warrant

Execution and delivery of the Notice of Exercise shall have the same effect as cancellation of the original Warrant and issuance of new Warrant

evidencing the right to purchase the remaining number of Exercise Shares if any

Certificates for shares purchased hereunder shall be transmitted by the transfer agent of the Company to the Holder by crediting the account of the

Holders prime broker with the Depository Trust Company through its Deposit Withdrawal Agent Commission system if the Company is participant

in such system and otherwise by physical delivery to the address specified by the Holder in the Notice of Exercise within three business days from the

delivery to the Company of the Notice of Exercise surrender of this Warrant and payment of the aggregate Exercise Price as set forth above This

Warrant shall be deemed to have been exercised on the date the Exercise Price is received by the Company

The person in whose name any certificate or certificates for Exercise Shares are to be issued upon exercise of this Warrant shall be deemed to have
become the holder of record of such shares on the date on which this Warrant was surrendered and payment of the Exercise Price was made
irrespective of the date of delivery of such certificate or certificates except that if the date of such surrender and payment is date when the stock

transfer books of the Company are closed such person shall be deemed to have become the holder of such shares at the close of business on the next

succeeding date on which the stock transfer books are open

Subject to the final sentence of this paragraph Section 2.3 below and to the extent permitted by law the Companys obligations to issue and deliver

Exercise Shares in accordance with the terms hereof are absolute and unconditional irrespective of any action or inaction by the Holder to enforce the

same any waiver or consent with respect to any provision hereof the recovery of any judgment against any person or entity or any action to enforce

the same or any setoff counterclaim recoupment limitation or termination or any breach or alleged breach by the Holder or any other person or

entity of any obligation to the Company or any violation or alleged violation of law by the Holder or any other person or entity and irrespective of any
other circumstance which might otherwise limit such obligation of the Company to the Holder in connection with the issuance of Exercise Shares The
Holder shall subject to the following proviso have the right to pursue any remedies available to it hereunder at law or in equity including without

limitation decree of specific performance and/or injunctive relief with respect to the Companys failure to timely deliver Exercise Shares upon
exercise of this Warrant as required pursuant to the terms hereof provided however that notwithstanding anything to the contrary in this Warrant or in

the Purchase Agreement if the Company is unable to deliver Exercise Shares upon exercise of this Warrant as required pursuant to the terms hereof

because the exercise of this Warrant is prior to the Stockholder Approval Date as defined in Section 2.3 below and such exercise would result in

violation of the Warrant Exercise Cap the Company shall have no obligation to pay to the Holder any cash or other consideration or otherwise net
cash settle this Warrant

Except for cash in lieu of fractional shares as provided in Section this Warrant may not be settled by the Company for cash to the Holder in lieu of

Common Stock

2.2 Net Exercise If during the Exercise Period the fair market value of one share of the Common Stock is greater than the

Exercise Price at the date of calculation as set forth below in lieu of exercising this Warrant by payment of cash or by check the Holder may at its

election effect net exercise of this Warrant in which event if so effected the Holder shall receive Exercise Shares equal to the value as
determined below of this Warrant or the portion thereof being canceled by surrender of this Warrant at the principal office of the Company together
with the properly endorsed Notice of Exercise in which event the Company shall issue to the Holder number of shares of Common Stock computed
using the following formula
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YA-B

Where the number of Exercise Shares to be issued to the Holder

the number of Exercise Shares with respect to which this Warrant is being exercised

the Fair Market Value as defined below of one share of the Companys Common Stock at the date of such calculation

Exercise Price as adjusted to the date of such calculation

For purposes Of this Warrant the Fair Market Value of one share of Common Stock shall mean the average of the closing sales prices for the

shares of Common Stock on The NASDAQ Global Market or other Eligible Market where the Common Stock is listed or traded as reported by

Bloomberg Financial Markets or comparable reporting service of national reputation selected by the Company and reasonably acceptable to the

Holder if Bloomberg Financial Markets is not then reporting sales prices of such security collectively Bloomberg for the ten 10 consecutive

trading days immediately prior to the Exercise Date or ii if an Eligible Market is not the principal Trading Market for the shares of Common Stock

the average of the reported sales prices reported by Bloomberg on the principal Trading Market for the Common Stock during the same period or if

there is no sales price for such period the last sales price reported by Bloomberg for such period or iii if neither of the foregoing applies the last

sales price of such security in the over-the-counter market on the pink sheets or bulletin board for such security as reported by Bloomberg or if no

sales price is so reported for such security the last bid price of such security as reported by Bloomberg or iv if fair market value cannot be calculated

as of such date on any of the foregoing bases the fair market value shall be as determined by the Board of Directors of the Company in the exercise of

its good faith judgment

2.3 Limitations On Exercises Subject to Stockholder Approval In the event that any exercise pursuant to this Section

prior to the date of the Stockholder Approval as defined below would result in Holder becoming the beneficial owner directly or indirectly of more

than 19.99% of the aggregate ordinary voting power represented by issued and outstanding Capital Stock the Warrant Exercise Cap
notwithstanding anything to the contrary in this Warrant or in the Purchase Agreement the Company shall have no obligation to issue and deliver

Exercise Shares in accordance with the terms hereof unless and until the approval of the requisite holders of the issued and outstanding voting capital

stock of the Company shall have been attained as contemplated by the Purchase Agreement the Stockholder Approval

2.4 Issuance Of New Warrants Upon any partial exercise of this Warrant the Company at its expense will forthwith and in

any event within five business days issue and deliver to the Holder new warrant or warrants of like tenor registered in the name of the Holder

exercisable in the aggregate for the balance of the number of shares of Common Stock remaining available for purchase under this Warrant
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2.5 Payment Of Taxes And Expenses The Company shall pay any recording filing stamp or similar tax which may be

payable in respect of any transfer involved in the issuance of and the preparation and delivery of certificates if applicable representing any
Exercise Shares purchased upon exercise of this Warrant and/or ii new or replacement warrants in the Holders name or the name of any transferee of

all or any portion of this Warrant provided however that the Company shall not be required to pay any tax which may be payable in respect of any
transfer involved in the issuance delivery or registration of any certificates for Exercise Shares or Warrants in name other than that of the

Holder The Holder shall be responsible for all other tax liability that may arise as result of holding or transferring this Warrant or receiving Exercise

Shares upon exercise hereof

COVENANTS OF THE CoalpANy

3.1 Covenants as to Exercise Shares The Company covenants and agrees that all Exercise Shares that may be issued upon
the exercise of the rights represented by this Warrant will upon issuance be validly issued and outstanding fully paid and nonassessable and free

from all taxes liens and charges with respect to the issuance thereof The Company further covenants and agrees that the Company will at all times

during the Exercise Period have authorized and reserved free from preemptive rights sufficient number of shares of Common Stock to provide for

the exercise of the rights represented by this Warrant If at any time during the Exercise Period the number of authorized but unissued shares of

Common Stock shall not be sufficient to permit exercise of this Warrant the Company will use its commercially reasonable efforts to take such

corporate action in compliance with applicable law as may in the opinion of its counsel be necessary to increase its authorized but unissued shares of

Common Stock to such number of shares as shall be sufficient for such purposes

3.2 Notices of Record Date and Certain Other Events In the event of any taking by the Company of record of the holders

of any class of securities for the
purpose of determining the holders thereof who are entitled to receive any dividend or other distribution the Company

shall mail to the Holder at least twenty 20 days prior to the date on which any such record is to be taken for the purpose of such dividend or

distribution notice specifying such date In the event of any voluntary dissolution liquidation or winding up of the Company the Company shall

mail to the Holder at least twenty 20 days prior to the date of the occurrence of any such event notice specifying such date In the event the

Company authorizes or approves enters into any agreement contemplating or solicits stockholder approval for any Fundamental Transaction the

Company shall mail to the Holder at least twenty 20 days prior to the date of the closing of such event notice specifying such

date Notwithstanding the foregoing the failure to deliver such notice or any defect therein shall not affect the validity of the corporate action required
to be described in such notice

ADJuSTMENT OF EXERCISE PRICE AND SHA.Ias

The Exercise Price and number of Exercise Shares issuable upon exercise of this Warrant are subject to adjustment from time to time as set forth in this

Section

If the Company at any time while this Warrant is outstanding pays stock dividend on its Common Stock or otherwise

makes distribution on any class of capital stock that is payable in shares of Common Stock ii subdivides outstanding shares of Common Stock into

larger number of shares or iii combines outstanding shares of Common Stock into smaller number of shares then in each such case the Exercise

Price shall be multiplied by fraction of which the numerator shall be the number of shares of Common Stock outstanding immediately before such

event and of which the denominator shall be the number of shares of Common Stock outstanding immediately after such event Any adjustment made

pursuant to clause of this paragraph shall become effective immediately after the record date for the determination of stockholders entitled to receive
such dividend or distribution and any adjustment pursuant to clause ii or iii of this paragraph shall become effective immediately after the effective

date of such subdivision or combination
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If the Company at any time while this Warrant is outstanding distributes to holders of Common Stock evidences of its

indebtedness ii any security other than distribution of Common Stock covered by the preceding paragraph iii rights or warrants to subscribe for

or purchase any security or iv any other asset in each case Distributed Property then in each such case the Holder shall be entitled upon

exercise of this Warrant for the purchase of any or all of the Exercise Shares to receive the amount of Distributed Property which would have been

payable to the Holder had such Holder been the holder of such Exercise Shares on the record date for the determination of stockholders entitled to such

Distributed Property The Company will at all times set aside in escrow and keep available for distribution to such holder upon exercise of this

Warrant portion of the Distributed Property to satisfr the distribution to which such Holder is entitled pursuant to the preceding sentence

Upon the occurrence of each adjustment pursuant to this Section the Company at its expense will at the written request

of the Holder promptly compute such adjustment in accordance with the terms of this Warrant and prepare certificate setting forth such adjustment

including statement of the adjusted Exercise Price and adjusted number or type of Exercise Shares or other securities issuable upon
exercise of this

Warrant as applicable describing the transactions giving rise to such adjustments and showing in detail the facts upon which such adjustment is

based Upon written request the Company will promptly deliver copy of each such certificate to the Holder and to the Companys transfer agent

FRACTIONAL SHAREs No fractional shares shall be issued upon the exercise of this Warrant as consequence of any adjustment

pursuant hereto All Exercise Shares including fractions issuable upon exercise of this Warrant may be aggregated for purposes of determining

whether the exercise would result in the issuance of any fractional share If after aggregation the exercise would result in the issuance of fractional

share the Company shall in lieu of issuance of any
fractional share pay the Holder otherwise entitled to such fraction sum in cash equal to the

product resulting from multiplying the then-current fair market value of an Exercise Share by such fraction and the number of Exercise Shares to be

issued will be rounded down to the nearest whole share

FUNDAMENTAL TRANSACTIONS The Company shall not enter into or be party to Fundamental Transaction unless the Successor

Entity assumes this Warrant in accordance with the provisions of this Section Upon the occurrence of any Fundamental Transaction the Successor

Entity shall succeed to and be substituted for so that from and after the date of such Fundamental Transaction the provisions of this Warrant referring

to the Company shall refer instead to the Successor Entity and may exercise every right and power of the Company and shall assume all of the

obligations of the Company under this Warrant with the same effect as if such Successor Entity had been named as the Company herein Prior to the

consummation of any Fundamental Transaction pursuant to which holders of shares of Common Stock are entitled to receive securities or other assets

with respect to or in exchange for shares of Common Stock Corporate Event the Company shall make appropriate provision to ensure that the

Holder will thereafter have the right to receive upon an exercise of this Warrant at any time after the consummation of the Fundamental Transaction

but prior to the Expiration Date in lieu of the Exercise Shares or other securities cash assets or other property purchasable upon the exercise of the

Warrant prior to such Fundamental Transaction such shares of stock securities cash assets or any other property whatsoever including warrants or

other purchase or subscription rights which the Holder would have been entitled to receive upon the happening of such Fundamental Transaction had

the Warrant been exercised immediately prior to such Fundamental Transaction provided however that in the event of Corporate Event in which

the Common Stock is converted into or exchanged for anything other than solely equity securities and the common stock of the Successor Entity is

publicly traded then as part of such Corporate Event the Holder will thereafter have the right to receive upon an exercise of this Warrant such

number of shares of common stock of the Successor Entity as is determined by multiplying the number of shares of Common Stock subject to this

Warrant immediately prior to such Corporate Event by fraction the numerator of which is the Fair Market Value per share of Common Stock as

of immediately prior to the effectiveness of such Corporate Event and the denominator of which is the fair market value per share of common stock of

the Successor Entity as determined in good faith by the Board of Directors of the Company using the same principles set forth in the definition of Fair

Market Value to the extent applicable and ii the exercise price per share of common stock of the acquiring or surviving company shall be the

Exercise Price divided by the fraction referred to in clause above and in any such case appropriate adjustment as determined in good faith by the

Board of Directors of the Company shall be made in the application of the provisions set forth herein with respect to the rights and interests thereafter

of the Holder to the end that the provisions set forth in this Section shall thereafter be applicable as nearly as reasonably may be in relation to any

securities cash or other property thereafter deliverable upon the exercise of this Warrant Provision made pursuant to the preceding sentence shall be in

form and substance reasonably satisfactory to the Holder The provisions of this Section shall apply similarly and equally to successive

Fundamental Transactions and Corporate Events and shall be applied without regard to any limitations on the exercise of this Warrant
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No STOCKHOLDER RIGHTS Other than as provided in Section 3.2 or otherwise herein this Warrant in and of itself shall not entitle

the Holder to any voting rights or other rights as stockholder of the Company

TRANSFER OF WARRANT Subject to applicable laws and any restrictions on transfer set forth in the Purchase Agreement this

Warrant and all rights hereunder are transferable by the Holder in person or by duly authorized attorney upon delivery of this Warrant and the form of

assignment attached hereto to any transferee designated by Holder The transferee shall sign an investment letter in form and substance reasonably

satisfactory to the Company and its counsel Any purported transfer of all or any portion of this Warrant in violation of the provisions of this Warrant
shall be null and void

LOST STOLEN MUTILATED OR DESTROYED WARRANT If this Warrant is lost stolen mutilated or destroyed the Company may on
such terms as to indemnity or otherwise as it may reasonably impose which shall in the case of mutilated Warrant include the surrender thereof
issue new Warrant of like denomination and tenor as this Warrant so lost stolen mutilated or destroyed Any such new Warrant shall constitute an

original contractual obligation of the Company whether or not the allegedly lost stolen mutilated or destroyed Warrant shall be at any time

enforceable by anyone

10 NOTICES ETC All notices required or permitted hereunder shall be in writing and shall be deemed effectively given upon
personal delivery to the party to be notified when sent by confirmed facsimile to the facsimile number specified in writing by the recipient if sent

during normal business hours of the recipient on Trading Day if not then on the next Trading Day the next Trading Day after deposit with

nationally recognized overnight courier specifing next day delivery with written verification of receipt All communications shall be sent to the

Company at the address listed on the signature page hereto and to Holder at the applicable address set forth on the applicable signature page to the

Purchase Agreement or at such other address as the Company or Holder may designate by ten 10 days advance written notice to the other parties
hereto

11 ACCEPTANCE Receipt of this Warrant by the Holder shall constitute acceptance of and agreement to all of the terms and conditions

contained herein

12 GOVERNING LAW This Warrant and all rights obligations and liabilities hereunder shall be governed by and construed in

accordance with the internal laws of the State of California without giving effect to the principles of conflicts of law that would require the application
of the laws of any other jurisdiction
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13 AMENDMENT OR WAIVER Any term of this Warrant may be amended or waived either generally or in particular instance and

either retroactively or prospectively with the written consent of the Company and the Purchaser or Purchasers holding or having the right to acquire at

the time of such amendment at least majority-in-interest of the total Unit Shares then held by any Purchaser No waivers of any term condition or

provision of this Warrant in any one or more instances shall be deemed to be or construed as ffirther or continuing waiver of any such term

condition or provision The Holder acknowledges that the Purchaser or Purchasers holding or having the right to acquire at the time of such

amendment at least majority-in-interest of the total Unit Shares then held by any Purchaser have the power to bind all of the Holders
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IN WITNESS WHEREOF the Company has caused this Wanant to be executed by its duly authorized officer as of 12009

SUNESIS PHARMACEUTICALS INC

By __________________________________________
Name Daniel Swisher Jr

Title President and Chief Executive Officer

Address 395 Oyster Point Boulevard

Suite 400

South San Francisco CA 94080
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NOTICE OF EXERCISE

TO SUNESIS PHARMACEUTICALS INC

The undersigned hereby elects to purchase L_J shares of the common stock par value $O.000l per share the Common Stock of

SUNESIS PHARMACEUTICALS INC the Company pursuant to the terms of the attached Warrant and tenders herewith payment of the exercise

price in full together with all applicable transfer taxes if any

The undersigned hereby elects to purchase shares of Common Stock of the Company pursuant to the terms of the net exercise

provisions set forth in Section 2.2 of the attached Warrant and shall tender payment of all applicable transfer taxes if any

Please issue the certificate for shares of Common Stock in the name of

Print or type name

Social Security or other Identifying Number

Street Address

City State Zip Code

If such number of shares shall not be all the shares purchasable upon the exercise of the Warrants evidenced by this Warrant new

warrant certificate for the balance of such Warrants remaining unexercised shall be registered in the name of and delivered to

Please insert social security or other identifying number
______________

Please print name and address

Dated

Date

Signature

Print name
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ASSIGNMENT FORM

To assign the foregoing Warrant execute this form and supply required information Do not use this form to purchase shares

FOR VALUE RECEIVED the foregoing Warrant and all rights evidenced thereby are hereby assigned to

Name

Please Print

Address

Please Print

Dated 20
Holders Signature __________________________

Holders Address
________________________________

NOTE The signature to this Assignment Form must correspond with the name as it appears on the face of the Warrant without alteration or

enlargement or any change whatever Officers of corporations and those acting in fiduciary or other representative capacity should file proper
evidence of authority to assign the foregoing Warrant



EXHIBIT

INVESTOR RIGHTS AGREEMENT

This Investor Rights Agreement this Agreement is made and entered into as of April 2009 by and among Sunesis Pharmaceuticals

Inc Delaware corporation the Company and the several investors signatory hereto including any successor or assign of any investor signatory

hereto each an Investor and collectively the investors

This Agreement is made pursuant to the Securities Purchase Agreement dated as of the date hereof by and between the Company and each

Investor the Purchase Agreement

NOW THEREFORE IN CONSIDERATION of the mutual covenants contained in this Agreement and for other good and valuable

consideration the receipt and adequacy of which are hereby acknowledged the Company and each of the Investors agree as follows

Definitions Capitalized terms used and not otherwise defined herein that are defined in the Purchase Agreement shall have the meanings

given such terms in the Purchase Agreement As used in this Agreement the following terms shall have the following meanings

Advice shall have the meaning set forth in Section 4b

Common Stock Equivalents means any securities of the Company which would entitle the holder thereof to acquire at any time

Common Stock including without limitation any debt preferred stock rights options warrants or other instrument that is at any time convertible into

or exchangeable for or otherwise entitles the holder thereof to receive Common Stock or other securities that entitle the holder to receive directly or

indirectly Common Stock
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Company Notice shall have the meaning set forth in Section 7a2

Effective Date means the date that Registration Statement filed pursuant to Section 2a is first declared effective by the

Commission

Effectiveness Deadline means with respect to each Initial Registration Statement or New Registration Statement the earlier of

the ninetieth 90th calendar day following the applicable Filing- Deadline provided that if the Commission reviews and has written comments to

filed Registration Statement then the Effectiveness Deadline under this clause shall be the one hundred twentieth 120th calendar day following the

applicable Filing Deadline and ii the fifth 5th Business Day following the date on which the Company is notified by the Commission that the

applicable Registration Statement will not be reviewed or is no longer subject to further review and comments and the effectiveness of such

Registration Statement may be accelerated provided however that if the Effectiveness Deadline falls on Saturday Sunday or other day that the

Commission is closed for business the Effectiveness Deadline shall be extended to the next Business Day on which the Commission is open for

business

Effectiveness Period shall have the meaning set forth in Section 2b

Excluded Securities means any issuance of securities pursuant to stock splits stock dividends or similar transactions

Common Stock to employees consultants officers or directors of the Company pursuant to any duly-adopted equity incentive or equity compensation

plan to the extent approved by the Board or committee of non-employee directors established for such purpose securities upon the exercise

exchange or conversion of any securities issued or issuable under the Purchase Agreement andlor other securities exercisable or exchangeable for or

convertible into shares of Common Stock issued and outstanding on the date of this Agreement provided that such securities have not been amended

since the date of this Agreement to increase the number of such securities or to decrease the exercise exchange or conversion price of such securities

or securities issued or issuable in transaction or series of related transactions in which the Majority Investors have agreed in writing will be

excluded from the preemptive rights set forth in Section 7a

Filing Deadline means with respect tQ the Initial Registration Statement required to be filed pursuant to Section 2a the forty fifth

45th calendar day following the consummation of the Common Equity Closing or the consummation of an Alternative Common Stock

Financing ii the sixtieth 60th calendar day following the delivery of Non-Participation Notice or iii the earlier of March 31 2011 or five

Business Days following the
filing

of the Companys Annual Report on Form 10-K for the fiscal year ended December 31 2010 with the Commission
in the event that the Common Equity Closing or an Alternative Common Stock Financing has not been consummated and Non-Participation Notice

has not been delivered on or prior to December 31 2010 provided however that if the Filing Deadline falls on Saturday Sunday or other day that

the Commission is closed for business the Filing Deadline shall be extended to the next Business Day on which the Commission is open for business

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES
EXCHANGE ACT OF 1934 AS AMENDED



FINRA means the Financial Industry Regulatoiy Authority Inc or any successor entity or entities

Holder or Holders means the holder or holders as the case may be from time to time of Registrable Securities

Indemnified Party shall have the meaning set forth in Section 6c

Indemnijying Party shall have the meaning set forth in Section 6c

Initial Registration Statement shall have the meaning set forth in Section 2a

Initiating Holders shall have the meaning set forth in Section 2f

Investor Designee shall have the meaning set forth in Section 7bl

Issuer Filing shall have the meaning set forth in Section 3p

Losses shall have the meaning set forth in Section 6a

Majority Investors shall have the meaning set forth in Section 7b

New Registration Statement shall have the meaning set forth in Section 2a

Pro Rata Share shall have the meaning set forth in Section 7a

Prospectus means the prospectus included in Registration Statement including without limitation prospectus that includes any

information previously omitted from prospectus filed as part of an effective registration statement in reliance upon Rule 430A promulgated under the

Securities Act as amended or supplemented by any prospectus supplement with respect to the terms of the offering of any portion of the Registrable

Securities covered by Registration Statement and all other amendments and supplements to the Prospectus including post-effective amendments

and all material incorporated by reference or deemed to be incorporated by reference in such Prospectus

Register registered and registration refer to registration made by preparing and
filing Registration Statement or similar

document in compliance with the Securities Act and pursuant to Rule 415 and the declaration or ordering of effectiveness of such Registration

Statement or document

Registrable Securities means all of the Conversion Shares the Warrant Shares and if issued the Common Equity Shares and ii any

securities issued or issuable upon any stock split dividend or other distribution recapitalization or similar event with respect to the foregoing

provided that the Shares shall cease to be Registrable Securities upon the earliest to occur of the following sale pursuant to Registration

Statement or Rule 144 under the Securities Act in which case only such security sold shall cease to be Registrable Security or to the extent all

of the Shares held by Holder may be immediately sold to the public without registration or restriction including without limitation as to volume by

each holder thereof under the Securities Act including pursuant to Rule 144 in single or series of related transactions on single day
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Registration Statements means any one or more registration statements of the Company filed under the Securities Act that covers the resale

of any of the-Registrable Securities pursuant to the provisions of this Agreement including without limitation any Initial Registration Statements New
Registration Statements and Remainder Registration Statements amendments and supplements to such Registration Statements including post-
effective amendments all exhibits and all material incorporated by reference deemed to be incorporated by reference in such Registration

Statements

Remainder Registration Statements shall have the meaning set forth in Section 2a

Rule 415 means Rule 415 promulgated by the Commission pursuant to the Securities Act as such Rule may be amended from time to time
or any similar rule or regulation hereafter adopted by the Commission having substantially the same effect as such Rule

Rule 424 means Rule 424 promulgated by the Commission pursuant to the Securities Act as such Rule may be amended from time to time
or any similar rule or regulation hereafter adopted by the Commission having substantially the same effect as such Rule

SEC Guidance means any publicly-available written or oral guidance comments requirements or requests of the Commission
staff and ii the Securities Act in each case as reasonably interpreted in good faith upon the mutual agreement of the Company and the Lead

Purchasers or counsel selected by the Lead Purchasers

Selling Stockholder Questionnaire means questionnaire in the form attached as Annex hereto or such other form of

questionnaire as may reasonably be adopted by the Company from time to time

Special Registration Statement shall mean registration statement relating to any employee benefit plan under Form S-8 or similar form or

with respect to any corporate reorganization or other transaction under Rule 145 of the Securities Act

Suspension Certificate shall have the meaning set forth in Section 4a

Suspension Period shall have the meaning set forth in Section 4a

Violations shall have the meaning set forth in Section 6a
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Registration

On or prior to the Filing Deadline the Company shall prepare and file with the Commission shelf Registration

Statement covering the resale of all of the then outstanding Registrable Securities or Registrable Securities issuable upon exercise of then outstanding

Warrants not already covered by an existing and effective Registration Statement for an offering to be made on continuous basis pursuant to Rule 415

or if Rule 415 is not available for offers and sales of the Registrable Securities by such other means of distribution of Registrable Securities as the

Holders may reasonably specify each an Initial Registration Statemefli Each Initial Registration Statement shall be on Form S-3 except as

provided in Section 2d below subject to the provisions of Section 2d and shall contain except if otherwise required pursuant to written comments

received from the Commission upon review of such Registration Statement the Plan of Distribution section approved by the Majority

Investors Notwithstanding the registration obligations set forth in this subsection and subsection of this Section in the event the Commission

informs the Company that all of the Registrable Securities required to be included in an Initial Registration Statement cannot as result of the

application of Rule 415 be registered for resale as secondary offering on single registration statement the Company agrees to promptly inform

each of the Holders thereof and file amendments to the applicable Initial Registration Statement as required by the Commission and/or ii withdraw

such Initial Registration Statement and file new registration statement New Registration Statement in either case covering the maximum

number of Registrable Securities required to be included in an Initial Registration Statement and permitted to be registered by the Commission on

Form S-3 or such otherforth available to register for resale the Registrable Securities as secondary offering provided however that prior to filing

such amendment or New Registration Statement the Company shall be obligated to use its commercially reasonable best efforts to advocate with the

Commission for the registration of all of the Registrable Securities in accordance with SEC Guidance including without limitation the Manual of

Public1y Available Telephone Interpretations D.29 Notwithstanding any other provision of this Agreement if any SEC Guidance sets forth

limitation of the number of Registrable Securities permitted to be registered on particular Registration Statement as secondary offering and

notwithstanding that the Company used commercially reasonable best efforts to advocate with the Commission for the registration of all or greater

number of Registrable Securities unless otherwise directed in writing by Holder as to its Registrable Securities the number of Registrable Securities

to be registered on such Registration Statement will be reduced on pro rata basis based on the total number of unregistered Shares held by such

Holders In the event the Company amends an Initial Registration Statement or files New Registration Statement as the case may be under clauses

or ii above the Company will file with the Commission as promptly as allowed by Commission or SEC Guidance provided to the Company or to

registrants of securities in general one or more registration statements on Form S-3 or such other form available to register for resale those Registrable

Securities that were not registered for resale on the Initial Registration Statement as amended or the New Registration Statement the Remainder

Registration Statements

The Company shall use its commercially reasonable best efforts to cause each Registration Statement to be declared

effective by the Commission as soon as practicable and With respect to each Initial Registration Statement or New Registration Statement as

applicable shall cause each Registtation Statement to be declared effective by the Commission no later than the Effectiveness Deadline including

filing with the Commission request for acceleration of effectiveness in accordance with Rule 461 promulgated under the Securities Act within five

Business Days after the date that the Company is notified orally or in writing whichever is earlier by the Commission that such Registration

Statement will not be reviewed or will not be subject to further review and that the effectiveness of such Registration Statement may be accelerated

and shall subject to Section 3c hereof use its commercially reasonable best efforts to keep each such Registration Statement continuously effective

under the Securities Act until such time as all of the Shares including any securities issued or issuable upon any stock split dividend or other

distribution recapitalization or similar event with respect to the foregoing shall cease to be Registrable Securities hereunder the Effectiveness

Period The Company shall ensure that each Registration Statement including any
amendments or supplements thereto and Prospectuses contained

therein shall not contain any untrue statement of material fact or omit to state material fact required to be stated therein or necessary to make the

statements therein in the case of Prospectuses in the light of the circumstances in which they were made not misleading Each Registration

Statement shall also cover to the extent allowable under the Securities Act and the rules promulgated thereunder including Rule 416 such

indeterminate number of additional shares of Common Stock resulting from stock splits stock dividends or similar transactions with respect to the

Registrable Securities The Company shall request effectiveness of Registration Statement as of 500 p.m Eastern Time on the Effective Date The

Company shall promptly notify the Holders via facsimile or e-mail of the effectiveness of Registration Statement within one Business Day of the

date on which the Company telephonically confirms effectiveness with the Commission which confirmation shall initially be the date requested for

effectiveness of Registration Statement To the extent deemed required under the Securities Act the Company shall by 930 a.m Eastern Time on

the first Business Day after the Effective Date file Rule 424b prospectus with the Commission
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The Company shall not prior to the Effective Date of the RegistrationStatements covering the resale of the Registrable

Securities issued or issuable at or upon exercise or conversion of securities issued at the First Unit Closing or during the period between the Second

Unit Closing and the Effective Date of the Registration Statement covering the resale of the Registrable Securities issued or issuable at or upon
exercise or conversion of securities issued at the Second Unit Closing if any or during the period between the Common Equity Closing and the

Effective Date of the Registration Statement covering the resale of the Registrable Securities issued or issuable at the Common Equity Closing if any

prepare and file with the Commission any registration statement under the Securities Act covering any of its securities other than registration

statement on Form S-8 or Form S-4

In the event that Form S-3 is not available for the registration of the resale of Registrable Securities hereunder the

Company shall register the resale of the Registrable Securities on another appropriate form reasonably acceptable to the Holders including

registration statement on Form S-i and ii undertake to register the Registrable Securities on Form S-3 as soon as such form is available provided

that subject to Section hereof the Company shall maintain the effectiveness of such Registration Statement that is on form other than Form S-3

then in effect until such time as Registration Statement on Form S-3 covering the Registrable Securities has been declared effective by the

Commission

Each Holder agrees to furnish to the Company completed Selling Stockholder Questionnaire not less than three

Business Days prior to the Initial Filing Deadline and not less than three Business Days prior to the filing of any other Registration Statement Each

Holder further agrees that it shall not be entitled to be named as selling securityholder in Registration Statement until such Holder has returned to

the Company completed and signed Selling Stockholder Questionnaire or use the Prospectus for offers and resales of Registrable Securities until such

Holder is identified as selling security holder in an effective Registration Statement If Holder of Registrable Securities returns Selling

Stockholder Questionnaire after the deadline specified in this Section 2e the Company shall take such actions as are required to name such Holder as

selling security holder in the applicable Registration Statement or any pre-effective or post-effective amendment thereto and to include to the extent

not theretofore included in such Registration Statement the Registrable Securities identified in such late Selling Stockholder Questionnaire Each

Holder acknowledges and agrees that the information in the Selling Stockholder Questionnaire will be used by the Company in the preparation of one

or more Registration Statements covering such Holders Registrable Securities and hereby consents to the inclusion of such information in such

Registration Statements

To the extent that in accordance with subsection of this Section the Commission informs the Company that all of the

Registrable Securities required to be included in an Initial Registration Statement cannot as result of the application of Rule 415 be registered for

resale as secondary offering on single registration statement for so long as that continues to be the case the following demand provisions shall

apply
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If the per share fair market value or the per share Closing Bid Price of the Common Stock is quoted on the

NASDAQ Global Market NYSE or other national stock exchange quotation system of the Common Stock has been equal to at least $0.66 for period

of thirty 30 trading days with an average daily trading volume during such thirty 30 trading days equal to or greater than two hundred thousand

200000 shares subject to adjustment for any stock dividends combinations splits recapitalizations and the like as reported by such exchange and

the Company shall receive from the Holders of at least majority of the Registrable Securities the Initiating Holders written request that the

Company file registration statement with respect to the Registrable Securities for an underwritten offering managed by an underwriter of national

standing provided the anticipated aggregate offering price of the Registrable Securities requested to be so registered shall be equal to or exceed

$10000000 prior to the deduction of underwriter discounts or commissions and offering expenses

then the Company will use commercially reasonable efforts to

within ten days of the receipt by the Company of such notice give written notice of the proposed

registration statement to all other Holders of Registrable Securities and

as soon as practicable thereafter effect such registration under the Securities Act as may be so requested

and as would permit or facilitate the sale and distribution of all or such portion of such Registrable Securities as are specified in such Holders request

together with all or such portion of the Registrable Securities of any Holder or Holders joining in such request as are specified in written requests

received by the Company within ten 10 days after delivery of such written notice by the Company

Notwithstanding the foregoing the Company shall not be obligated to take any action to effect any such registration pursuant to this subsection of

this Section

In any particular jurisdiction in which the Company would be required to qualif as foreign corporation

subject itself to taxation in that jurisdiction or execute general consent to service of process in effecting such registration unless the Company is

already subject to service in such jurisdiction and except as may be required under the Securities Act

During the period starting with the date sixty 60 days prior to the Companys good faith estimated date

of filing of and ending on the date six months immediately following the effective date of any registration statement pertaining to securities of the

Company other than Registration Statement otherwise filed for the benefit of Holders pursuant to this Agreement or registration statement on Form

S-8 or Form S-4 or any successor forms thereto provided that the Company is actively employing in good faith all commercially reasonable efforts

to cause such registration statement to become effective
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After the Company has filed two such registrations pursuant to this subsection of this Section

and such registrations have been declared or ordered effective

If the Initiating Holders are unable to obtain the commitment of nationally recognized underwriter to

firmly underwrite the offering or

If the Company shall furnish to the Initiating Holders certificate signed by the Chief Executive Officer

of the Company stating that in the good faith judgment of the Board of Directors it would be seriously detrimental to the Company or its stockholders

for registration statement to be filed and it is therefore necessary to defer the filing of such registration statement then the Company shall have the

right to defer such filing for period not to exceed 60 days from the date of receipt of the written request from the
Initiating Holders provided

however that the Company shall not exercise such right more than once in any twelve-month period and the Company shall not register any securities

for the account of itself or any other stockholders of the Company during such period other than Registration Statement otherwise filed for the

benefit of Holders pursuant to this Agreement or registration statement on Form S-8 or Form S-4 or any successor forms thereto

The right of any Holder to registration pursuant to this subsection of this Section shall be conditioned upon
such Holders participation in the underwriting arrangements required by this subsection

The Company shall together with all Holders proposing to distribute their securities through such underwriting
enter into an underwriting agreement in customary form with the managing underwriter The managing underwriter shall be selected by the Company
and shall be reasonably acceptable to the

Initiating
Holders Notwithstanding any other provision of this subsection of this Section if the

managing underwriter determines that marketing factors require limitation of the number of shares to be underwritten the managing underwriter may
limit the Registrable Securities to be distributed through such underwriting The Company shall so advise all Holders distributing their securities

through such underwriting of such limitation and the number of shares of Registrable Securities that may be included in the registration shall be

allocated among all Holders requesting to include Registrable Securities in such registration statement based on the pro rata percentage of Registrable

Securities held by such Holders To facilitate the allocation of shares in accordance with the above provisions the Company may round the number of

shares allocated to any Holder or Holders to the nearest 100 shares In no event shall the number of Registrable Securities underwritten in such

registration be limited unless and until all shares held by persons other than the holders of the Registrable Securities are completely excluded from such

offering

The limitation on the number of registrations under this subsection of this Section shall not apply to any
registration in which more than 50% of the Registrable Securities requested by Holders to be included in such registration are excluded pursuant to the

preceding paragraph
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If any Holder of Registrable Securities disapproves of the tenns of the underwriting such Holder may elect to

withdraw therefrom by written notice to the Company the managing underwriter and the other Holders participating in such registration statement The

Registrable Securities and/or other securities so withdrawn shall also be withdrawn from registration

Registration Procedures

In connection with the Companys registration obligations hereunder the Company shall

Not less than five Business Days prior to the filing of Registration Statement and not less than three Business Days

prior to the filing of any related Prospectus or any amendment or supplement thereto except for annual reports on Form 10-K quarterly reports on

Form l0-Q and current reports on Form 8-K and any similar or successor reports the Company shall furnish to the Holder copies of such Registration

Statement Prospectus or amendment or supplement thereto as proposed to be filed which documents will be subject to the review of such

Holder The Company shall permit single firm of counsel designated by the Holders of majority of the Registrable Securities covered by

Registration Statement to review such Registration Statement and all amendments and supplements thereto as well as all requests for acceleration or

effectiveness thereof and use conunercially reasonable best efforts to reflect in such documents any comments as such counsel may reasonably

propose and will not request acceleration of such Registration Statement without prior notice to such counsel The Company shall not file

Registration Statement or any related Prospectus or any amendments or supplements thereto to which the Holders of majority of the Registrable

Securities covered by such Registration Statement shall reasonably and timely object to in good faith

Except in circumstances contemplated by Sections 3c and below and as provided therein prepare and file with the

Commission such amendments including post-effective amendments and supplements to each Registration Statement and the Prospectus used in

connection therewith as may be necessary to keep such Registration Statement continuously effective as to the applicable Registrable Securities for its

Effectiveness Period and prepare and file with the Commission such Remainder Registration Statements in order to register for resale under the

Securities Act a1lof the Registrable Securities ii cause the related Prospectus to be amended or supplemented by any required Prospectus supplement

subject to the terms of this Agreement and as so supplemented or amended to be filed pursuant to Rule 424 iii respond as promptly as reasonably

practicable to any comments received from the Commission with respect to each Registration Statement or any amendment thereto and as promptly as

reasonably possible provide the Holders true and complete copies of all correspondence from and to the Commission relating to such Registration

Statement but except as agreed by Holder not any comments that would result in the disclosure to the Holders of material and non-public

information concerning the Company and iv comply with the provisions of the Securities Act and the Exchange Act with respect to the disposition of

all Registrable Securities covered by Registration Statement until such time as all of such Registrable Securities shall have been disposed of subject

to the terms of this Agreement in accordance with the intended methods of disposition by the Holders thereof as set forth in such Registration

Statement as so amended or in such Prospectus as so supplemented provided however that each Holder shall be responsible for the delivery of the

Prospectus to the Persons to whom such Holder sells any of the Shares including in accordance with Rule 172 under the Securities Act and each

Holder agrees that sales of Registrable Securities pursuant to Registration Statement shall be in compliance with the plan of distribution described in

the applicable Registration Statement and otherwise in compliance with applicable federal and state securities laws In the case of amendments attd

supplements to Registration Statement which are required to be filed pursuant to this Agreement including pursuant to this Section 3b by reason of

the Company filing report on Form 10-K Form l0-Q or Form 8-K or any analogous report under the Exchange Act the Company shall have

incorporated such report by reference into such Registration Statement if applicable or shall file such amendments or supplements with the

Commission on the same day on which the Exchange Act report which created the requirement for the Company to amend or supplement such

Registration Statement was filed
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Notifr the Holders which notice shall pursuant to clauses iii through hereof be accompanied by an instruction to

suspend the use of the Prospectus until the requisite changes have been made as promptly as reasonably possible and in the case of iA below not

less than three Business Days prior to such filing in the case of iii and iv below not more than one Business Day after such issuance or

receipt and in the case of below not less than one Business Day after detennination by the Company that the financial statements in any

Registration Statement have become ineligible for inclusion therein and if requested by any such Person confirm such notice in writing no later than

one Business Day following the day iA when Prospectus or any Prospectus supplement or post-effective amendment to Registration Statement is

proposed to be filed when the Commission notifies the Company whether there will be review of such Registration Statement and whenever

the Commission comments in writing on any Registration Statement in which case the Company shall provide to each of the Holders true and

complete copies of all comments that pertain to the Holders as Selling Stockholder or to the Plan of Distribution and all written responses

thereto but not information that the Company believes would constitute material and non-public information and with respect to each

Registration Statement or any post-effective amendment when the same has become effective ii of any request by the Commission or any other

Federal or state governmental authority for amendments or supplements to Registration Statement or Prospectus or for additional information that

pertains to the Holders as Selling Stockholders or the Plan of Distribution iii of the issuance by the Commission or any other federal or state

governmental authority of any stop order suspending the effectiveness of Registration Statement covering any or all of the Registrable Securities or

the initiation of any Proceedings for that purpose iv of the receipt by the Company of any notification with respect to the suspension of the

qualification or exemption from qualification of any of the Registrable Securities for sale in any jurisdiction or the initiation or threatening of any

Proceeding for such purpose and of the occun-ence of any event or passage of time that makes the financial statements included in Registration

Statement ineligible for inclusion therein or any statement made in such Registration Statement or Prospectus or any document incorporated or deemed

to be incorporated therein by reference untrue in any material respect or that requires any revisions to such Registration Statement Prospectus or other

documents so that in the case of such Registration Statement or the Prospectus as the case may be it will not contain any untrue statement of

material fact or omit to state any material fact required to be stated therein or necessaiy to make the statements therein in the case of any Prospectus

form of prospectus or supplement thereto in light of the circumstances under which they were made not misleading provided that any and all of such

information shall remain confidential to each Holder until such information otherwise becomes public other than disclosure to Holders managers

employees agents affiliates accountants attorneys and advisors provided such other party agrees to maintain the confidentiality of such information

unless disclosure by Holder is required by law provided further that notwithstanding each Holders agreement to keep such information

confidential the Holders make no acknowledgement that any such information is material non-public information

Use commercially reasonable best efforts to avoid the issuance of or if issued obtain the withdrawal of any order

suspending the effectiveness of Registration Statement or ii any suspension of the qualification or exemption from qualification of any of the

Registrable Securities for sale in any jurisdiction as soon as practicable

If requested by Holder furnish to such Holder without charge at least one conformed copy of each Registration Statement

and each amendment thereto and all exhibits to the extent requested by such Holder including those previously furnished or incorporated by reference

promptly after the filing of such documents with the Commission provided that the Company shall have no obligation to provide any document

pursuant to this clause that is available on the Commissions EDGAR or similar system
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Prior to any resale of Registrable Securities by Holder register or qualify or cooperate with the selling Holders in

connection with the registration or qualification unless an exemption from registration and qualification applies the Registrable Securities for offer

and sale under the securities or blue sky laws of such jurisdictions within the United States as any Holder reasonably requests in writing to keep
each such registration or qualification or exemption therefrom effective during any Effectiveness Period and to do any and all other acts or things

reasonably necessary to enable the disposition in such jurisdictions of the Registrable Securities covered by the Registration Statements provided that

the Company shall not be required to qualify generally to do business in any jurisdiction where it is not then so qualified or to take any action that

would subject the Company to general service of process in any jurisdiction where it is not then so subject or subject the Company to any material tax

in any such jurisdiction where it is not then so subject

If requested by the Holders cooperate with the Holders to facilitate the timely preparation and delivery of certificates

representing Registrable Securities to be delivered to transferee pursuant to any Registration Statement which certificates shall be free to the extent

permitted by the Purchase Agreement and under law of all restrictive legends and to enable such Registrable Securities to be in such denominations

and registered in such names as any such Holders may reasonably request

Following the occurrence of any event contemplated by Section 3ciii through as promptly as reasonably practicable

prepare supplement or amendment including post-effective amendment to the affected Registration Statements or supplement to the related

Prospectus or any document incorporated or deemed to be incorporated therein by reference and file any other required document so that as thereafter

delivered no Registration Statement nor any Prospectus will contain an untrue statement of material fact or omit to state material fact required to be

stated therein or necessary to make the statements therein in the case of any Prospectus form of prospectus or supplement thereto in
light

of the

circumstances under which they were made not misleading

In the time and maimer required by the Principal Trading Market prepare and file with such Principal Trading Market an

additional shares listing application covering all of the Registrable Securities ii use commercially reasonable best efforts to take all steps necessary to

cause such Registrable Securities to be approved for
listing on the Principal Trading Market as soon as possible thereafter iii if requested by any

Holder provide such Holder evidence of such listing and iv during each Effectiveness Period use commercially reasonable best efforts to maintain

the listing of such Registrable Securities on the Principal Trading Market

In order to enable the Holders to sell Shares under Rule 144 for period commencing on the date hereof until five years

after the date hereof the Company covenants to timely file or obtain extensions in respect thereof and file within the applicable grace period all

reports required to be filed by the Company after the date hereof pursuant to Section 13a or 15d of the Exchange Act During such period if the

Company is not required to file reports pursuant to Section 13a or 15d of the Exchange Act it will prepare and furnish to the Holders and make

publicly available in accordance with Rule 144c promulgated under the Securities Act annual and quarterly financial statements together with

discussion and analysis of such financial statements in form and substance substantially similar to those that would otherwise be required to be

included in reports required by Section 13a or 15d of the Exchange Act as well as any other information required thereby in the time period that

such
filings

would have been required to have been made under the Exchange Act The Company further covenants that it will take such further action

as any Holder may reasonably request all to the extent required from time to time to enable such Person to sell Shares without registration under the

Securities Act within the limitation of the exemptions provided by Rule 144 promulgated under the Securities Act The Company agrees to furnish to

the Holders so long as the Holders own Registrable Securities promptly upon request written statement by the Company that it has complied with

the reporting requirements of the Securities Act and the Exchange Act as required for applicable provisions of Rule 144 ii copy of the most recent

annual or quarterly report of the Company and such other reports and documents so filed by the Company and iii such other information as may be

reasonably requested to permit the Holders to sell such securities pursuant to Rule 144 without registration
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The Company may require each selling Holder to furnish to the Company certified statement as to the number of shares

of Common Stock beneficially owned by such Holder and any Affiliate thereof ii any FINRA affiliations required to be disclosed in Registration

Statement or with respect to offerings thereof iii if required by the Commission any natural persons who have the power to vote or dispose of the

Common Stock and iv any other information as may be requested by the Commission FINRA or any state securities commission During any periods

that the Company is unable to meet its obligations hereunder with respect to the registration of Registrable Securities because any Holder fails to

furnish such information within three Business Days of the Companys request any Event that may otherwise occur solely because of such delay

shall be suspended as to such Holder only until such information is delivered to the Company

The Company shall hold in confidence and not make any disclosure of information concerning Holder provided to the

Company unless disclosure of such information is reasonably believed to be necessary to comply with federal or state securities laws or the rules of

any securities exchange or trading market on which the Companys securities are then listed or traded ii the disclosure of such information is

reasonably believed to be necessary to avoid or correct misstatement or omission in any Registration Statement iii the release of such information

is ordered pursuant to subpoena or other order from court or governmental body of competent jurisdiction or iv such information has been made

generally available to the public other than by disclosure in violation of this or any other agreement The Company agrees that it shall upon learning

that disclosure of such information concerning Holder is sought in or by court or governmental body of competent jurisdiction or through other

means give prompt notice to such Holder prior to making such disclosure and allow such Holder at its expense to undertake appropriate action to

prevent disclosure of or to obtain protective order for such information

The Company shall cooperate with each Holder who holds Registrable Securities being offered and the managing

underwriter or underwriters as reasonably requested by them with respect to an applicable Registration Statement if any to facilitate the timely

preparation and delivery of certificates not bearing any restrictive legends representing Registrable Securities to be offered pursuant to such

Registration Statement and enable such certificates to be in such denominations or amounts as the case may be as the managing underwriter or

underwriters if any or Holder may reasonably request and registered in such names as the managing underwriter or underwriters if any or Holder

may request and within three Business Days after Registration Statement which includes Registrable Securities is ordered effective by the

Commission the Company shall deliver and shall cause legal counsel selected by the Company to deliver to the transfer agent for the Registrable

Securities with copies to each Holder an appropriate instruction and an opinion of such counsel in the form required by the transfer agent in order to

issue such Registrable Securities free of restrictive legends upon the resale of such Registrable Securities pursuant to such Registration Statement

At the reasonable request of Holder the Company shall prepare and file with the Commission such amendments including

post-effective amendments and supplements to Registration Statement and any prospectus used in connection with the Registration Statement as

may be necessary in order to change the plan of distribution set forth in such Registration Statement The Company shall take all other reasonable

actions necessary to expedite and facilitate disposition by the Holders of Registrable Securities pursuant to Registration Statement
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The Company shall use commercially reasonable best efforts to comply with all applicable laws related to Registration

Statement and offering and sale of securities and all applicable rules and regulations of governmental authorities in connection therewith including

without limitation the Securities Act and the Exchange Act and the rules and regulations promulgated by the Commission

If required by the FINRA Corporate Financing Department or any similar entity the Company shall promptly effect filing

with FINRA pursuant to FINRA Rule 5110 with respect to the public offering contemplated by resales of securities under the Registration Statement

an Issuer Filing and pay the filing fee required by such Issuer Filing The Company shall use commercially reasonable best efforts to pursue the

Issuer Filing until FINRA issues letter confirming that it does not object to the terms of the offering contemplated by the Registration Statement

Holder Covenants

SusDension of Trading At any time after the Registrable Securities are covered by an effective Registration Statement the

Company may deliver to the Holders of such Registrable Securities certificate the Suspension Certificate approved by the Chief Executive

Officer or Chief Financial Officer of the Company and signed by an officer of the Company stating that sales of Registrable Securities under the

applicable Registration Statement would

materially interfere with the consummation of any transaction that would require the Company to prepare financial

statements under the Securities Act that the Company would otherwise not be required to prepare in order to comply with its obligations under the

Exchange Act or

require public disclosure of material transaction or event prior to the time such disclosure might otherwise be

required

Upon receipt of Suspension Certificate by Holders of Registrable Securities such Holders of Registrable Securities shall refrain

from selling or otherwise transferring or disposing of any Registrable Securities then held by such Holders pursuant to Registration Statement for

specified period of time Suspension Period that is customary under the circumstances not to exceed ten 10 Trading Days Notwithstanding the

foregoing sentence the Company shall be permitted to cause Holders of Registrable Securities to so refrain from selling or otherwise transferring or

disposing of any Registrable Securities pursuant to Registration Statement on only two occasions during each six consecutive month period

that such Registration Statement remains effective The Company may impose stop transfer instructions to enforce any required agreement of the

Holders under this Section 4a

Discontinued Disposition Each Holder agrees by its acquisition of Registrable Securities that upon receipt of notice from

the Company of the occurrence of any event of the kind described in Section 3ciii-v such Holder will forthwith discontinue disposition of such

Registrable Securities under the applicable Registration Statement until it is advised in writing the Advice by the Company that the use of the

applicable Prospectus as it may have been supplemented or amended may be resumed The Company may provide appropriate stop orders to enforce

the provisions of this Section 4b The Company will use its commercially reasonable best efforts to ensure that the use of the Prospectus may be

resumed as promptly as is practicable
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Registration Expenses All fees and expenses incident to the Companys performance of or compliance with its obligations under this

Agreement shall be borne by the Company whether or not any Registrable Securities are sold pursuant to Registration Statement The fees and

expenses to be borne by the Company referred to in the foregoing sentence shall include without limitation all registration and
filing

fees

including without limitation fees and expenses with respect to
filings required to be made with any Principal Trading Market on which the

Common Stock of the Company is then listed for trading with respect to compliance with applicable state securities or blue sky laws including

without limitation fees and disbursements of counsel for the Company in connection with blue sky qualifications or exemptions of the Registrable

Securities and determination of the eligibility
of the Registrable Securities for investment under the laws of such jurisdictions as requested by the

Holders and with respect to any filing that may be required to be made by any broker through which Holder intends to make sales of Registrable

Securities with FINRA pursuant to FINRA Rule 5110 or similar rules ii printing expenses including withOut limitation expenses of printing

certificates for Registrable Securities and of printing prospectuses if the printing of prospectuses is reasonably requested by the Holders of majority

of the Registrable Securities included in the applicable Registration Statement iii messenger telephone and delivery expenses iv fees and

disbursements of counsel for the Company reasonable fees and disbursements of one counsel selected by the Holders of majority of the

Registrable Securitiesthen being registered such fees and disbursements not to exceed $100000 with respect to registration statement pursuant to

subsection of Section of this Agreement $40000 with respect to the Initial Registration Statement and $20000 with respect to any other

Registration Statement filed pursuant to this Agreement vi Securities Act liability insurance if the Company so desires such insurance and vii

fees and expenses of all other Persons retained by the Company in connection with the consummation of the transactions contemplated by this

Agreement including but not limited to fees and expenses of the Companys independent registered public accounting firm In addition the Company

shall be responsible for all of its internal expenses incurred in connection with the consummation of the transactions contemplated by this Agreement

including without limitation all salaries and expenses of its officers and employees performing legal or accounting duties the expense of any annual

audit and the fees and expenses incurred in connection with the listing of the Registrable Securities on any securities exchange as required hereunder

In no event shall the Company be responsible for any underwriting broker or similar fees or commissions of any Holder or except to the extent

provided above or otherwise in any Transaction Document any legal fees or other costs of the Holders
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Indemnification

Indemnification by the Comnany The Company shall notwithstanding any termination of this Agreement indemnify
defend and hold harmless each Holder the officers directors agents partners members managers stockholders Affiliates and employees of each of

them each Person who controls any such Holder within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act and the

officers directors partners members managers stockholders agents and employees of each such controlling Person to the fullest extent permitted by

applicable law from and against any and all losses claims damages liabilities costs including without limitation reasonable costs of preparation

and investigation and reasonable attorneys fees and expenses each Loss and collectively Losses as incurred that arise out of or are based

upon any untrue statement or alleged untrue statement of material fact in Registration Statement or the omission or alleged omission to state

therein material fact required to be stated or necessary to make the statements therein not misleading ii any untrue statement or alleged untrue

statement of material fact contained in any preliminary Prospectus if used prior to the effective date of such Registration Statement or contained in

the final Prospectus as amended or supplemented if the Company files any amendment thereof or supplement thereto with the Commission or the

omission or alleged omission to state therein any material fact necessary to make the statements made therein in
light

of the circumstances under

which the statements therein were made not misleading or iii any violation or alleged violation by the Company of the Securities Act the Exchange

Act any state securities law any blue sky laws of any jurisdiction in which Registrable Securities are offered or any rule or regulation thereunder

relating to the offer or sale of the Registrable Securities the matters in the foregoing clauses through iii being collectively Violations except

to the extent but only to the extent that such untrue statements alleged untrue statements omissions or alleged omissions are based upon
information regarding such Holder furnished in writing to the Company by such Holder expressly for use therein or to the extent that such information

relates to such Holder or such Holders proposed method of distribution of Registrable Securities and was reviewed and approved by such Holder

expressly for use in the applicable Registration Statement such Prospectus or such form of Prospectus or in any amendment or supplement thereto or

in the case of an occurrence of an event of the type specified in Section 3ciii-v related to the use by Holder of an outdated or defective

Prospectus in transaction the order for which was placed after the Company has notified such Holder in writing that the Prospectus is outdated or

defective and prior to the receipt by such Holder of the Advice but only if and to the extent that following the receipt of Advice the misstatement or

omission giving rise to such Loss would have been corrected The Company shall notify the Holders promptly of the institution threat or assertion of

any Proceeding arising from or in connection with the transactions contemplated by this Agreement of which the Company is aware Such indemnity

shall remain in full force and effect regardless of any investigation made by or on behalf of an Indemnified Party as defined in Section 6c and shall

survive the transfer of the Registrable Securities by the Holders

Indemnification by Holders Each Holder shall notwithstanding any termination of this Agreement severally and not jointly

indemnify and hold harmless the Company its directors officers agents and employees each Person who controls the Company within the meaning
of Section 15 of the Securities Act and Section 20 of the Exchange Act and the directors officers agents or employees of such controlling Persons to

the fullest extent permitted by applicable law from and against all Losses as incurred arising out of or are based upon any untrue or alleged untrue

statement of material fact contained in any Registration Statement any Prospectus or any form of prospectus or in any amendment or supplement

thereto or in any preliminary prospectus or arising out of or relating to any omission or alleged omission of material fact required to be stated therein

or necessary to make the statements therein in the case of any Prospectus or any form of prospectus or supplement thereto in light of the

circumstances under which they were made not misleading to the extent but only to the extent that such untrue statements or omissions are based

solely upon information regarding such Holder furnished in writing to the Company by such Holder expressly for use therein ii to the extent that

such information relates to such Holder or such Holders proposed method of distribution of Registrable Securities and was reviewed and approved by

such Holder expressly for use in the applicable Registration Statement such Prospectus or such form of Prospectus or in any amendment or supplement
thereto or iii in the case of an occurrence of an event of the type specified in Section 3ciii-v to the extent related to the use by such Holder of an

outdated or defective Prospectus after the Company has notified such Holder in writing that the Prospectus is outdated or defective and prior to the

receipt by such Holder of the Advice In no event shall the
liability

of any selling
Holder hereunder be greater in amount than the dollar amount of the

net proceeds received by such Holder upon the sale of the Registrable Securities giving rise to such indemnification obligation
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Conduct of Indemnification Proceedings If any Proceeding shall be brought or asserted against any Person entitled to

indemnity hereunder an Indemnfled Party such Indemnified Party shall promptly notify the Person from whom indemnity is sought the

Indemrnjying Party in writing and the Indemnifying Party shall have the right to assume the defense thereof including the employment of counsel

reasonably satisfactory to the Indemnified Party and the payment of all reasonable fees and expenses incurred in connection with defense thereof

provided that the failure of any Indemnified Party to give such notice shall not relieve the Indemnifying Party of its obligations or liabilities pursuant

to this Agreement except and only to the extent that such failure shall have materially and adversely prejudiced the Indemnifying Party

An Indemnified Party shall have the right to employ separate counsel in any such Proceeding and to participate in the defense thereof but the

fees and expenses of such counsel shall be at the expense of such Indemnified Party or Parties unless the Indemnifying Party has agreed in writing

to pay such fees and expenses the Indemnifying Party shall have failed promptly to assume the defense of such Proceeding and to employ counsel

reasonably satisfactory to such Indemnified Party in any such Proceeding or the named parties to any such Proceeding including any impleaded

parties include both such Indemnified Party and the Indemnifying Party and such Indemnified Party shall have been advised by counsel that conflict

of interest exists or may arise if the same counsel were to represent such Indemnified Party and the Indemnifying Party in which case if such

Indemnified Party notifies the Indemnifying Party in writing that it elects to employ separate counsel at the expense of the Indemnifying Party the

Indemnifying Party shall not have the right to assume the defense thereof and such counsel shall be at the expense of the Indemnifying Party provided

that the Indemnifying Party shall not be liable for the fees and expenses of more than one separate firm of attorneys at any time for all Indemnified

Parties except to the extent that an Indemnified Party shall have been advised by counsel that conflict of interest exists or may arise if the same

counsel were to represent such Indemnified Party and another Indemnified Party The Indemnifying Party shall not be liable for any settlement of any

such Proceeding effected without its written consent which consent shall not be unreasonably withheld delayed or conditioned No Indemnifying

Party shall without the prior written consent of the Indemnified Party effect any settlement of any pending Proceeding in respect of which any

Indemnified Party is party unless such settlement includes an unconditional release of such Indemnified Party from all liability on claims that are the

subject matter of such Proceeding

Subject to the terms of this Agreement all fees and expenses of the Indemnified Party including reasonable fees and expenses to the extent

incurred in connection with investigating or preparing to defend such Proceeding in manner not inconsistent with this Section shall be paid to the

Indemnified Party as incurred within twenty 20 Business Days of written notice thereof to the Indemnifying Party provided that the Indemnified

Party shall promptly reimburse the Indemnifying Party for that portion of such fees and expenses applicable to such actions for which such Indemnified

Party is finally judicially determined to not be entitled to indemnification hereunder The failure to deliver written notice to the Indemnifying Party

within reasonable time of the commencement of any such action shall not relieve such Indemnifying Party of any liability to the Indemnified Party

under this Section except to the extent that the Indemnifying Party is prejudiced in its
ability

to defend such action
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Contribution If claim for indemnification under Section 6a or 6b is unavailable to an Indemnified Party by reason of

public policy or otherwise then each Indemnifying Party in lieu of indemnifying such Indemnified Party shall contribute to the amount paid or

payable by such Indemnified Party as result of such Losses in such proportion as is appropriate to reflect the relative fault of the Indemnifying Party

and Indemnified Party in connection with the actions statements or omissions that resulted in such Losses as well as any other relevant equitable

considerations The relative fault of such Indemnifying Party and Indemnified Party shall be determined by reference to among other things whether

any action in question including any untrue or alleged untrue statement of material fact or omission or alleged omission of material fact has been

taken or made by or relates to information supplied by such Indemnifying Party or Indemnified Party and the parties relative intent knowledge

access to information and opportunity to correct or prevent such action statement or omission The amount paid or payable by party as result of

any Losses shall be deemed to include subject to the limitations set forth in this Agreement any reasonable attorneys or other reasonable fees or

expenses incurred by such party in connection with any Proceeding to the extent such party would have been indemnified for such fees or expenses if

the indemnification provided for in this Section was available to such party in accordance with its terms

The parties hereto agree that it would not be just and equitable if contribution pursuant to this Section 6d were determined by pro rata

allocation or by any other method of allocation that does not take into account the equitable considerations referred to in the immediately preceding

paragraph Notwithstanding the provisions of this Section 6d no Holder shall be required to contribute in the aggregate any amount in excess of

the amount by which the net proceeds actually received by such Holder from the sale of the Registrable Securities subject to the Proceeding exceeds

the amount of any damages that such Holder has otherwise been required to pay by reason of such untrue or alleged untrue statement or omission or

alleged omission and no contribution will be made under circumstances where the maker of such contribution would not have been required to

indemnify the Indemnified Party under the fault standards set forth in this Section No person guilty of fraudulent misrepresentation within the

meaning of Section 11f of the Securities Act shall be entitled to contribution from any Person who was not guilty of such fraudulent

misrepresentation

The indemnity and contribution agreements contained in this Section are in addition to any liability that the Indemnifying Parties may have to

the Indemnified Parties and are not in diminution or limitation of the indemnification provisions under the Purchase Agreement

Other Agreements

Preemptive Rights

Commencing from and after the First Unit Closing and for so long as at least 250000 Unit Shares remain

outstanding and subject to applicable securities laws each Investor that holds Unit Shares shall have right of first refusal to purchase its Pro Rata

Share of all Common Stock Equivalents that the Company may from time to time propose to sell and issue other than Excluded Securities Each

Investors Pro Rata Share is equal to the ratio of the number of outstanding Unit Shares of which such Investor is beneficial owner

immediately prior to the issuance of such Common Stock Equivalents to the total number of outstanding shares of Capital Stock of the Company

immediately prior to the issuance of the Common Stock Equivalents
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If the Company proposes to issue any Common Stock Equivalents it shall give each Investor known to the

Company to continue to beneficially own Unit Shares written notice of its intention describing the Common Stock Equivalents the price and the terms

and conditions upon which the Company proposes to issue the same the Company Notice Each Investor shall have ten 10 Business Days from

the giving of the Company Notice to agree to purchase its Pro Rata Share of the Common Stock Equivalents except as provided above for the price

and upon the terms and conditions specified in the Company Notice by giving written notice to the Company and stating therein the quantity of Unit

Shares beneficially owned by such Investor and the quantity of Common Stock Equivalents elected to be purchased up to its Pro Rata

Share Notwithstanding the foregoing the Company shall not be required to offer or sell such Common Stock Equivalents to any Investor who would

cause the Company to be in violation of applicable federal securities laws by virtue of such offer or sale

If not all of the Purchasers elect to purchase their Pro Rata Share of the available Common Stock Equivalents then

the Company shall promptly notify in writing the Purchasers who do so elect and shall offer such Purchasers the right to acquire on pro rata basis

such non-participating Purchaser or Purchasers Pro Rata Shares Each such Purchaser shall have five Business Days after receipt of such notice

to notify the Company of its election to purchase all or portion of the unsubscribed shares The Company shall have sixty 60 days thereafter to sell

the Common Stock Equivalents in respect of which the Investors rights were not exercised at price not lower and upon general terms and conditions

not materially more favorable to the purchasers thereof than specified in the Companys Notice If the Company has not sold such Common Stock

Equivalents within such sixty 60 day period the Company shall not thereafter issue or sell any Common Stock Equivalents without first offering

such securities to the Itivestors in the manner provided above

Board of Directors

From and after the First Unit Closing subject to Section 7b2 and 7b6 below the Company shall take all

appropriate action to establish and maintain the size of the Board at eight members three of which shall be designated in writing by the

Investors holding majority-in-interest of the then outstanding Registrable Securities the Majority Investors to be nominated by the Company to

serve as member of the Board each an Investor Designee Alta BioPharma Partners III L.P Alta Partners Bay City Capital L.P Bay City

Capital and New Enterprise Associates NEA together with their respective affiliates shall each have the right to designate one such Investor

Designee From and after the First Unit Closing Nextech Venture together with its affiliates Nextech will be entitled to designate an observer to

attend each meeting or meetings of the Board subject to customary limitations
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Subject to Section 7b6 below from and after the earlier to occur of the Second Unit Closing ii the

Common Equity Closing and iii the closing of an Alternative Common Stock Financing in which the Investors exercise preemptive rights pursuant to

the terms of this Agreement and as result beneficially own greater than majority of the Companys voting stock as of such closing the Company
shall take all appropriate action to promptly establish and maintain the size of the Board at nine members five of which shall be Investor

Designees and nominated in accordance with the provisions of this Section 7b AIta Partners Bay City Capital NEA and Nextech together with

their respective affiliates shall each have the right to designate one such Investor Designee On or prior to January 20 of each year in which the

Majority Investors have rights pursuant to this Section 7b assuming the Company has made request therefor at least five Trading Days prior

thereto and within five Trading Days of the request by the Company in connection with the preparation of proxy statement with respect to the

election of members of the Board or vacancy created on the Board by the resignation death or disability of an Investor Designee or the failure of an

Investor Designee to be elected at meeting of the Company at any time at which the Majority Investors have rights pursuant to this Section 7b each

Investor shall notify the Company of the number of voting shares of the Companys capital stock beneficially owned by such Investor as of date

within five Trading Days of the delivery of such notice

The Company including any appropriate committee thereof shall nominate the Investor Designees for election in

case of the initial election of an Investor Designee or re-election including in the case of the end of the term of an Investor Designee as applicable

as director of the Company as part of the slate proposed by the Company that is included in the proxy statement or consent solicitation or similar

document of the Company relating to the election of its directors and shall provide the same level of support for each Investor Designee as it provides

to other members of the Board or other persons standing for election as director of the Company as part of slate proposed by the Company subject

to Section 7b6 below In the event that vacancy is created on the Board at any time by the resignation death or disability of an Investor Designee

or the failure of an Investor Designee to be elected at meeting of the Company majority of the Investor Designees may designate another person as

Investor Designee to fill the vacancy created thereby and the Company hereby agrees to take at any time and from time to time all actions necessary

to fill the vacancy as provided in the foregoing subject to Section 7b6 below

The Company shall provide each Investor Designee with all notices minutes consents and other materials

financial or otherwise which the Company provides to the other members of the Board and committees thereof in their capacity as such Subject to

Section 7b6 below an Investor Designee shall be member of each committee of the Board and Investor Designees shall represent majority of

the Compensation Committee of the Board which shall consist of no more than three members subject to applicable law and the rules and

regulations of the Commission and the Principal Trading Market

The Company shall reimburse each Investor Designee for his or her out-of-pocket expenses incurred in connection

with his or her participation as member of the Board in manner consistent with the Companys policies for reimbursing such expenses of the

members of the Board In addition the Company shall pay each Investor Designee in his or her capacity as non-employee member of the Board the

same compensation as to which all non-employee members of the Board are entitled in their capacity as such subject to compliance with applicable

law The Company shall indemnify each Investor Designee to the same extent it indemnifies its other directors pursuant to its organizational documents

and applicable law
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Notwithstanding the foregoing at any time at which the Company is subject to the NASDAQ Voting Rights Rule

and Policy as currently set forth in NASDAQ Rule 4351 and IM-435l and applicable rules or any related or successor regulations or amendments

thereto the aggregate number of Investor Designees may be reduced in the sole discretion of the Company to the extent such reduction is required by

such policy rules and regulations In the event of any such reduction each of Alta Partners Bay City Capital and NEA shall retain its designation

right so long as at least three Investor Designees are permitted and such entity or its affiliates continue to beneficially own Shares and Alta

Partners Bay City Capital and NEA shall mutually determine the appropriate Investor Designees in the event that less than three Investor

Designees are permitted The number of Investor Designees that the Investors shall have the right to designate shall also be adjusted to the extent

otherwise required by applicable law and the rules and regulations of the Commission and the Principal Trading Market

Miscellaneous

Remedies In the event of breach by the Company or by an Investor of any of their obligations under this Agreement each

Investor or the Company as the case may be in addition to being entitled to exercise all rights granted by law and under this Agreement including

recovery of damages will be entitled to specific performance of its
rights

under this Agreement The Company and each Investor agree that monetary

damages would not provide adequate compensation for any losses incurred by reason of breach by it of any of the provisions of this Agreement and

hereby further agrees that in the event of any action for specific performance in respect of such breach it shall waive the defense that remedy at law

would be adequate

Entire Agreement This Agreement is intended by the parties as final expression of their agreement and intended to be

complete and exclusive statement of the agreement and understanding of the parties hereto in respect of the subject matter contained herein This

Agreement supersedes all prior agreements and understandings between the parties with respect to such subject matter except for and as provided in

the Transaction Documents

Amendments and Waivers The provisions of Sections through and of this Agreement including definitions in Section

with respect to such sections may not be amended modified supplemented or waived unless the same shall be in writing and signed by the

Company and the Majority Investors The provisions of Section 7a of this Agreement including the definitions in Section and the provisions of

this sentence with respect to such section may not be amended modified supplemented or waived unless the same shall be in writing and signed by

the Company and the Investors holding majority-in-interest of the Registrable Securities to which such amendment modification supplement or

waiver relates The provisions of Section 7b of this Agreement including the definitions in Section and the provisions of this sentence with respect

to such section may not be amended modified supplemented or waived unless the same shall be in writing and signed by the Company the Majority

Investors Alta Partners Bay City Capital NEA and Nextech Notwithstanding the foregoing waiver or consent to depart from the provisions hereof

with respect to matter that relates exclusively to the
rights

of Holders and that does not directly or indirectly affect the rights of other Holders may be

given by all Holders to which such waiver or consent relates provided however that the provisions of this sentence may not be amended modified or

supplemented except in accordance with the provisions of the first sentence of this Section 8c Each Holder acknowledges that except with respect to

Sections 7a and 7b of this Agreement which require the consent of the Investors holding majority-in-interest of the Registrable Securities to

which an amendment modification supplement or waiver relates and the consent of Majority Investors Alta Partners Bay City Capital NEA and

Nextech respectively to bind all of the Investors including the definitions in Section and the provisions of this section with respect to such sections

the Majority Investors have the power to bind all of the Investors
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The registration rights provided to the Holders of Registrable Securities hereunder and the Companys obligation to

keep the Registration Statements effective shall terminate at such time as there are no Registrable Securities Notwithstanding the foregoing Section

Section Section and Section shall survive the termination of this Agreement

Notices Any and all notices or other communications or deliveries required or permitted to be provided hereunder shall be

delivered as set forth in the Purchase Agreement

Successors and Assigns This Agreement shall inure to the benefit of and be binding upon the successors and permitted

assigns of each of the parties and shall inure to the benefit of each Investor Nothing in this Agreement express or implied is intended to confer upon

any party other than the parties hereto or their respective successors and assigns any rights remedies obligations or liabilities under or by reason of

this Agreement except as expressly provided in this Agreement The Company may not assign its rights or obligations under Sections through

hereof without the prior written consent of the Majority Investors The Company may not assign its rights or obligations under Section 7a of this

Agreement including the definitions in Section and the provisions of this sentence with respect to such section without the prior written consent of

majority of the Investors with rights under such Section The Company may not assign its rights or obligations under Section 7b of this Agreement

including the definitions in Section and the provisions of this sentence with respect to such section without the prior written consent of the Majority

Investors and each of Alta Partners Bay City Capital NEA and Nextech The rights of the Investors hereunder including the right to have the

Company register Registrable Securities pursuant to this Agreement may be assigned by each Investor to transferees or assignees of all or any portion

of the Registrable Securities but only if the Investor agrees in writing with the transferee or assignee to assign such rights and related obligations

under this Agreement and for the trartsferee or assignee to assume such obligations and copy of such agreement is furnished to the Company within

reasonable time after such assignment ii the Company is within reasonable time after such transfer or assignment furnished with written notice

of the name and address of such transferee or assignee and the securities with respect to which such registration rights are being transferred or assigned

iii at or before the time the Company received the written notice contemplated by clause ii of this sentence the transferee or assignee agrees in

writing with the Company to be bound by all of the provisions contained herein and iv the transferee is an accredited investor as that term is

defined in Rule 501 of Regulation

Execution and Counterparts This Agreement may be executed in any number of counterparts each of which when so

executed shall be deemed to be an original and all of which taken together shall constitute one and the same Agreement and shall become effective

when counterparts have been signed by each party and delivered to the other party it being understood that both parties need not sign the same

counterpart In the event that any signature is delivered by facsimile transmission or by e-mail deliveiy of .pdf format data file such signature shall

create valid and binding obligation of the party executing or on whose behalf such signature is executed with the same force and effect as if such

facsimile or .pdf signature were the original thereof

Governing Law All questions concerning the construction validity enforcement and interpretation of this Agreement shall

be determined in accordance with the provisions of the Purchase Agreement

Cumulative Remedies The remedies provided herein are cumulative and not exclusive of any remedies provided by law
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Severability If any term provision covenant or restriction of this Agreement is held by court of competent jundiction to be

invalid illegal void or unenforceable the remainder of the terms provisions covenants and restrictions set forth herein shall remain in full force and

effect and shall in no way be affected impaired or invalidated and the parties hereto shall use their reasonable efforts to find and employ an alternative

means to achieve the same or substantially the same result as that contemplated by such term provision covenant or restriction It is hereby stipulated

and declared to be the intention of the parties that they would have executed the remaining terms provisions covenants and restrictions without

including any of such that may be hereafter delàred invalid illegal void or unenforceable

Headings The headings in this Agreement are for convenience of reference only and shall not limit or otherwise affect the

meaning hereof

Currency Unless otherwise indicated all dollar amounts referred to in this Agreement are in United States Dollars All

amounts owing under this Agreement are in United States Dollars All amounts denominated in other currencies shall be converted in the United

States Dollar equivalent amount in accordance with the applicable exchange rate in effect on the date of calculation

Further Assurances The parties shall execute and deliver all such further instruments and documents and take all such other

actions as may reasonably be required to carry out the transactions contemplated hereby and to evidence the fulfillment of the agreements herein

contained
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IN WITNESS WHEREOF each of the parties has executed this Investor Rights Agreement as of the date first written above

SUNESIS PHARMACEUTICALS INC

By ____________________________________
Name Daniel Swisher Jr

Title President and Chief Executive Officer
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IN WITNESS WHEREOF each of the parties has executed this Investor Rights Agreement as of the date first written above

NAME OF INVESTOR

AUTHORIZED SIGNATORY

By ___________________________________________
Name
Title

ADDRESS FOR NOTICE

do ______________________________________________________

Street
_______________________________________________________

City/State/Zip _______________________________________

Attention
________________________________________

Tel
______________________________________________________

Fax _________________________________________

Email
________________________________________________
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Annex

SELLING STOCKHOLDER NOTICE AND QUESTIONNAIRE

The undersigned holder of shares of common stock warrants to purchase shares of common stock and/or preferred stock convertible into shares

of the common stock par value $0.0001 per share of Sunesis Pharmaceuticals Inc Delaware corporation the Company issued pursuant to that

certain Securities Purchase Agreement by and among the Company and the Purchasers as defined therein dated as of March 31 2009 the Purchase

Agreement understands that the Company intends to file with the Commission registration statement on Form S-3 except if the Company is

ineligible to register for resale the Registrable Securities on Form S-3 in which case such registration shall be on registration statement on Form S-i

the Resale Registration Statement for the registration and the resale under Rule 415 of the Securities Act of Registrable Securities in accordance

with the terms of that certain Investor Rights Agreement dated as of April 2009 by and among the Company and the Investors as defined therein to

which this Notice and Questionnaire is attached as Annex the Agreement All capitalized terms not otherwise defined herein shall have the

meanings ascribed thereto in the Agreement

In order to sell or otherwise dispose of any Registrable Securities pursuant to the Resale Registration Statement holder of Registrable

Securities generally will be required to be named as selling stockholder in the related prospectus or supplement thereto as so supplemented the

Prospectus deliver such Prospectus to purchasers of Registrable Securities including pursuant to Rule 172 under the Securities Act and be bound

by the provisions of the Agreement including certain indemnification provisions as described below Holders must complete and deliver this Notice

and Questionnaire in order to be named as selling stockholders in the Prospectus

Certain legal consequences arise from being named as selling stockholder in the Resale Registration Statement and the Prospectus Holders of

Registrable Securities are advised to consult their own securities law counsel regarding the consequences of being named or not named as selling

stockholder in the Resale Registration Statement and the Prospectus

NOTICE

The undersigned holder the Selling Stockholder of Registrable Securities hereby gives notice to the Company of its intention to sell or

otherwise dispose of Registrable Securities owned by it and listed below in Item unless otherwise specified in Item pursuant to the Resale

Registration Statement The undersigned by signing and returning this Notice and Questionnaire understands and agrees that it will be bound by the

terms and conditions of this Notice and Questionnaire and the Agreement

The undersigned hereby provides the following information to the Company and represents and warrants that such information is accurate and

complete
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QUESTIONNAIRE

Name

Full Legal Name of Selling Stockholder

Full Legal Name of Registered Holder if not the same as above through which Registrable Securities Listed in Item below are

held

Full Legal Name of Natural Control Person which means natural person who directly or indirectly alone or with others has power
to vote or dispose of the securities covered by this Notice and Questionnaire

Address for Notices to Selling Stockholder

TŁephone

Fax

Contact Person

E-mail Address of Contact Person

Beneficial Ownership of Registrable Securities Issuable Pursuant to the Purchase Agreement

Type and Number of Registrable Securities beneficially owned and issued pursuant to the Pufthase Agreement

Number of shares of common stock to be registered pursuant to this Notice and Questionnaire for resale
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Broker-Dealer Status

Are you broker-dealer

YesO NoD

If yes to Section 4a did you receive your Registrable Securities as compensation for investment banking services to the

Company

YesD NoD

Note If no the Commissions staff has indicated that you should be identified as an underwriter in the Registration Statement

Are you an affiliate of broker-dealer

YesD NoD

Note If yes provide narrative explanation below

If you are an affiliate of broker-dealer do you certif that you bought the Registrable Securities in the ordinary course of business

and at the time of the purchase of the Registrable Securities to be resold you had no agreements or understandings directly or

indirectly with any person to distribute the Registrable Securities

YesO NoD

Note If no the Commissions staff has indicated that you should be identified as an underwriter in the Registration Statement

Beneficial Ownership of Other Securities of the Company Owned by the Selling Stockholder

Except as set forth below in this Item the undersigned is not the beneficial or registered owner of any securities of the Company other than

the Registrable Securities listed above in Item

Type and amount of other securities beneficially owned

Relationships with the Company

Except as set forth below neither the undersigned nor any of its affiliates officers directors or principal equity holders owners of 5% of

more of the equity securities of the undersigned has held any position or office or has had any other material relationship with the Company

or its predecessors or affiliates during the past three years
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State any exceptions here

Plan of Distribution

The undersigned has reviewed the form of Plan of Distribution provided by the Company and hereby confirms that except as set forth below
the information contained therein regarding the undersigned and its plan of distribution is correct and complete

State anyexceptions here

The undersigned agrees to promptly notify the Company of any inaccuracies or changes in the information provided herein that may occur subsequent

to the date hereof and prior to the effective date of any applicable Resale Registration Statement All notices hereunder shall be made as provided in the

Agreement In the absence of any such notification the Company shall be entitled to continue to rely on the accuracy of the information in this Notice

and Questionnaire

By signing below the undersigned consents to the disclosure of the information contained herein in its answers to Items through above and the

inclusion of such information in the Resale Registration Statement and the Prospectus The undersigned understands that such information will be

relied upon by the Company in connection with the preparation or amendment of any such Registration Statement and the Prospectus

By signing below the undersigned acknowledges that it understands its obligation to comply and agrees that it will comply with the provisions of the

Exchange Act and the rules and regulations thereunder particularly Regulation in connection with any offering of Registrable Securities pursuant to

the Resale Registration Statement The undersigned also acknowledges that it understands that the answers to this Notice and Questionnaire are

furnished for use in connection with Registration Statements filed pursuant to the Investor Rights Agreement and any amendments or supplements

thereto filed with the Commission pursuant to the Securities Act

The undersigned hereby acknowledges and is advised of the following Interpretation A.65 of the July 1997 SEC Manual of Publicly Available

Telephone Interpretations regarding short selling

An Issuer filed Form S-3 registration statement for secondary offering of common stock which is not yet effective One of the selling stockholders

wanted to do short sale of common stock against the box and cover the short sale with registered shares after the
effective date The issuer was

advised that the short sale could not be made before the registration statement becomes effective because the shares underlying the short sale are

deemed to be sold at the time such sale is made There would therefore be violation of Section the shares were effectively
sold prior to the

effective date
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By returning this Notice and Questionnaire the undersigned will be deemed to be aware of the foregoing interpretation

confirm that to the best of my knowledge and belief the foregoing statements including without limitation the answers to this Notice and

Questionnaire are correct

IN WITNESS WHEREOF the undersigned by authority duly given has caused this Questionnaire to be executed and delivered either in

person or by its duly authorized agent

Dated_____________________ Beneficial Owner
_____________________________________________________

By ____________________________________________
Name
Title

PLEASE FAX COPY OF THE COMPLETED AND EXECUTED NOTICE AND QUESTIONNAIRE AND RETURN THE ORIGINAL

BY OVERNIGHT MAIL TO

Cooley Godward Kromsh LLP

Five Palo Alto Square

3000 El Camino Real

Palo Alto California 94306-2155

Telephone No 650 843-5180

Facsimile No 650 849-7400

Attention Suzanne Sawochka Hooper
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EXHIBIT

STOCK CERTIFICATE QUESTIONNAIRE

Pursuant to Section 2.1c of the Agreement please provide us with the following information

The exact name that the Securities are to be registered in this is the

name that will appear on the stock certificates and warrants You

may use nominee name if appropriate
___________________________________

The relationship between the Purchaser of the Securities and the

Registered Holder listed in response to Item above

The mailing address telephone and telecopy number of the

Registered Holder listed in response to Item above

The Tax Identification Number or if an individual the Social Security

Number of the Registered Holder listed in response to Item above
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EXHIBIT E-1

FORM OF OPINION OF COMPANY COUNSEL

FIRST UNIT CLOSING AND SECOND UNIT CLOSING

The Company has been duly incorporated and is validly existing corporation in good standing under the laws of the State of Delaware

The Company has the requisite corporate power to own lease and operate its property and assets to conduct its business as described in the

SEC Reports and to execute and deliver the Financing Agreements and to perform its obligations thereunder to be performed at the Unit

Closing/Second Unit Closing including without limitation to issue sell and dclivcr the Units under the Purchase Agreement to issue the

Conversion Shares issuable upon conversion of the Preferred Stock and to issue the Warrant Shares issuable upon exercise of the Warrants

The Company is duly qualified to do business as foreign corporation and is in good standing under the laws of the State of California

All corporate action on the part of the Company necessary for the authorization execution and delivery of the Financing Agreements by the

Company the authorization sale issuance and delivery of the Securities and the performance by the Company of its obligations under the

Financing Agreements to be performed at the Unit Closing/Second Unit Closing has been taken

Each of the Financing Agreements has been duly and validly authorized executed and delivered by the Company and each such agreement

constitutes valid and binding agreement of the Company enforceable against the Company in accordance with its respective terms except

as enforceability may be limited by applicable bankruptcy insolvency fraudulent conveyance reorganization arrangement moratorium or

other similar laws affecting creditors rights generally and subject to general equity principles and to limitations on availability of equitable

relief including specific performance

The Companys authorized capital stock consists of one hundred million 100000000 shares of Common Stock par value $00001 per

share and five million 5000000 shares of Preferred Stock par value $00001 per share The Units have been duly authorized and when

issued and paid for by the Purchasers pursuant to the Purchase Agreement the Preferred Stock underlying the Units will be validly issued

fully paid and nonassessable The Conversion Shares have been duly authorized and when issued upon conversion in accordance with the

terms of the Certificate of Designation will be validly issued fully paid and nonassessable The Warrant Shares have been duly authorized

and when sold and issued and paid for by the Purchasers in accordance with the terms of the Warrants will be validly issued fully paid and

nonassessable The holders of outstanding shares of capital stock of the Company are not entitled to preemptive rights under the Companys

Amended and Restated Certificate of Incorporation or Amended and Restated Bylaws the Certificate of Designation or Delaware law or to

our knowledge rights of first refusal or other similar
rights

to subscribe for the Securities other than rights which have been waived in

writing or otherwise satisfied

The execution and delivery of the Financing Agreements and the issuance of the Units the Conversion Shares assuming conversion of the

Shares at the Unit Closing/Second Unit Closing and the Warrant Shares assuming exercise of the Warrants at the Unit

Closing/Second Unit Closing pursuant thereto do not violate any provision of the Companys Amended and Restated Certificate of

Incorporation Amended and Restated Bylaws or the Certificate of Designation do not constitute default under material breach of or result

in any acceleration of rights under any Material Agreement and do not violate any governmental statute rule or regulation that in our

experience is typically applicable to transactions of the nature contemplated by the Financing Agreements or any order writ judgment

injunction decree determination or award which has been entered against the Company and of which we are aware

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED

AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED



To our knowledge there is no action suit or proceeding by or before any court or other governmental agency authority or body or any
arbitrator pending or overtly threatened against the Company or its properties by third party that questions the validity of the Financing

Agreements or of character required to be disclosed in the SEC Reports as required by the Securities Act and the rules thereunder and ii no
indenture contract lease mortgage deed of trust note agreement loan or other agreement or instrument of character required to be filed as

an exhibit to the SEC Reports which is not filed as required by the Securities Act and the rules thereunder

All consents approvals authorizations or orders of and filings registrations and qualifications with any U.S Federal or California regulatory

authority or governmental body required for the issuance of the Securities have been made or obtained except for the filing of Form

pursuant to Securities and Exchange Commission Regulation

10 The offer and sale of the Securities are exempt from the registration requirements of the Securities Act subject to the timely filing of Form

pursuant to Securities and Exchange Commission Regulation

11 The Company is not and after giving effect to the offering and sale of the Securities and the application of the proceeds thereof will not be
an investment company as defined in the Investment Company Act

12 To our knowledge there are no written contracts agreements or understandings between the Company and any person granting such person
the right other than rights which have been waived in writing or otherwise satisfied to require the Company to include any securities of the

Company in any registration statement contemplated by Section of the Investor Rights Agreement

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
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EXHIBIT E-2

FORM OF OPINION OF COMPANY COUNSEL

COMMON EQUITY CLOSING

The Company has been duly incorporated and is validly existing corporation in good standing under the laws of the State of Delaware

The Company has the requisite corporate power to own lease and operate its property and assets to conduct its business as described in the

SEC Reports and to perform its obligations under the Financing Agreements including without limitation to issue sell and deliver the Shares

under the Purchase Agreement

The Company is duly qualified to do business as foreign corporation and is in good standing under the laws of the State of California

All corporate action on the part of the Company necessary for the authorization execution and delivery of the Financing Agreements by the

Company the authorization sale issuance and delivery of the Shares and the performance by the Company of its obligations under the

Financing Agreements to be performed at the Common Equity Closing has been taken

Each of the Financing Agreements has been duly and validly authorized executed and delivered by the Company and each such agreement

constitutes valid and binding agreement of the Company enforceable against the Company in accordance with its respective terms except

as enforceability may be limited by applicable bankruptcy insolvency fraudulent conveyance reorganization arrangement moratorium or

other similar laws affecting creditors rights generally and subject to general equity principles and to limitations on availability of equitable

relief including specific performance

The Companys authorized capital stock consists of shares of Common Stock par value $00001 per

share and ten million 10000000 shares of Preferred Stock par value $00001 per share The Shares have been duly authorized and

when issued and paid for by the Purchasers pursuant to the Purchase Agreement will be validly issued fully paid and nonassessable The

holders of outstanding shares of capital stock of the Company are not entitled to preemptive rights under the Companys Amended and

Restated Certificate of Incorporation or Amended and Restated Bylaws the Certificate of Designation or Delaware law or to our knowledge

rights
of first refusal or other similar rights to subscribe for the Shares other than rights

which have been waived in writing or otherwise

satisfied

The execution and delivery of the Financing Agreements and the issuance of the Shares pursuant thereto do not violate any provision of the

Companys Amended and Restated Certificate of Incorporation Amended and Restated Bylaws or the Certificate of Designation do not

constitute default under material breach of or result in any acceleration of rights under any Material Agreement and do not violate any

governmental statute rule or regulation that in our experience is typically applicable to transactions of the nature contemplated by the

Financing Agreements or any order writ judgment injunction decree determination or award which has been entered against the

Company and of which we are aware

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
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To our knowledge there is no action suit or proceeding by or before any court or other governmental agency authority or body or any
arbitrator pending or overtly threatened against the Company or its properties by third party that questions the validity of the Financing

Agreements or of character required to be disclosed in the SEC Reports as required by the Securities Act and the rules thereunder and ii no

indenture contract lease mortgage deed of trust note agreement loan or other agreement or instrument of character required to be filed as

an exhibit to the SEC Reports which is not filed as required by the Securities Act and the rules thereunder

All consents approvals authorizations or orders of and filings registrations and qualifications with any U.S Federal or California regulatory

authority or governmental body required for the issuance of the Shares have been made or obtained except for the filing of Form pursuant

to Securities and Exchange Commission Regulation

10 The offer and sale of the Shares are exempt from the registration requirements of the Securities Act subject to the timely filing of Form

pursuant to Securities and Exchange Commission Regulation

11 The Company is not and after giving effect to the offering and sale of the Shares and the application of the proceeds thereof will not be an

investment company as defined in the Investment Company Act

12 To our knowledge there are no written contracts agreements or understandings between the Company and any person granting such person

the right other thamrights which have been waived in writing or otherwise satisfied to require the Company to include any securities of the

Company in any registration statement contemplated by Section of the Investor Rights Agreement

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
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EXHIBIT

Form of Irrevocable Transfer Agent Instructions

As of April_ 2009

American Stock Transfer Trust Company

6201 15th Avenue

Brooklyn N.Y 11219

Attn

Ladies and Gentlemen

Reference is made to that certain Securities Purchase Agreement dated as of March 31 2009 the Agreement by and among Sunesis

Pharmaceuticals Inc Delaware corporation the Company and the purchasers named on the signature pages thereto collectively such

purchasers and their permitted transferees the Holders pursuant to which among other things the Company is issuing to certain Holders in one

or more closings units the Units consisting of shares of the Series Preferred Stock of the Company par value $0.000 per share the Preferred

Stock that are convertible into shares of the common stock of the Company par value $00001 per share the Common Stock and warrants the

Warrants that are exercisable for Common Stock and the Company may issue at subsequent closing to the Holders shares of Common Stock

all shares of Common Stock issuable directly or indirectly pursuant to the Agreement being referred to as the Securiiies

This letter shall serve as our irrevocable authorization and direction to you provided that you are the transfer agent of the Company at such

time and the conditions set forth in this letter are satisfied subject to any stop transfer instructions that we may issue to you from time to time if any

to issue certificates representing shares of Common Stock upon transfer or resale of the Securities

ii to issue shares of Common Stock upon conversion of the Preferred Stock by Holder thereof or by such Holders designee

from time to time upon delivery to you of properly completed and duly executed Conversion Notice in the form attached hereto as Annex which

has been acknowledged by the Company as indicated by the signature of duly authorized officer of the Company thereon or in the alternative upon

confirmation to you by the Company of the conversion of the Preferred Stock and

iii to issue shares of Common Stock upon the exercise of the Warrants issued to the Holder thereof or to such Holders

designee from time to time upon delivery to you of properly completed and duly executed Exercise Form in the form attached hereto as Annex II

which has been acknowledged by the Company as indicated by the signature of duly authorized officer of the Company thereon together with

indication of receipt of the exercise price therefor

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
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Annex

Date of Conversion

Form of Conversion Notice

To be executed by the Holder to convert shares of Series Preferred Stock

into shares of Common Stock

SUNESIS PHARMACEUTICALS INC
CONVERSION NOTICE

Aggregate Number of Shares to be Converted

Issue to

Address

Facsimile Number
_____________________________________________

EIN Federal Tax Id Number _____________________________

DTC Participant Number and Name if electronic book entry transfer

Account Number if electronic book entry transfer

Authorization

Dated

By
Title

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITFED

AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES

EXCHANGE ACT OF 1934 AS AMENDED

Reference is made to the Series Preferred Stock par value $O.000l per share the Preferred Stock of Sunesis Pharmaceuticals Inc

Delaware corporation the Conpany In accordance with and pursuant to the provisions of the Certificate of Designation of the Series Preferred

Stock the Cemficate of Lesignation filed and currently effective with the Delaware Secretary of State the undersigned hereby elects to convert the

Preferred Stock indicated below into shares of the Common Stock of the Company par value $0.000l per share the Common Stock as of the date

specified below Each share of Preferred Stock is convertible into ten 10 shares of Common Stock subject to adjustment in accordance with the

terms of the Certificate of Designation

Please confirm the following information

Number of Shares of Common Stock to be issued
___________________________________________________________________

Please issue the shares of Common Stock into which the Preferred Stock is being converted in the following name and to the following address



You acknowledge and agree that so long as you have received written confirmation from the Companys legal counsel that registration

statement covering resales of the Securities has been declared effective by the Securities and Exchange Commission the Commission under the

Securities Act of 1933 as amended the Securities Act copy of such registration statement and completed and signed certificate from Holder

confirming the sale or transfer of the Securities pursuant to such effective registration statement written confirmation from the Companys legal

counsel that the Securities are eligible for sale in conformity with Rule 144 under the Securities Act Rule 144 and customary documentation from
Holders broker with respect to sale pursuant to Rule 144 or written confirmation from the Companys legal counsel that the Securities are eligible

for sale in conformity with Rule 144 under the Securities Act without being subject to the volume or other restrictions thereunder then unless

otherwise required by law within five business days of delivery by Holder to the Company or to you with concurrent notice to the Company of

notice of sale and documentation required pursuant to clause or above as applicable or request from Holder for the issuance of an

unlegended certificate in the event that the Securities are eligible for sale in conformity with Rule 144 under the Securities Act without being subject to

the volume or other restrictions thereunder together with legended certificate representing such Securities endorsed or with stock powers attached

signatures guaranteed and otherwise in form necessary to affect the reissuance and/or transfer you shall issue the certificates representing the

Securities registered in the names of the purchaser of such Securities or the Holder as the case may be and such certificates shall not bear any legend

restricting transfer of the Securities thereby and should not be subject to any stop-transfer restriction To the extent Holder is participating in The

Depository Trust Company DTC Fast Automated Securities Transfer Program upon the request of the Holder you are authorized in lieu of issuing

certificates representing the Securities to credit the number of shares of Common Stock to which the the Holder shall be entitled to the Holders or its

designees balance account with DTC through its Deposit Withdrawal At Custodian system

In the event that you have not received the documentation required pursuant to clause or of the immediately preceding paragraph or

such Securities are not eligible for sale in confonnity with Rule 144 under the Securities Act without being subject to the volume or other restrictions

thereunder then the certificates for such Securities shall bear the following legend

THESE SECURITIES HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933 AS AMENDED
THE SECURITIES ACT OR APPLICABLE STATE SECURITIES LAWS THE SECURITIES MAY NOT BE
OFFERED FOR SALE SOLD TRANSFERRED OR ASSIGNED EXCEPT AS PROVIDED BY ARTICLE IV OF THAT
CERTAIN SECURITIES PURCHASE AGREEMENT DATED AS OF MARCH 2009 BY AND AMONG
SUNESIS PHARMACEUTICALS INC AND THE PURCHASERS IDENTIFIED ON THE SIGNATURE PAGES
THERETO

Please be advised that the Holders are relying upon this letter as an inducement to enter into the Agreement and accordingly each Holder is

third party beneficiary to these instructions

THE FOREGOING INSTRUCTIONS SUPERSEDE ANY PRIOR INSTRUCTIONS YOU HAVE RECEIVED FROM THE COMPANY
WITH RESPECT TO THE MATTERS SET FORTH HEREIN

Please execute this letter in the space indicated to acknowledge your agreement to act in accordance with these instructions

Very truly yours

SUNESIS PHARMACEUTICALS INC

By _____________________________________
Name

Title
_____________________________________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES
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ACKNOWLEDGEMENT

The Company hereby acknowledges this Conversion Notice and hereby directs American Stock Transfer Trust Company to issue the

above indicated number of shares of Common Stock in accordance with the Irrevocable Transfer Agent Instructions dated April 2009 from the

Company and acknowledged and agreed to by American Stock Transfer TrustCompany

SUNESIS PHARMACEUTICALS INC

By
____________________________________

Name

Title

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITFED
AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2OF THE SECURITIES
EXCHANGE ACT OF 1934 AS AMENDED



Annex II

Form of Exercise Form

To be executed by the Holder to exercise the right to purchase shares

of Common Stock under the Warrants

TO SUNESIS PHARMACEUTICALS INC

CHECK THE APPLICABLE BOX

Cash Exercise

The undersigned hereby irrevocably exercises the attached warrant the Warrant with respect to ________shares of Common Stock par

value $00001 per share the Common Stock of Sunesis Pharmaceuticals Inc Delaware corporation the Company

Cashless Exercise

The undersigned hereby irrevocably exercises the Warrant with respect to _______
shares of Common Stock of the Company and herewith

makes payment of the Exercise Price with respect to such shares in full all in accordance with the conditions and provisions of said Warrant

The undersigned agrees not to sell transfer assign pledge hypothecate or otherwise dispose of any of the Common Stock obtained on Exercise of

the Warrant except in accordance with applicable securities laws and the provisions of Section 4.1 of the Purchase Agreement

The undersigned requests that warrant representing any unexercised portion hereof be issued pursuant to the Warrant in the name of the

undersigned and delivered to the undersigned at the address set forth below

Capitalized terms used but not otherwise defined in this Exercise Form shall have the meaning ascribed thereto in the Warrant

In the event of any conflict between the term of this Exercise Form and any provisions of this Warrant the terms of the Warrant shall govern
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Please issue the Common Stock to be issued upon Exercise of this Warrant in the following name and to the following address

Issue to

Address

Facsimile Number

EIN Federal Tax Id Number_______________________________________________________________

DTC Participant Number and Name if electronic book entry transfer_________________________________

Account Number if electronic book entry transfer_________________________________________________

Facsimile Number

Dated
_______________________

Signature

Print Name

Address

NOTICE

The signature to the foregoing Exercise Form must correspond to the name as written upon the face of the attached Warrant in every particular without

alteration or enlargement or any change whatsoever

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
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ACKNOWLEDGEMENT

The Company hereby acknowledges this Exercise Form and receipt of the appropriate exercise price and hereby directs American Stock

Transfer Trust Company to issue the above indicated number of shares of Common Stock in accordance with the Irrevocable Transfer Agent

Instructions dated April 2009 from the Company and acknowledged and agreed to by American Stock Transfer Trust Company

SUNESIS PHARMACEUTICALS INC

By _____________________________________
Name

Title
_________________________________________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
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EXHIBIT

Form of Secretarys Certificate

The undersigned hereby certifies that she is the duly elected qualified and acting Secretary of Sunesis Pharmaceuticals Inc Delaware corporation
the Company and that as such she is authorized to execute and deliver this certificate in the name and on behalf of the Company and in connection
with the Securities Purchase Agreement dated as of March 31 2009 by and among the Company and the purchasers party thereto the Agreement
and further certifies in her official capacity in the name and on behalf of the Company the items set forth below Capitalized terms used but not
otherwise defined herein shall have the meaning set forth in the Agreement

Attached hereto as Exhibit is true correct and complete copy of the resolutions duly adopted by the Board at meeting of the Board held

on March 30 2009 Such resolutions have not in any way been amended modified revoked or rescinded and have been in full force and
effect since their adoption up to and including the date hereof and are now in full force and effect

Attached hereto as Exhibit is true correct and complete copy of the Amended and Restated Certificate of Incorporation of the Company
together with any and all certificates of designation and amendments thereto currently in effect and no action has been taken to further amend
modify or repeal such Amended and Restated Certificate of Incorporation the same being in full force and effect in the attached form as of the

date hereof

Attached hereto as Exhibit is true correct and complete copy of the Amended and Restated Bylaws of the Company and any and all

amendments thereto currently in effect and no action has been taken to further amend modify or repeal such Bylaws the same being in full

force and effect in the attached form as of the date hereof

Each person listed below has been duly elected or appointed to the positions indicated opposite his name and is duly authorized to sign the

Agreement and each of the other Transaction Documents on behalf of the Company and the signature appearing opposite such persons name
below is such persons genuine signature

Name Position Signature

Daniel Swisher Jr Chief Executive Officer and President

Eric Bjerkholt Senior Vice President Corporate Development and

Finance Chief Financial Officer

Valerie Pierce Senior Vice President General Counsel and Corporate

Secretary
__________________________________

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT MARKED BY BRACKETS HAS BEEN OMITTED
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IN WITNESS WHEREOF the undersigned has executed this certificate this day of 20 First Unit Closing Date Second

Unit Closing Date or Common Equity Closing Date as applicable in the foregoing sentence

Valerie Pierce

Senior Vice President General Connsel and

Corporate Secretary

Daniel Swisher Jr Chief Executive Officer and President of the Company hereby certify that Valerie Pierce is the duly elected qualified and

acting Senior Vice President General Counsel and Corporate Secretary of the Company and that the signature set forth above is her true signature

Daniel Swisher Jr

Chief Executive Officer and President
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EXHIBIT

BOARD RESOLUTIONS
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EXHIBIT

AMENDED AND RESTATED CERTFICATE OF INCORPORATION
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EXHIBIT

AMENDED AND RESTATED BYLAWS
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EXHIBIT

Form of Officers Certificate

The undersigned the Chief Executive Officer and President of Sunesis Pharmaceuticals Inc Delaware corporation the Company
pursuant to Section of the Securities Purchase Agreement dated as of March 31 2009 by and among the Company and the

purchasers signatory thereto the Agreement hereby represents warrants and certifies to such purchasers as follows capitalized terms used but not

otherwise defined herein shall have the meaning set forth in the Agreement

The representations and warranties of the Company contained in the Purchase Agreement are true and correct all material respects except

for those representations and warranties which are qualified as to materiality in which case such representations and warranties are true and

correct in all respects as of the date when made and as of the Unit Closing Date Unit Closing Date Equity

Closing Date as though made on and as of such date except for such representations and warranties that speak as of specific date which

shall have been true and correct all material respects except for those representations and warranties which are qualified as to materiality

in which case such representations and warranties are true in correct in all respects2 as of such date

The Company has performed satisfied and complied in all material respects with all covenants agreements and conditions required by the

Transaction Documents to be performed satisfied or complied with by it at or prior to the Unit ClosingUnit Closing
Equity Closing

The Company has obtained in timely fashion all consents permits approvals registrations and waivers necessary for the consummation of

the purchase and sale of the at the Unit ClosingUnit Closing Stock at the Common Equity Closing

including without limitation all Required Approvals other than the Stockholder Approval3 and any other necessary regulatory and third

party consents and approvals all of which shall be and remain so long as necessary in full force and effect

Certificate of Amendment to the Companys Amended and Restated Certificate of Incorporation or in lieu thereof new Amended and

Restated Certificate of Incorporation containing the amendments to the Companys Amended and Restated Certificate of Incorporation

described on Exhibit Ito the Purchase Agreement has been duly filed by the Company with the Secretary of State of the State of Delaware in

accordance with the DGCL and the Purchasers have received evidence of such
filing

in form and substance reasonably satisfactory to the

Purchasers.4

To be included at Second Unit Closing and Common Equity Closing only

To be included at Second Unit Closing and Common Equity Closing only

To be included at First Unit Closing only

To be included at Common Equity Closing only
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The Company has delivered the Company Deliverables in accordance with Section
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IN WITNESS WHEREOF the undersigned has executed this certificate this day of 200LJ First Unit Closing Date

Second Unit Closing Date or Common Equity Closing Date as applicable in the foregoing sentence

Daniel Swisher Jr

Chief Executive Officer and President
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EXHIBIT

Description of Charter Amendments

The following is description of proposed amendments to the Amended and Restated Certificate of Incorporation of the Company originally

filed with the Secretary of State of the State of Delaware on September 30 2005 the Charter subject to approval by the stockholders of the

Company capitalized terms used and not otherwise defined herein that are defined in the Securities Purchase Agreement dated as of March 31 2009

by and among the Company and the Purchasers identified therein to which this Description of Charter Amendments is attached as Exhibit the

Agreement shall have the meanings given such terms in the Agreement

Increase the number of authorized shares of Common Stock from one hundred million 100000000 shares to four hundred million

400000000 shares and ii Preferred Stock from five million 5000000 shares to ten million 10000000 shares

Amend the Charter as necessary to comply with applicable listing standards of the Companys Principal Trading Market including effecting

reverse split of the Common Stock and Preferred Stock on ratio determined by the Board and

Make such other changes to the Charter as deemed necessary or appropriate by the officers of the Company in consultation with legal

counsel and as agreed to by the Lead Purchasers to effectuate the transactions contemplated under the Agreement or the other Transaction

Documents
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AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION PURSUANT TO RULE 24B-2 OF THE SECURITIES
EXCHANGE ACT OF 1934 AS AMENDED



EXHIBIT

Summary of Terms of Retention Plan

Carve-out pooi to be established for Sunesis employees based on net proceeds upon change of control

Transaction Value Carve Out Pool

$30M 10.5%

$30Mto$45M 11.0%

$45M to $60M 11.5%

$60M 12.0%

Allocation among Sunesis participants

Chairman of the Board 3%

CEO 20%

SVP Finance and SVP RD 12.5% each

VPs 11

Employees at or above the level of Associate Director

Employees below the level of Associate Director

Existing executive severance benefits agreements for continuing executives will be modified to provide that in the event of termination in connection

with change-of-control transaction the executive will get the greater of the amount currently provided for non-change-of-control Covered

Termination under his or her existing executive severance benefits agreement and the proceeds due each individual executive based on overall net

transaction value and individual allocation percentage pursuant to the Retention Plan
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Existing severance benefit plan for non-executives will be modified to provide that in the event of termination in connection with change-of-

control transaction the non-executive will get the greater of the amount currently provided for non-change-of-control Qualifying Termination
under the existing severance benefit plan and the proceeds due each individual non-executive based on overall net transaction value and individual

allocation percentage determined by the Compensation Committee

If additional executives are employed by Sunesis after the First Unit Closing the then existing allocations among existing plan participants and

participant pools will be reallocated by the Compensation Committee on proportional basis provided however that the total pool size under the

Retention Plan shall not increase

Retention Plan to remain in effect until the earlier of

conclusion of change-of-control transaction and payout under the Retention Plan can be paid out in stock if the change-of-control

transaction is stock deal or

six months following the earlier ofa the Common Equity Closing or the conversion of all outstanding preferred stock
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SCHEDULE TO SPA allocations

Purchaser Commitments

Total First Unit Closing Second Unit
Closing
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Annex

CERTIFICATE OF AMENDMENT TO THE
AMENDED AND RESTATED CERTIFICATE OF INCORPORATION

OF SUNESIS PHARMACEUTICALS INC

StJNESIS PHARMACEUTICALS INC the Corporation corporation organized and existing under and by virtue of the General Corporation

Law of the State of Delaware does hereby certif

FIRST The name of the Corporation is Sunesis Pharmaceuticals Inc

SECOND The original name of this company was Mosaic Pharmaceuticals Inc and the date of
filing

the original Certificate of

Incorporation of this company with the Secretary of State of the State of Delaware was February 10 1998

THIRD The Board of Directors of the Corporation acting in accordance with the provisions of Sections 141 and 242 of the General

Corporation Law of the State of Delaware adopted resolutions amending its Amended and Restated Certificate of Incorporation as follows

Article IV Paragraph shall be amended to add the following provision in its entirety to the existing provisions of Article IV Paragraph

Effective as of 500 p.m Eastern time on the date this Certificate of Amendment to the Amended and Restated Certificate of Incorporation

is filed with the Secretary of State of the State of Delaware the Effective Time each 11 shares of the Corporations Common

Stock par value $00001 per share issued and outstanding prior to the Effective Time shall automatically and without any action on the part of the

respective holders thereof be combined and converted into one share of Common Stock par value $0.000 per share of the Corporation and each

ii shares of the Corporations Preferred Stock par value $00001 per share issued and outstanding prior to the Effective Time shall

automatically and without any action on the part of the respective holders thereof be combined and converted into one share of Preferred Stock par

value $0.0001 per share of the Corporation No fractional shares shall be issued and in lieu thereof any holder of less than one share of Common

Stock shall upon surrender after the Effective Time of certificate which formerly represented shares of Common Stock that were issued and

outstanding immediately prior to the Effective Time be entitled to receive cash for such holders fractional share based upon the closing sales price of

the Corporations Common Stock as reported on The NASDAQ Global Market on the date this Certificate of Amendment to the Amended and

Restated Certificate of Incorporation of the Corporation is filed with the Secretary of State of the State of Delaware and any holder of less than one

share of Preferred Stock shall upon surrender after the Effective Time of certificate which formerly represented shares of Preferred Stock that were

issued and outstanding immediately prior to the Effective Time be entitled to receive cash for such holders fractional share based upon the then fair

value of the Preferred Stock as determined by the Board of Directors

FOURTH This Certificate of Amendment to the Amended and Restated Certificate of Incorporation was submitted to the stockholders of

the Corporation and was duly adopted and approved in accordance with the provisions of Sections 228 and 242 of the General Corporate Law of the

State of Delaware at the annual meeting of the stockholders of the Corporation

By approving these amendments stockholders will approve the combination of any whole number of shares of Common Stock between and

including five and fifteen 15 into one share of Common Stock and the combination of such whole number of shares of Preferred Stock

between and including five and fifteen 15 into one share of Preferred Stock The Certificate of Amendment filed with the Secretary of

State of the State of Delaware will include only that number determined by the Board of Directors to be in the best interests of the Corporation and

its stockholders In accordance with these resolutions the Board of Directors will not implement any amendment providing for different
split

ratio



IN WITNESS WHEREOF Sunesis Pharmaceuticals Inc has caused this Certificate of Amendment to be signed by its Chief Executive Officer as

of
_____________________

2009

SUNESIS PHARMACEUTICALS INC

By _________________________________________
Name

___________________________________________________________
Title

_______ ____________________________________________________



Annex

CERTIFICATE OF AMENDMENT TO THE
AMENDED AND RESTATED CERTIFICATE OF INCORPORATION

OF SUNESIS PHARMACEUTICALS INC

SuNEsIs PHARMACEUTICALS INC the crpration corporation organized and existing under and by virtue of the General Corporation

Law of the State of Delaware does hereby certify

FIRST The name of the Corporation is Sunesis Pharmaceuticals Inc

SECOND The original name of this company was Mosaic Pharmaceuticals Inc and the date of
filing

the original Certificate of

Incorporation of this company with the Secretary of State of the State of Delaware was February 10 1998

THIRD The Board of Directors of the Corporation acting in accordance with the provisions of Sections 141 and 242 of the General

Corporation Law of the State of Delaware adopted resolutions amending its Amended and Restated Certificate of Incorporation as follows

Article IV shall be amended to remove the following provision in its entirety

This Corporation is authorized to issue two classes of stock to be designated respectively Common Stock and Preferred

The total number of shares that the Corporation is authorized to issue is one hundred five million 105000000 shares one hundred

million 100000000 shares of which shall be Common Stock and five million 5000000 shares of which shall be Preferred Stock The

Common Stock shall have par value of $0.000 per share and the Preferred Stock shall have par value of $00001 per share

Article IV shall be amended to add the following provision in its entirety to the existing provisions of Article IV

This Corporation is authorized to issue two classes of stock to be designated respectively Common Stock and Preferred

The total number of shares that the Corporation is authorized to issue is four hundred ten million 410000000 shares four hundred

million 400000000 shares of which shall be Common Stock and ten million 10000000 shares of which shall be Preferred Stock The

Common Stock shall have par value of $00001 per share and the Preferred Stock shall have par value of $00001 per share

THREE This Certificate of Amendment to the Amended and Restated Certificate of Incorporation was submitted to the stockholders of

the Corporation and was duly adopted and approved in accordance with the provisions of Sections 228 and 242 of the General Corporate Law of the

State of Delaware at the annual meeting of the stockholders of the Corporation



IN WITNESS WHEREOF Sunesis Pharmaceuticals Inc has caused this Certificate of Amendment to be signed by its Chief Executive Officer

asof __________________2009

SUNESIS PHARMACEUTICALS INC

By _________________________________________
Name

Title
_____________________________________________________________
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PART

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report including the information we incorporate by reference contains forward-looking statements within the meaning of Section 27A

of the Securities Act of 1933 as amended and Section 21E of the Securities Exchange Act of 1934 as amended that involve risks uncertainties and

assumptions All statements other than statements of historical facts are forward-looking statements forpurposes of these provisions including

without limitation any statements relating to the completion of any financing transaction or the satisfaction of closing conditions relating to any

financing any projections of revenue expenses or otherfinancial items any statement of the plans and objectives of managementfor future

operations any statements concerning proposed clinical trials regulatory activities or licensing or collaborative arrangements any statements

regardingfuture economic conditions or performance and any statement of assumptions underlying any of the foregoing In some casesforward

looking statements can be identified by the use of terminology such as anticipates believe continue estimates expects intend look

forward may could seeks plans potential or will or the negative thereof or other comparable terminology Although we believe

that the expectations reflected in the forward-looking statements contained herein are reasonable there can be no assurance that such expectations or

any of the forward-looking statements will prove to be correct and actual results could differ materially from those projected or assumed in the

forward-looking statements Our actual results may djffer materially from those anticipated in these forward-looking statements as result of many

factors including but not limited to those set forth under Risk Factors and elsewhere in this report We urge you not to place undue reliance on

these forward-looking statements which speak only as of the date of this report Allforward-looking statements included in this report are based on

information available to us on the date of this report and we assume no obligation to update any forward-looking statements contained in this report

In this report Sunesis the Company we usand our refer to Sunesis Pharmaceuticals Inc and its wholly owned subsidiary

Sunesis Europe Limited except where it is made clear that the term refers only to the parent company

ITEM BUSINESS

General

We are biophannaceutical company focused on the development and commercialization of new oncology therapeutics for the treatment of

hematologic and solid tumor cancers We have built highly experienced cancer drug development organization committed to advancing our lead

product candidate voreloxin in multiple indications to improve the lives of people with cancer

From our incorporation in 1998 through 2001 our operations consisted primarily of developing and refining our proprietary methods of

discovering drugs in pieces or fragments From 2002 through June 2008 we focused on the discovery in-licensing and development of novel small

molecule drugs In June 2008 we announced corporate realignment to focus on the development of voreloxin In conjunction with this strategic

restructuring we expanded our late-stage development leadership team announced the winding down of our internal discovery research activities

ceasing development of an enhanced fragment-based discovery platform and reduced our workforce by approximately 60 percent

We are currently advancing voreloxin through Phase development Voreloxin is first-in-class anticancer quinolone derivative or AQD
class of compounds that has not been used previously for the treatment of cancer Quinolone derivatives have been shown to mediate antitumor activity

by targeting mammalian topoisomerase II an enzyme critical for replication and have demonstrated promising preclinical antitumor activity We are

conducting three clinical trials of voreloxin Phase clinical trial known as the REVEAL-I trial in previously untreated elderly patients
with acute

myeloid leukemia or AML Phase lb/2 clinical trial combining voreloxin with cytarabine for the treatment of patients with relapsed/refractory AML
and Phase single agent clinical trial in advanced platinum-resistant ovarian cancer patients We have worldwide development and

commercialization rights to voreloxin We may enter into partnering arrangements for this product candidate to maximize its commercial potential

We have taken number of important steps to focus our resources and efforts on the advancement of voreloxin We have discontinued

development of our product candidate SNS-032 selective inhibitor of cyclin-dependent kinases or CDKs and which we had in-licensed from

Bristol-Myers Squibb Company or BMS In December 2008 we notified BMS that we were terminating the license agreement for SNS-032 In

addition we recently completed enrollment in Phase trial of SNS-3 14 potent and selective Aurora kinase inhibitor discovered at Sunesis in

patients with advanced solid tumors maximum tolerated dose was not established in that trial and no responses were observed We currently have

no plans to conduct further development activities on SNS-3 14 on our own but we plan to seek partner to support further development of SNS-3 14



On March 31 2009 we entered into securities purchase agreement with accredited investors including certain members of management

providing for private placement of our secunties of up to $43.5 million or the Private Placement The Private Placement contemplates the sale of up

to $15.0 million of units consisting of Series Preferred Stock and warrants to purchase common stock in two closings $10.0 million of units would

be sold in the initial closing which is expected to occur in the near term subject to the satisfaction of customary closing conditions Subject to the

approval of our stockholders an additional $5.0 million of units may be sold in the second closing which closing may occur at our election or at the

election of the investors in the Private Placement We may elect to hold the second closing if the achievement of specified milestone with respect to

voreloxin has occurred and our common stock is trading above specified floor price If we have not delivered notice to the investors in the Private

Placement of our election to complete the second closing or if the conditions for the second closing have not been met the investors may elect to

purchase the units in the second closing by delivering notice to us of their election to purchase the units Notice of an election to complete the second

closing either by us or the investors in the Private Placement must be delivered on or before the earliest to occur of December31 2009 the conunon

equity closing described belowor the occurrence of qualifying alternative common stock fmancing If the second closing occurs it will be subject to

the satisfaction of customary closing conditions Subject to the approval of our stockholders the remaining tranche of $28.5 million of common stock

may be sold in the common equity closing The common equity closing may be completed at our election prior to the earlier of December 31 2010 and

qualifying alternative common stock financing or upon the election of the holders of majority of the Series Preferred Stock issued in the Private

Placement prior to date determined with reference to our cash balance dropping below $4.0 million at certain future dates If we elect to hold the

common equity closing it will be subject to the approval of the purchasers holding majority of the Series Preferred Stock issued in the Private

Placement and subject to condition that we sell at least $28.5 million of common stock in the common equity closing

In conjunction with the Private Placement the investors have been granted number of rights including the right to approve any sale of the

company any issuance of debt or preferred stock and except if certain conditions are met any issuance of common stock other than the second closing

and the common stock financing described above and the right to appoint three of
eight

members of our Board of Directors following the first closing

and five of nine members of our Board of Directors following the second closing if completed

In March 2009 we armounced that we sold our interest in all of our lymphocyte function-associated antigen-l or LFA-l patents and related

know-how to SARcode Corporation or SARcode for total cash consideration of $2 million SARcode has been the exclusive licensee of those assets

since March 2006 and is developing small molecule LFA-l inhibitor SAR1 118 for T-cell mediated ophthalmic diseases Sunesis still holds series

of secured convertible notes issued by SARcode having total principal value of$l million We had discontinued our LFA-l antagonist program in

2004 when we focused our research and development efforts on oncology

Our fragment-based drug discovery approach called Tethering formed the basis of several strategic research and development

collaborations entered into between 2002 and 2004 including collaborations with Biogen Idec Inc or Biogen Idec Johnson Johnson

Pharmaceutical Research Development L.L.C or JJPRD and Merck Co Inc or Merck We are no longer receiving research funding from

any of these collaborations In the first quarter of 2009 JJPRD informed us that it has ceased development of the previously selected Cathepsin

inhibitor and the parties initiated discussions regarding proposed mutual termination of the collaboration agreement As result we do not expect to

receive any additional revenues from JJPRD under the collaboration agreement JJPRD is entitled to terminate the collaboration agreement without

cause upon 180 days written notice We may in the future receive milestones as well as royalty payments based on future sales of products if any
resulting from the Biogen Idec or Merck collaborations

Voreloxin

Voreloxin is first-in-class anticancer quinolone-derivative or AQD class of compounds that has not been used previously for the treatment

of cancer Quinolone derivatives have been shown to mediate antitumor activity by targeting mammalian topoisomerase II an enzyme critical for

replication and have demonstrated promising preclinical antitumor activity Voreloxin acts by DNA intercalation and inhibition of topoisomerase II in

replicating cancer cells The resulting site-selective DNA damage rapidly causes the cancer cells to stop dividing and die In preclinical studies

voreloxin demonstrates broad anti-tumor activity and appears to act synergistically when combined with several therapeutic agents currently used in

the treatment of cancer Clinical activity is observed in both solid and hematologic malignancies We licensed worldwide development and

commercialization rights to voreloxin from Dainippon Sumitomo Phanna Co Ltd in 2003

The following chart summarizes the status of the clinical trials that have been conducted or that we are currently conducting with voreloxin



Voreloxin Clinical Study Phase Phase

Acute Leukemias

Single Agent Relapsed/Refractory Acute Leukemias Complete

Single Agent Schedule Ongoing

Previously Untreated Elderly AML Enrollment

REVEAL-l Complete

Schedule Ongoing

Enrollment

Complete

Schedule Enrolling

Combination with Cytarabine Schedule Complete Ongoing

Relapsed/Refractory
AML Enrollment

Complete

Schedule Enrolling Planned

Solid Tumors

Single Agent Advanced Solid Tumors Complete

Single Agent Advanced Solid Tumors Complete

Single Agent Non-Small Cell Lung Complete

Singl Agent Small Cell Lung Complete

Single Agent Platinum-Resistant Ovarian Cancer Ongoing

Enrollment

Complete

Since 2004 we have initiated eight clinical trials with voreloxin Two Phase clinical trials were conducted to evaluate doses and schedules of administration of

voreloxin in patients with advanced solid tumors We conducted Phase study in non-small cell lung cancer and second Phase study in small cell lung cancer At thc

time we disclosed the termination of the
lung

cancer programs we also announced the possibility of pursuing these indications either in combination with other anti-cancer

agents or with voreloxin as single agent
at later time

In the third
quarter

of 2007 we commenced Phase lb/2 clinical trial of voreloxin in combination with
cytarabine

for the treatment of patients with

relapsed/refractory AML and are testing two different cytarabine schedules maximum tolerated dose MTD of 80 mg/rn2 of voreloxin was established for Schedule

continuous infusion of cytarabine with nine patients reported to have achieved complete remission CR or complete remission without
platelet recovery CRp in the

Phase lb dose escalation Early data show that six of fourteen evaluable AML patients in first relapse enrolled in the Phase portion
of Schedule of this study have

achieved CR with preliminary 30-day all-cause mortality of less than 10% In addition one patient who achieved
partial response proceeded to bone marrow

transplant
Enrollment for Schedule is complete In Schedule hour intravenous infusion of cytarabine the third dose escalation cohort with dose of 90 mg/m2 of

voreloxin is fully enrolled Complete remissions have been observed in Schedule in both relapsed and treatment refractory patients Enrollment into the Phase
portion

of Schedule is expected to begin shortly

In the second quarter of 2008 we commenced enrollment in Phase single agent
clinical trial of voreloxin in previously untreated elderly AML patients testing

three different dosing regimens In Schedule 72 mg/rn2 of voreloxin weekly for three weeks twelve of 29 patients
achieved CR or CRp with 30-day all-cause

mortality of 17% Schedule 72 mg/rn2 of voreloxin weekly for two weeks appears
to be better tolerated by patients while maintaining anti-leukemic activity Ten of 35

patients on Schedule have achieved CR or CRp In addition to improved tolerability the 30-day all-cause mortality has been reduced to 9% To date 16 of the planned 30

patients have been enrolled in Schedule 72 mg/rn2 of voreloxin on days one and four and enrollment continues enrollment for Schedules and is completed

In addition at the end of 2006 we commenced Phase clinical trial of single agent
voreloxin in advanced platinum-resistant ovarian cancer patients Three

schedules of voreloxin have been studied 48 mg/rn2 given every three weeks and 60 mg/rn2 and 75 mg/rn2 given every
four weeks Enrollment of this study completed in

late 2008 Data from this trial show encouraging durable anti-tumor activity in the 48 mg/rn2 cohort as measured by GOG-RECIST criteria with
partial

and complete

responses and progression-free survival Some of the patients dosed with 60 mg/rn2 or 75 mg/m2 of voreloxin still remain on study and complete and partial responses have

been observed Voreloxin has
generally

been well tolerated at all three dose levels

In- License Agreement with Dainippon Sumitomo Pharma Co Ltd

In October 2003 we entered into an agreement with Dainippon Sumitomo Pharma Co Ltd or Dainippon to acquire exclusive worldwide development and

marketing rights for our lead product candidate voreloxin



In addition to upfront payments of $0.7 million and milestone payments of $0.5 million made through December31 2008 we may in the

future be required to make series of milestone payments of up to $7.5 million to Dainippon for
starting Phase clinical testing for

filing new drug

applications or NDAs and for receiving regulatory approval in the United States Europe and Japan for cancer treatment If voreloxin is approved for

non-cancer indication additional milestone payments would become payable to Dainippon

The agreement also provides for royalty payments to Dainippon at rates that are based on total annual net sales Under the agreement we must

pay royalties for third party intellectual property rights necessary to commercialize voreloxin but we may reduce our royalty payments to Dainippon if

third party markets competitive product Royalty obligations under the agreement continue on countiy-by-countiy and product-by-product basis

until the later of the date on which no valid patent claims relating to product exist or 10 years from the date of the first sale of the product

If we discontinue seeking regulatory approval and/or the sale of the product in region we are required to return to Dainippon its rights to the

product in that region The agreement may be terminated by either party for the other partys uncured breach or bankruptcy

Strategic Collaborations

We applied our Tethering technology in several strategic research and development collaborations entered into between 2002 and 2004 to

discover and develop novel small molecules to treat cancer and other diseases These collaborations were designed to enable us to leverage and expand

our internal development capabilities manage our cash expenditures and diversifS risk across our pipeline

To date our revenue has been generated primarily through our collaborations and has consisted principally of research funding and

milestones paid by our collaborators substantially offsetting our related research and development expenses We are no longer conducting any research

activities in connection with any of our collaborations and are no longer receiving research funding in any collaboration Our collaboration revenue if

any will be substantially lower in future years unless and until any products that may result from the two remaining collaborations advance to level

where significant milestones will be payable to us We do not expect to generate royalty revenue from these collaborations in the foreseeable future if

at all As result of our 2008 restructuring and the resulting wind down of our research activities to focus our resources and efforts on the

advancement of voreloxin we do not anticipate conducting any research activities in connection with any future strategic collaboration

We may in the future receive milestones as well as royalty payments based on future sales of products if any resulting
from the

collaborations with Biogen Idec and Merck described below

In forming each of our strategic collaborations we agreed for certain periods of time not to conduct certain research independently or with

any commercial third party on the same target as that covered by the collaboration agreement Some of our collaborations also significantly restrict our

ability to utilize intellectual property derived from the collaboration for purpose outside of the collaboration

Through December 31 2008 we had received an aggregate of approximately $85.8 million in cash from our collaboration partners In 2006
2007 and 2008 we received $7.3 million $7.6 million and $4.3 million respectively in revenue from Biogen Idec This represents 54% 83% and 80%
of our total revenue for these periods Likewise during this same three-year period we received $6.4 million $1.6 million and $0.1 million

respectively in revenue from Merck This represents 46% 17% and 2% of our total revenue for these periods

Biogen IdecRaflinase and Other Kinase Inhibilors

In August 2004 we entered into collaboration agreement with Biogen Idec to discover develop and commercialize small molecule

inhibitors of Raf kinase and up to five additional targets Rafkinase is an enzyme in the Ras pathway signaling pathway important to cell

proliferation The primary focus of the program is to discover small molecule inhibitors of Raf kinase and additional kinase targets that play role in

oncology and immunology indications or in the regulation of the human immune system In connection with our June 2008 restructuring we agreed to

terminate the research term approximately two months early on June 30 2008 and we are no longer receiving research funding from Biogen

Idec Although the research term of the collaboration has ended our agreement with Biogen Idec continues on product-by-product basis for so long

as there is an obligation to pay royalties on such product under the agreement



Under the terms of the collaboration agreement we received $7.0 million upfront non-refundable and non-creditable technology access fee

which was recognized as revenue over the research term As result of the June 2008 termination of the research term the $0.3 million unrecognized

portion of the upfront technology access fee was recognized as revenue in the first half of 2008 During the research term we also received research

funding of $1.2 million per quarter from Biogen Idec subject to inflation adjustments which was paid in advance to support some of our scientific

personnel We also received $0.5 million milestone payment in the first half of 2008 that was recognized as revenue In addition in 2006 Biogen

Idec made $14.0 million equity investment in us To date we have received payments totaling $42.5 million under this collaboration including the

$14.0 million equity investment

We granted Biogen Idec worldwide non-exclusive license to our intellectual property relating to Tethering with respect to specific

collaboration targets and an exclusive license to our portion of the collaboration intellectual property for the commercialization of small molecule

compounds that have specified activity against the collaboration targets Biogen Idec agreed to bear all costs related to this program through at least

the completion of Phase clinical trials after which we have the right to participate in the co-development and co-promotion of product candidates for

up to two targets including at our option the Raf kinase target on worldwide basis excluding Japan

Biogen Idec is required to pay up to $60.0 million in pre-commercialization milestones per target as well as royalty payments depending on

product sales Royalty payments may be increased if we exercise our option on co-development and co-promotion rights Royalty rates payable to us

will be reduced if Biogen Idec is required to license additional intellectual property related to certain technology jointly developed under the

collaboration agreement from one or more third parties in order to commercialize collaboration product Rights to collaboration products revert to us

with reverse royalty to Biogen Idec if Biogen Idee fails to use commercially reasonable and diligent efforts during development and

commercialization of co-funded products If we do not exercise our co-funding option for product directed at target
selected for further

collaborative work then Biogen Idec may pursue such
target on its own We also have non-exclusive license with the right to obtain an exclusive

license from Biogen Idec under joint collaboration intellectual property to develop and commercialize products against other kinase targets We will

owe royalty payments to Biogen Idec for sales of any such products Royalty obligations under the agreement continue on countly-by-country and

product-by-product basis until the later of the date on which no valid patent claim relating to product exists or 10 years from the date of first sale of

the product

Merck

In February 2003 we entered into license and collaboration agreement with Merck to discover develop and commercialize small molecule

inhibitors of beta-secretase or BACE an enzyme that is believed to be important for the progression of Alzheimers disease The research term of this

collaboration ended in February 2006 and we are no longer receiving research funding To date we have received payments totaling $19.0 million

under this collaboration

We granted Merck worldwide non-exclusive license to our intellectual property relating to use of Tethering to develop BACE inhibitors and

an exclusive license to composition of matter patent and future intellectual property relating to such inhibitors Merck is required to pay research and

development milestones of up to $84.3 million as well as royalty payments depending on product sales In 2006 and 2007 we received payments of

$4.3 million and $1.0 million respectively from Merck for meeting certain preclinical milestones related to BACE We did not receive any milestones

from Merck in 2008 Royalty rates payable to us may be reduced if Merck is required to license additional intellectual property from one or more third

parties in order to commercialize collaboration product or if third party markets version of the collaboration product Royalty obligations under

the agreement continue on country-by-country and product-by-product basis until the later of the date on which no valid patent claim relating to

product exists or 12 years from the date of first sale of the product We retain the right to develop and commercialize non-pharmaceutical products

containing compounds arising from the collaboration We would owe Merck royalty based on sales of any such products

Although the research term of the collaboration has ended the agreement extends for so long as product arising from the collaboration is the

subject of an active development project or for so long as there is an obligation to pay royalties under the agreement Merck continues to examine

collaboration compounds in preclinical studies however none have advanced to clinical studies to date The agreement may be terminated by either

party for the other partys uncured breach or bankruptcy The agreement may be terminated by Merck at any time upon three months notice to us

In July 2004 we licensed to Merck series of small molecule compounds we derived from Tethering to potentially complement Mercks

internal discovery efforts against an enzyme target
for treating viral infections Merck agreed to be responsible for advancing these compounds into

lead optimization preclinical development and clinical studies



The agreement provides for payment by Merck to us of an upfront technology access fee and annual license fees for our consulting services

and ongoing access to Tethering as means of identifying additional compounds for the treatment of viral infections To date we have received

$3.3 million under this collaboration including an upfront non-refundable and non-creditable technology access fee of $2.3 million which was

recognized as revenue over the initial three-year term We-also received annual license fees aggregating $1.0 million through December 31 2008

including license fee of $0.2 million in 2007 and license fee of approximately $0.1 million in 2008 The annual license fees are recognized as

revenue over 12-month period when received No further annual license fees are payable to us under the agreement

We assigned to Merck small molecule compounds related to the viral
target

and our interest in research program patents and compounds that

act on the
target through the inhibition mode that we identified Merck owns all intellectual property generated in the course of performing the

research including any products resulting from the collaboration except for improvements related to Tethering which we own Merck is required to

make payments based on the achievement of development milestones of up to $22.1 million as well as royalty payments based on net sales for any

products resulting
from the collaboration To date we have not received any milestone payments under the agreement and we do not expect to-receive

any milestone or royalty payments in the future related to the agreement Royalty rates payable to us if any may be reduced if Merck is required to

license additional intellectual property from one or more third parties in order to commercialize collaboration product Merck may also reduce its

royalty payments to us if any if the product is not covered by patent Royalty obligations under the agreement continue on country-by-country and

product-by-product basis until the later of the date on which no valid patent claim relating to product exists or 12 years from the date of first sale of

the product

Our agreement with Merck extends for so long as product arising from the collaboration is the subject of an active development project or

for so long as there is an obligation to pay royalties under the agreement Either party may terminate the agreement for the other partys uncured breach

or bankruptcy The agreement may be terminated by Merck at any time upon three months notice to us

Johnson Johnson Pharmaceutical Research Development L.L

In May 2002 we entered into collaboration agreement with JJPRD to discover develop and commercialize small molecule inhibitors of

Cathepsin an enzyme that is important in regulating an inflammatory response Under the terms of the agreement we received non-refundable and

non-creditable technology access fee and certain research funding paid in advance on quarterly basis Costs associated with research and deelopment

activities attributable to this agreement approximated the research funding recognized The research term of this collaboration ended in December 2005

and we are no longer receiving research funding from JJPRD

We granted JJPRD worldwide non-exclusive license to our intellectual property relating to Tethering on Cathepsin and an exclusive

license under the collaboration intellectual property for the commercialization of small molecule products arising from the collaboration Under the

agreement JJPRD is required to pay milestones upon achievement of certain research and development milestones of that could total up to

$24.0 million as well as royalty payments depending on product sales To date JJPRD has made milestone payments totaling -$1.3 million including

milestone in February 2008 when JJPRD selected Cathepsin inhibitor from the collaboration as development candidate We have received

payments totaling $7.3 million under this collaboration

In the first quarter of 2009 JJPRD informed us that it has ceased development of the previously selected Cathepsin inhibitor and the

parties initiated discussions regarding proposed mutual termination of the collaboration agreement As result we do not-expect to receive any

additional revenues from JJPRD under the collaboration agreement JJPRD is entitled to terminate the collaboration agreement without cause upon
180 days written notice

Manufacturing

We do not have internal manufacturing capabilities and outsource the manufacture of voreloxin active pharmaceutical ingredient or API and

the finished product incorporating the API to third-party contract manufacturers The voreloxin API is manufactured by single-source supplier

through multi-step convergent synthesis in which two intermediates are manufactured in
parallel process and then combined and deprotected in the

final two steps The API is then formulated and vials are filled and finished by two different third party manufacturers The API is classified as toxic

substance and the number of suppliers qualified to manufacture it or the finished product is limited We have sufficient supply of voreloxin API to

conduct our current and planned Phase 1-and Phase clinical trials in North America Our inventory of voreloxin finished product is currently

sufficient to support clinical trials through 2009 New lots of finished product will be manufactured and released as required to support our current and

planned clinical activities



Competition

We face significant competition from pharmaceutical biophannaceutical and biotechnology companies that are researching developing and

selling products designed to address the treatment of cancer including AML and ovarian cancer Many of our competitors have significantly greater

financial manufacturing marketing and drug development resources than we do Large pharmaceutical companies in particular have extensive

experience in clinical testing and in obtaining regulatoiy approvalsfor and in marketing drugs

Voreloxin is currently being clinically tested as treatment for AML and platinum-resistant ovarian cancer Some of the current key

competitors to voreloxin in AML include Genzyme Corporations clofarabine Eisai Corporations decitabine Celgene Corporations azacitidine and

Vion Pharmaceuticals Inc.s laromustine all of which could affect the treatment paradigm for acute leukemia Each of these compounds is further

along in clinical development than voreloxin To compete effectively with these agents voreloxin will need to demonstrate advantages either as

single agent or in combination settings Liposomal doxorubicin and topotecan are current standards of care in platinum-resistant ovarian cancer

patients and we are aware that several of our competitors have initiated Phase clinical trials for this indication including Novartis AG which has

initiated head-to-head Phase clinical trial in platinum refractory patients comparing its compound patupilone against liposomal doxorubicin

We believe that any Raf kinase inhibitor that might be developed by Biogen Idec as result of our collaboration would compete with several

compounds being developed and clinically tested by Pfizer Inc Novartis AG Plexxikon Inc and Exelixis Inc

We believe that our ability to successfully compete will depend on among other things

our ability to develop novel compounds with attractive pharmaceutical properties free of third party patents and to secure protect maintain

and enforce intellectual property rights based on our innovations

the efficacy safety and reliability of our drug candidates

the speed at which we develop our drug candidates

our ability to design and successfully complete appropriate clinical trials

our ability to maintain good relationship with regulatory authorities

our ability to obtain and the timing and scope of regulatory approvals

the success of our collaborations

our ability to manufacture and sell commercial
quantities

of future products to the market and

acceptance of future products by physicians and other healthcare providers

Intellectual Property

We believe that patent protection is crucial to our business and that our future success depends in part on our ability to obtain patents

protecting voreloxin or future drug candidates if any We have an exclusive license to 44 issued composition-of-matter patents that cover the voreloxin

drug substance The U.S composition-of-matter patent is due to expire in October 2015 and most of its foreign counterparts are due to expire in June

2015 Approximately 52 U.S and foreign applications pertaining to voreloxin lifecycle development are also pending When appropriate we intend to

seek patent term restoration orphan drug status and/or data exclusivity in the United States and their equivalents in other relevant jurisdictions to the

maximum extent that the respective laws will permit at such time

Historically we have patented wide range of technology inventions and improvements considered important to the development of our

business As of December 31 2008 we owned co-owned or licensed rights to approximately 233 issued U.S and foreign patents and approximately

370 pending U.S and foreign patent applications Those patents expire between June 2015 and April 2024 The number of patents and patent

applications as of December 31 2008 includes 146 patents and 67 patent applications relating to SNS-032 which were subsequently returned to BMS
as result of our termination of the license agreement with BMS and one granted patent and nine patent applications relating to LFA- inhibitors

which we recently sold to SARcode The remaining patents and patent applications relate to SNS-314 our Tethering and additional drug discovery

technology and other aspects of our technology or other drug discovery programs which are no longer in active development by Sunesis



Our ability to build and maintain our proprietary position for voreloxin and any future drug candidates if any will depend on our success in

obtaining effective claims and enforcing those claims if granted The patent positions of biopharmaceutical companies like ours are generally uncertain

and involve complex legal and factual questions for which some important legal principles remain unresolved No consistent policy regarding the

breadth of patent claims has emerged to date in the United States The patent situation outside the United States is even more uncertain We do not

know whether any of our patent applications or those patent applications that we license will result in the issuance of any patents Even if patents are

issued they may not be sufficient to protect voreloxin or future drug candidates if any The patents we own or license and those that may issue in the

future may be challenged invalidated or circumvented and the rights granted under any issued patents may not provide us with proprietary protection

or competitive advantages

Patent applications filed before November 29 2000 in the United States are maintained in secrecy until patents issue Later filed U.S

applications and patent applications in most foreign countries generally are not published until at least 18 months after they are filed Scientific and

patent publication often occurs long after the date of the scientific discoveries disclosed in those publications Accordingly we cannot be certain that

we were the first to invent the subject matter covered by any patent application or that we were the first to file patent application for any inventions

Our commercial success depends on our ability to operate without infringing patents and proprietary rights of third parties We cannot

determine with certainty whether patents or patent applications of other parties may materially affect our ability to conduct our business The existence

of third party patent applications and patents could significantly reduce the coverage of patents owned by or licensed to us and limit our ability to

obtain meaningful patent protection If patents containing competitive or conflicting claims are issued to third parties and these claims are ultimately

determined to be valid we may be enjoined from pursuing research development or commercialization of voreloxin or future drug candidates if any
or be required to obtain licenses to these patents or to develop or obtain alternative technology

We may need to commence or defend litigation to enforce or to determine the scope and validity of any patents issued to us or to determine

the scope and validity of third party proprietary rights Litigation
would result in substantial costs even if the eventual outcome is favorable to us An

adverse outcome in
litigation affecting proprietary rights we own or have licensed could present significant risk of competition for voreloxin or future

drug candidates if any we market or seek to develop Any adverse outcome in litigation affecting third party proprietary rights could subject us to

significant liabilities to third parties and could require us to seek licenses of the disputed rights from third parties or to cease using the technology if

such licenses are unavailable

We also rely on trade secrets to protect our technology especially
where we do not believe patent protection is appropriate or obtainable

However trade secrets are difficult to maintain and do not protect technology against independent developments made by third parties

We seek to protect our proprietary information by requiring our employees consultants contractors and other advisers to execute

nondisclosure and assignment of invention agreements upon commencement of their employment or engagement Agreements with our employees also

prevent them from bringing the proprietary rights of third parties to us We also require confidentiality or material transfer agreements from third

parties that receive our confidential data or materials There can be no assurance that these agreements will provide meaningful protection that these

agreements will not be breached that we will have an adequate remedy for any such breach or that our trade secrets will not otherwise become known

or independently developed by third party

We seek to protect our company name and the names of our products and technologies by obtaining trademark registrations as well as

common law
rights

in trademarks and service marks in the United States and in other countries There can be no assurance that the trademarks or

service marks we use or register
will

protect our company name or any products or technologies that we develop and commercialize that our

trademarks service marks or trademark registrations will be enforceable against third parties or that our trademarks and service marks will not

interfere with or infringe trademark rights of third parties

We may need to commence litigation to enforce our trademarks and service marks or to determine the scope and validity of our or third

partys trademark rights Litigation would result in substantial costs even if the eventual outcome is favorable to us An adverse outcome in litigation

could subject us to significant liabilities to third parties and require us to seek licenses of the disputed rights from third parties or to cease using the

trademarks or service marks if such licenses are unavailable
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Government Regulation

The United States Food and Drug Administration or FDA and comparable regulatory agencies in state and local jurisdictions and in foreign

countries impose substantial requirements upon the clinical development manufacture marketing and distribution of drugs These agencies and other

federal state and local entities regulate research and development activities and the testing manufacture quality control safety efficacy labeling

storage recordkeeping approval advertising and promotion of voreloxin and any future drug candidates The application of these regulatory

frameworks to the development approval and commercialization of voreloxin or our future drug candidates if any will take number of years to

accomplish if at all and involve the expenditure of substantial resources

U.S Government Regulation In the United States the FDA regulates drugs under the Federal Food Drug and Cosmetic Act as amended or

FFDCA and implementing regulations The process required by the FDA before voreloxin and any future drag candidates may be marketed in the

United States generally involves the following

completion of extensive preclinical laboratory tests in vivo preclinical studies and formulation studies

submission to the FDA of an Investigational New Drug or IND application which must become effective before clinical trials begin

performance of adequate and well-controlled clinical trials to establish the safety and efficacy of the product candidate for each proposed

indication

submission of an NDA to the FDA

satisfactory completion of an FDA pre-approval inspection of the manufacturing facilities at which the product candidate is produced to

assess compliance with current Good Manufacturing Practice or cGMP regulations and

FDA review and approval of the NDA including proposed labeling package insert information and promotional materials prior to any

commercial marketing sale or shipment of the drug

The testing and approval process requires substantial time effort and financial resources and we cannot be certain that any approvals for

voreloxin or our future drug candidates if any will be granted on timely basis if at all

Preclinical Testing and INDs

Preclinical tests include laboratory evaluation of product chemistry formulation and stability as well as studies to evaluate toxicity
in

animals Laboratories that comply with the FDA Good Laboratory Practice regulations must conduct preclinical safety tests The results of preclinical

tests together with manufacturing information and analytical data are submitted as part
of an IND application to the FDA The IND automatically

becomes effective 30 days after receipt by the FDA unless the FDA within the 30-day time period raises concerns or questions about the conduct of

the clinical trial including concerns that human research subjects will be exposed to unreasonable health risks In such case the IND sponsor and the

FDA must resolve any outstanding concerns before the clinical trial can begin Our submission of an 1ND or those of our collaboration partners may

not result in FDA authorization to commence clinical trial protocol amendment for an existing IND must be made for each successive clinical trial

conducted during product development

Clinical Trials

Clinical trials involve the administration of the investigational new drug to healthy volunteers or to patients under the supervision of

qualified principal investigator Clinical trials are conducted in accordance with the FDAs Protection of Human Subjects regulations and Good

Clinical Practices under protocols that detail the objectives of the study the parameters to be used to monitor safety and the efficacy criteria to be

evaluated Each protocol must be submitted to the FDA as part
of the IND
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In addition each clinical study must be conducted under the auspices of an independent institutional review board or IRB at each institution

where the study will be conducted The IRB will consider among other things ethical factors the safety of human subjects and the possible liability of

the institution The FDA the IRB or the sponsor may suspend clinical trial at any time on various grounds including finding that the subjects or

patients are being exposed to an unacceptable health risk Clinical testing also must satisfy extensive Good Clinical Practices or GCP requirements

and regulations for informed consent

Clinical trials are typically conducted in the three sequential phases which may overlap sometimes followed by fourth phase

Phase clinical trials are initially conducted in limited population to test the drug candidate for safety adverse effects dose tolerance

absorption metabolism distribution and excretion in healthy humans or on occasion in patients such as cancer patients In some cases

particularly in cancer trials sponsor may decide to conduct what is referred to as Phase evaluation which is second safety-

focused Phase clinical trial typically designed to evaluate the impact of the drug candidate in combination with currently approved

drugs

Phase clinical trials are generally conducted in limited patient population to identify possible adverse effects and safety risks to

determine the efficacy of the drug candidate for specific targeted indications and to determine dose tolerance and optimal dosage

Multiple Phase clinical trials may be conducted by the sponsor to obtain information prior to beginning larger and more expensive

Phase clinical trials In some cases sponsor may decide to conduct what is referred to as Phase 2b evaluation which is second

confirmatory Phase clinical trial that could if positive and accepted by the FDA serve as pivotal
clinical trial in the approval of drug

candidate

Phase clinical trials are commonly referred to as pivotal trials When Phase clinical trials demonstrate that drug candidate has

potential activity in disease or condition and has an acceptable safety profile Phase clinical trials are undertaken to further evaluate

clinical efficacy and to further test for safety in an expanded patient population at multiple geographically dispersed clinical trial sites

Phase post-marketing clinical trials may be required by the FDA in some cases The FDA may condition approval of an NDA for

drug candidate on sponsors agreement to conduct additional clinical trials to further assess the drugs safety and efficacy after NDA
approval Such post-approval trials are typically referred to as Phase clinical trials

New Drug Applications

The testing and approval processes are likely to require substantial cost time and effort and there can be no assurance that any approval will

be granted on timely basis if at all The FDA may withdraw product approvals if compliance with regulatory standards is not maintained or if

problems occur following initial marketing

The results of development preclinical testing
and clinical trials together with extensive manufacturing information are submitted to the

FDA as part
of an NDA for approval of the marketing and commercial distribution of the drug Once the NDA submission has been accepted for filing

for priority reviews the FDA has the goal of reviewing and acting on such NDA filing within 180 days of its receipt The review process is often

significantly extended by FDA requests for additional information or clarification The FDA may refer the NDA to an advisory committee for review

evaluation and recommendation as to whether the application should be approved The FDA is not bound by the recommendation of an advisory

committee but it generally follows such recommendations The FDA may deny approval of an NDA if the applicable regulatory criteria are not

satisfied or it may require additional clinical testing Even if data from such
testing are obtained and submitted the FDA may ultimately decide that

the NDA does not satisfy
the criteria for approval Data from clinical trials are not always conclusive and the FDA may interpret data differently than

we or our collaboration partners interpret data If regulatory approval is granted such approval may entail limitations on the indicated uses for which

the product may be marketed

Once issued the FDA may withdraw drug approval if ongoing regulatory requirements are not met or if safety problems occur after the drug

reaches the market In addition the FDA may require testing including Phase clinical trials and surveillance programs to monitor the effect of

approved products that have been commercialized and the FDA has the power to prevent or limit further marketing of drug based on the results of

these post-marketing programs Drugs may be marketed only for approved indications and in accordance with the provisions of the approved label

Further if there are any modifications to the drug including changes in indications labeling or manufacturing processes or facilities we may be

required to submit and obtain FDA approval of new NDA or NDA supplement which may require us to develop additional data or conduct additional

preclinical studies and clinical trials

12



Fast Track Designation

FDAs fast track program is intended to facilitate the development and to expedite the review of drugs that are intended for the treatment of

serious or life-threatening condition for which there is no effective treatment and demonstrate the potential to address unmet medical needs for the

condition Under the fast track program the sponsor of new drug candidate must request that the FDA designate the drug candidate for
specific

indication as fast track drug concurrent with or after the
filing

of the IND for the drug candidate The FDA must within 60 days of
receipt

of the

sponsors request detennine if the drug candidate qualifies for fast track designation

If fast track designation is obtained the FDA may initiate review of sections of an NDA before the application is complete This rolling

review is available if the applicant provides and the FDA approves schedule for the submission of the remaining information and the applicant pays

applicable user fees However the time period specified in the Prescription Drug User Fees Act which governs the time period goals the FDA has

committed to reviewing an application does not begin until the complete application is submitted Additionally the fast track designation may be

withdrawn by the FDA if the FDA believes that the designation is no longer supported by data emerging in the clinical trial process

In some cases fast track designated drug candidate may also qualify for one or more of the following programs

Priority Review Under FDA policies drug candidate is eligible for priority review or review within six-months from the time

complete NDA is accepted for filing if the drug candidate provides significant improvement compared to marketed drugs in the

treatment diagnosis or prevention of disease fast track designated drug candidate would ordinarily meet the FDAs criteria for

priority review

Accelerated Approval Under the FDAs accelerated approval regulations the FDA is authorized to approve drug candidates that have

been studied for their safety and efficacy in treating serious or life-threatening illnesses and that provide meaningful therapeutic benefit to

patients over existing treatments based upon either surrogate endpoint that is reasonably likely to predict clinical benefit or on the basis

of an effect on clinical endpoint other than
patient

survival In clinical trials surrogate endpoints are alternative measurements of the

symptoms of disease or condition that are substituted for measurements of observable clinical symptoms drug candidate approved on

this basis is subject to rigorous post-marketing compliance requirements including the completion of Phase clinical trials to validate the

surrogate endpoint or confirm the effect on the clinical endpoint Failure to conduct required post-approval studies or to validate

surrogate endpoint or confirm clinical benefit during post-marketing studies will allow the FDA to withdraw the drug from the market

on an expedited basis All promotional materials for drug candidates approved under accelerated regulations are subject to prior review by
the FDA

When appropriate we or our collaboration partners may seek fast track designation accelerated approval or priority review for voreloxin or

our future drug candidates if any We do not know whether voreloxin or our future drug candidates if any will receive priority review designation

or if priority designation is received whether that review or approval will be faster than conventional FDA procedures We also cannot predict

whether voreloxin or our future drug candidates if any will obtain fast track or accelerated approval designation or the ultimate impact if any of

the fast track or the accelerated approval process on the timing or likelihood of FDA approval of voreloxin or our future drug candidates if any

Satisfaction of FDA regulations and approval requirements or similar requirements of foreign regulatory agencies typically takes several

years and the actual time required may vary substantially based upon the type complexity and novelty of the product or disease Typically if drug

candidate is intended to treat chronic disease as is the case with some of the drug candidates we are developing safety and efficacy data must be

gathered over an extended period of time Government regulation may delay or prevent marketing of drug candidates for considerable period of time

and impose costly procedures upon our activities The FDA or any other regulatory agency may not grant approvals for new indications for our drug

candidates on timely basis or at all Even if drug candidate receives regulatory approval the approval may be
significantly limited to specific

disease states patient populations and dosages Further even after regulatory approval is obtained later discovery of previously unknown problems

with drug may result in restrictions on the drug or even complete withdrawal of the drug from the market Delays in obtaining or failures to obtain

regulatory approvals for any of our drug candidates would harm our business In addition we cannot predict what adverse governmental regulations

may arise from future United States or foreign governmental action
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Other Regulatory Requirements

Any drugs manufactured or distributed by us or our collaboration partners pursuant to FDA approvals are subject to continuing regulation by

the FDA including recordkeeping requirements and reporting of adverse experiences associated with the drug Drug manufacturers and their

subcontractors are required to register with the FDA and certain state agencies and are subject to periodic unannounced inspections by the FDA and

certain state agencies for compliance with ongoing regulatory requirements including cGMPs which impose certain procedural and documentation

requirements upon us and our third-party
manufacturers Failure to comply with the

statutoly
and regulatory requirements can subject manufacturer

to possible legal or regulatory action such as warning letters suspension of manufacturing seizure of product injunctive action or possible civil

penalties

The FDA closely regulates the post-approval marketing and promotion of drugs including standards and regulations for direct-to-consumer

advertising off-label promotion industry-sponsored scientific and educational activities and promotional activities involving the Internet company

can make only those claims relating to safety and efficacy that are approved by the FDA Failure to comply with these requirements can result in

adverse publicity warning letters corrective advertising and potential civil and criminal penalties Physicians may prescribe legally
available drugs for

uses that are not described in the drugs labeling and that differ from those tested by us and approved by the FDA Such off-label uses are common

across medical specialties including cancer therapy Physicians may believe that such off-label uses are the best treatment for many patients in varied

circumstances The FDA does not regulate the behavior of physicians in their choice of treatments The FDA does however impose stringent

restrictions on manufacturers communications regarding off-label use

Foreign Regulation

In addition to regulations in the United States we are subject to foreign regulations governing clinical trials and commercial sales and

distribution of voreloxin or our future drug candidates if any We are currently conducting clinical trials in Canada and may in the future initiate

clinical trials in countries in the European Union or elsewhere Whether or not we obtain FDA approval for product we must obtain approval of

product by the comparable regulatory authorities of foreign countries before we can commence clinical trials or marketing of the product in those

countries The approval process varies from country to country and the time may be longer or shorter than that required for FDA approval The

requirements governing the conduct of clinical trials product licensing pricing and reimbursement vary greatly
from country to country

Under the Canadian regulatory system Health Canada is the regulatory body that governs the sale of drugs for the purposes of use in clinical

trials Accordingly any company that wishes to conduct clinical trial in Canada must submit clinical trial application to Health Canada Health

Canada reviews the application and notifies the company within 30 days if the application is found to be deficient If the application is deemed

acceptable Health Canada will issue no objection letter to the company within the 30-day review period which means the company may proceed with

its clinical trials

Under European Union regulatory systems permission to conduct clinical research is granted by the Competent Authority of each European

Member State or MS and the applicable Ethics Committees or EC through the submission of Clinical Trial Application The EC in Europe serves

the same function as an IRB in the United States The review times vary by MS but may not exceed 60 days The EC has maximum of 60 days to

give its opinion on the acceptability of the Clinical Trial Application to both the governing MS and the sponsor applicant If the application is deemed

acceptable the MS informs the applicant or does not within the 60 day window inform the applicant of non-acceptance and the company may

proceed with the clinical trial

Under the European Union regulatory systems marketing authorizations may be submitted either under centralized or mutual recognition

procedure The centralized procedure provides for the grant of single marketing authorization that is valid for all European Union member states The

mutual recognition procedure provides for mutual recognition of national approval decisions Under this procedure the holder of national marketing

authorization may submit an application to the remaining member states Within 90 days of receiving the application and assessment report each

member state must decide whether to recognize approval

In addition to regulations in Europe Canada and the United States we will be subject to variety of other foreign regulations governing

clinical trials and commercial distribution of our Current and possible future product candidates Our ability to sell drugs will also depend on the

availability of reimbursement from government and private practice insurance companies
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Research and Development Expenses

We incurred approximately $26.3 million $36.1 million and $35.6 million of research and development expenses in 2008 2007 and 2006

respectively As result of our June 2008 restructuring and the resulting wind down of our research activities and focus on voreloxin development we
do not anticipate incurring any significant additional research expenses related to the discovery of additional product candidates the development or

application of our proprietary fragment-based drug discovery methods the development of in-house research capabilities or on the clinical

development of product candidates other than voreloxin In addition we are no longer conducting any research activities in connection with any of our

collaborations

However we have incurred and expect to continue to incur substantial research and development expenses to conduct further clinical

development of voreloxin

Environment

We have made and will continue to make expenditures for environmental compliance and protection In 2008 we incurred approximately

$0.3 million in expenses related to the closure of our laboratory space at 341 Oyster Point Boulevard in South San Francisco California in accordance

with environmental laws and regulations We do not expect that expenditures for compliance with environmental laws will have material effect on

our capital expenditures or results of operations in the future

Employees

As of December 31 2008 our workforce consisted of 36 full-time employees nine of whom hold Ph.D or M.D degrees and eight of whom
hold other advanced degrees Of our total workforce 20 are engaged in development and 16 are engaged in business development finance legal

human resources facilities information technology administration and general management We have no collective bargaining agreements with our

employees and we have not experienced any work stoppages

Corporate Background

We were incorporated in Delaware in February 1998 as Mosaic Pharmaceuticals Inc and subsequently changed our name to Sunesis

Pharmaceuticals Inc Our offices are headquartered at 395 Oyster Point Boulevard Suite 400 South San Francisco California 94080 and our

telephone number is 650 266-3500 Our website address is www.sunesis.com Information contained in or accessible through our website is not

incorporated by reference into and does not form part of this report

ITEM 1A RISK FACTORS

Investing in our common stock involves high degree of risk You should carefully consider the risks and uncertainties described below and

all information contained in this report in weighing decision to purchase our common stock If any of the possible adverse events described below

actually occurs we may be unable to conduct our business as currently planned and our financial condition and operating results could be adversely

affected Additional nsks not presently known to us or that we currently believe are immaterial may also significantly impair our business operations

In addition the trading pnce of our common stock could decline due to the occurrence of any of these risks and you may lose all or part
of your

investment Please see Special Note Regarding Forward-Looking Statements

Risks Related to Our Business

If we are unable to raise additional capital in the near term we may not be able to continue to operate as going concern

We will need to raise substantial additional capital to continue the development and commercialization of voreloxin
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We will need to raise substantial additional capital in the near term to

fund clinical trials and seek regulatoiy approvals

continue and expand our development activities

hire additional development personnel

maintain defend and expand the scope of our intellectual property portfolio

implement additional internal systems and infrastructure and

build or access manufacturing and commercialization capabilities

Our future funding requirements will depend on many factors including but not limited to

the rate of progress and cost of our clinical trials and other development activities

the economic and other terms and timing of any licensing or other partnering arrangement into which we may enter

the costs associated with building or accessing manufacturing and commercialization capabilities

the costs of acquiring or investing in businesses product candidates and technologies if any

the costs of filing prosecuting defending and enforcing any patent
claims and other intellectual property nghts

the costs and timing of seeking and obtaining FDA and other regulatory approvals and

the effect of competing technological and market developments

On March 31 2009 we entered into securities purchase agreement with accredited investors including certain members of management providing for private

placement of our securities of up to $43.5 million or the Private Placement The Private Placement contemplates
the sale of up to $15.0 million of units consisting of Series

Preferred Stock and warrants to purchase common stock in two closings $10.0 million of units would be sold in the initial closing which is expected to occur in the near

term subject to the satisfaction of customary closing conditions Subject to the approval
of our stockholders an additional $5.0 million of units may be sold in the second

closing which closing may occur at our election or at the election of the investors in the Private Placement We may elect to hold the second closing if the achievement of

specified milestone with respect to voreloxin has occurred and our common stock is trading above specified floor pnce If we have not delivered notice to the investors in

the Private Placement of our election to complete the second closing or if the conditions for the second closing have not been met the investors may elect to purchase the

units in the second closing by delivering
notice to us of their election to purchase the units Notice of an election to complete the second closing either by us or the

investors in the Private Placement must be delivered on or before the earliest to occur of December 31 2009 the common equity closing described below or the occurrence

of qualifying
alternative common stock financing If the second closing occurs it

will be subject to the satisfaction of customary closing conditions Subject to the

approval
of our stockholders the remaining tranche of $28.5 million of common stock may be sold in the common equity closing The common equity closing may be

completed at our election prior to the earlier of December 31 2010 soda qualifying altemative common stock financing or upon the election of the holders of majonty of

the Series Preferred Stock issued in the Private Placement prior to date determined with reference to our cash balance dropping below $4.0 million at certain future

dates If we elect to hold the common equity closing
it will be subject to the approval of the purchasers holding majonty of the Series Preferred Stock issued in the

Private Placement and subject to condition that we sell at least $28.5 million of common stock in the common equity closing

Assuming the initial closing for
gross proceeds of $10.0 million described above we anticipate

that the net proceeds from the initial closing together with our cash

cash equivalents and marketable securities will be sufficient to enable us to fund our operations at least through the end of 2009 In the event the initial closing in the

Private Placement for $10.0 million of units does not occur our current cash cash equivalents and marketable securities are sufficient to fund our operations only through

April 2009

While we expect to complete the initial closing of the Private Placement in the near term it is possible that the conditions to the mitial closing will not be met in

which event we will not receive the $10.0 million of
gross proceeds that we expect to receive at that closing

The conditions to the second closing for $5.0 million of units

are substantial including
conditions related to approval by our stockholders the development of voreloxin and our stock price and it is possible that the conditions to this

second closing will not be met in which event we would not receive the $5.0 million of gross proceeds that are contemplated for that closing The $28.5 million common

equity closing is entirely in the discretion of the investors in the Private Placement and it is possible that they will elect not to complete that closing for reasons related to

our business or other factors

The closing of the Private Placement will result in substantial dilution to our stockholders Following the initial closing the holders of our common stock prior

thereto will hold approximately
54.3% of our outstanding common stock assuming conversion of the convertible preferred

at the current conversion price and will hold

approximately 37.2% if the warrants issued at the initial closing are exercised in full Following the second closing for $5.0 million of units if completed the holders of our

common stock prior to the Private Placement will hold approximately 44.2% of our outstanding common stock assuming conversion of the convertible preferred at the

current conversion price and will hold approximately 28.3% if the warrants issued at the initial and second closings are exercised in full Following the common equity

closing if completed the holders of our common stock prior to the Private Placement would hold approximately 19% of our outstanding common stock assuming

conversion of the convertible preferred at the current conversion price and would hold approximately 15% if the warrants issued at the initial and second closings are

exercised in full

Until we can generate sufficient amount of product revenue to finance our cash requirements which we may never do we expect to finance future cash needs

primarily through equity issuances including the possible closings of the sale of units and common stock in the Private Placement described above and subject to the

satisfaction of the conditions described above debt arrangements and possible partnership or license of development and/or commercialization rights to voreloxin We do

not know whether additional funding will be available on acceptable terms or at all

We are currently continuing to conduct our ongoing clinical trials of voreloxin in acute myeloid leukemia or AML and ovarian cancer If we are not able to secure

additional funding when needed we may have to delay reduce the scope of or eliminate one or more of our clinical trials or scale back our development program or conduct

additional workforce or other expense reductions For example in June 2008 we announced that we reduced our workforce by approximately sixty percent and

implemented revised operating plan to focus our efforts on voreloxin wind down our internal discovery research activities to streamline our operations
and extend our

financial resources In addition we may have to partner
voreloxin at an earlier stage of development than we might otherwise choose to do which would lower the

economic value of that program to us
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Our failure to raise capital when needed and on acceptable terms would require us to reduce our operating expenses delay or reduce the scope
of our voreloxin development program and limit our ability to continue our operations Any one of the foregoing would have material adverse effect

on our business financial condition and results of operations

Our independent registered public accountants have indicated that our recurring operating losses raise substantial doubt as to our ability

to continue as going concern

Our audited financial statements for the fiscal year ended December31 2008 were prepared on going concern basis in accordance with

United States generally accepted accounting principles The going concern basis of presentation assumes that we will continue in operation for the

foreseeable future and will be able to realize our assets and discharge our liabilities and commitments in the normal course of business However our

independent registered public accountants have indicated that our recurring operating losses raise substantial doubt as to our ability to Continue as

going concern We may be forced to reduce our operating expenses and raise additional funds to meet our working capital needs However we Cannot

guarantee that will be able to obtain sufficient additional funds when needed or that such funds if available will be obtainable on terms satisfactory to

us In the event that these plans cannot be effectively realized there can be no assuranôe that we will be able to continue as going concern

Conditions affecting the equity market may make it more difficult and costly to raise additional capitaL

Currently there is turmoil in the U.S economy in
part

due to tightening credit markets Banks have tightened their lending standards
investors are balking at buying stock and corporate bonds and economic growth has slowed Factors contributing to slowing economy appear to be

reduced credit availability falling house prices and
rising prices If these factors continue to affect equity markets our ability to raise

capital may be

adversely affected

We have incurred losses since inception and anticipate that we will continue to incur losses for the foreseeable future We may not ever
achieve or sustain profitability

We are clinical-stage biopharmaceutical company with limited operating history as public company We are not profitable and have
incurred losses in each year since our inception in 1998 Our net loss for the years ended December 31 2008 2007 and 2006 was $37.2 million
$38.8 million and $31.2 million respectively As of December 31 2008 we had an accumulated deficit of $316.2 million We do not currently have

any products that have been approved for marketing and we Continue to incur substantial development and general and administrative expenses related

to our operations We expect to continue to incur losses for the foreseeable futureand we expect these lqsses to increase significantly especially upon
commencing pivotal and Phase clinical trials for voreloxin as we conduct development of and seek regulatory approvals for voreloxin and as we
commercialize any approved drugs Our losses among other things have caused and will continue to cause our stockholders equity and working
capital to decrease

Our business model had been based in part upon entering into
strategic collaborations for discovery and/or the development of some of our

product candidates To date we have derived
substantially all of our revenue from research collaboration agreements The research phase for all of our

revenue-generating collaboration agreements is completed We do not expect to enter into any new collaboration agreement that will result in research

revenue for us We also do not anticipate that we will generate revenue from the sale of products for the foreseeable future In the absence of additional

sources of capital which may not be available to us on acceptable terms if at all the development of voreloxin or future product candidates if any
may be reduced jn scope delayed or terminated If our product candidates or those of our collaborators fail in clinical trials or do not gain regulatory

approval or if our future products do not achieve market acceptance we may never become profitable Even if we achieve profitability in the future
we may not be able to Sustain profitability in subsequent periods

There is high risk the development of voreloxin could be halted or significantly delayed/or various reasons our clinical trials for
voreloxin may not demonstrate safety or efficacy or lead to regulatoiy approvaL

Voreloxm is prone to the nsks of failure inherent in the drug development process We need to conduct significant additional preclinical
studies and clinical trials before we can attempt to demonstrate that voreloxin is safe and effective to the satisfaction of the FDA and other regulatory
authorities Failure can occur at any stage of the development process and successful preclinical studies and early clinical trials do not ensure that later

clinical tnals will be successful number of companies in tjie pharmaceutical industry have suffered
significant setbacks in advanced clinical trials

even after obtaining promising results in earlier trials

For example we terminated two Phase trials of voreloxin in small cell and non-small cell lung Cancer We recently ceased development ef
SNS-032 and terminated our related license agreement with BMS after completion of Phase trial as no responses demonstrating efficacy were
observed in that trial In addition in our Phase trial of SNS-3 14 maximum tolerated dose was not established and no responses were observed As

result we have suspended further development of SNS-3 14 while we seek partner or licensee to support further development

If our clinical trials result in unacceptable toxicity or lack of efficacy we may have to terminate them If clinical trials are halted or if they do
not show that voreloxin is safe and effective in the indications for which we are seeking regulatory approval our future growth will be limited and we
may not have any other product candidates to develop
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We do not know whether our ongoing clinical trials or any other future clinical trials with voreloxin or any of our product candidates will be

completed on schedule or at all or whether our ongoing or planned clinical trials will begin or progress on the time schedule we anticipate The

commencement of our planned clinical trials could be substantially delayed or prevented by several factors including

delays or failures to raise additional funding

limited number of and competition for suitable patients with particular types of cancer for enrollment in clinical trials

delays or failures in obtaining regulatory approval to commence clinical trial

delays or failures in obtaining sufficient clinical materials

delays or failures in obtaining IRB approval to conduct clinical trial at prospective sites or

delays or failures in reaching acceptable clinical trial agreement terms or clinical trial protocols with prospective sites

The completion of our clinical trials could also be substantially delayed or prevented by several factors including

delays or failures to raise additional funding

slower than expected rates of
patient

recruitment and enrollment

failure of patients to complete the clinical trial

unforeseen safety issues

lack of efficacy during clinical trials

inability or unwillingness of patients or clinical investigators to follow our clinical trial protocols and

inability to monitor
patients adequately during or after treatment

Additionally our clinical trials may be suspended or terminated at any time by the FDA other regulatory authorities ourselves or in some

cases our collaboration partners Any failure to complete or significant delay in completing clinical trials for our product candidates could harm our

financial results and the commercial prospects for our product candidates

In March 2008 we informed the FDA of stability observation in our voreloxin drug product Specifically visible particles were observed

during stability studies of one of our voreloxin drug product lots We have since identified process impurity in the voreloxin active pharmaceutical

ingredient or API that when formulated into the packaged vial of the voreloxin drug product can result in the formation of particles over time As

response to these findings we implemented revised manufacturing process to attempt to control the impurity and thereby prevent particle

formation One lot of voreloxin API manufactured using the revised manufacturing process has been formulated into drug product lot that has

completed nine months of stability testing without formation of particles This drug product lot is currently being used in our clinical trials It will take

time to evaluate whether or not this revised manufacturing process for voreloxin API will be successful in stopping the formation of particles in this

drug product lot over the longer term and to evaluate whether or not such control of particle formation would also be reliably and consistently

achieved in subsequent lots over the shorter or longer term We provided an update on the results from our process optimization activities to the FDA

in December 2008 If the change in manufacturing process does not adequately control the formation of visible particles we will need to discuss other

possibilities
with the FDA which could possibly include temporary clinical hold until the issue has been resolved to their satisfaction

The failure to enroll patients for clinical trials may cause delays in developing voreloxin

We may encounter delays if we are unable to enroll enough patients to complete clinical trials of voreloxin Patient enrollment depends on

many factors including the size of the patient population the nature of the protocol the proximity of
patients

to clinical sites and the eligibility criteria

for the trial Moreover when one product candidate is evaluated in multiple clinical trials simultaneously patient enrollment in ongoing trials can be

adversely effected by negative results from completed trials Voreloxin is being tested in AML and ovarian cancer which can be difficult patient

populations to recruit
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The results ofpreclinical studies and dinical trials may not satisfy the requirements of the FDA or other regulatory agencies

Prior to receiving approval to commercialize voreloxin or future product candidates if any in the United States or abroad we and our

collaboration partners must demonstrate with substantial evidence from well-controlled clinical
trials to the satisfaction of the FDA and other

regulatory authorities that such product candidates are safe and effective for their intended uses The results from preclinical studies and clinical trials

can be interpreted in different ways Even if we and our collaboration partners believe the preclinical or clinical data are promising such data may not
be sufficient to support approval by the FDA and other regulatory authorities

We rely on third parties to manufacture our voreloxin drug product and its active pharmaceutical ingredient and depend on single
supplier for the active pharmaceutical ingredienL There are limited number of manufacturers that are capable of manufacturing voreloxin

We do not currently own or operate manufacturing facilities and lack the capability to manufacture voreloxin on clinical or commercial
scale As result we rely on third parties to manufacture both the voreloxin API and the finished drug product The API is classified as toxic

substance limiting the available manufacturers We believe that there are at least five contract manufacturers in North America with suitable

capabilities for API manufacture and at least four that can manufacture finished drug product We currently have established relationships with only
one manufacturer for API and two manufacturers for the finished drug product If our third-party API manufacturer is unable or unwilling to produce

voreloxin we will need to establish contract with another supplier However establishing relationship with an alternative supplier would likely

delay our ability to produce API for six to nine months during which time we will rely on current inventory to supply our drug product manufacturing
activities We expect to continue to depend on third-party contract manufacturers for all our API and finished drug product needs in the foreseeable

future

Voreloxin requires precise high quality manufacturing contract manufacturer is subject to ongoing periodic unannounced inspection by
the FDA and corresponding state agencies to ensure strict compliance with current Good Manufacturing Practice or cGMP and other applicable
government regulations and corresponding foreign standards Our contract manufacturers failure to achieve and maintain high manufacturing
standards in compliance with cGMP regulations could result in manufacturing errors resulting in patient injury or death product recalls or withdrawals

delays or interruptions of production or failures in product testing or delivery delay or prevention of filing or approval of marketing applications for

voreloxin cost overruns or other problems that could seriously harm our business

To date voreloxin has been manufactured in small quantities for preclinical studies and clinical trials Prior to being approved for commercial

sale we will need to manufacture fmished drug product in
larger quantities Significant scale-up of manufacturing will be accompanied by significant

validation studies which will be reviewed by the FDA prior to approval If we are unable to successfully increase the manufacturing capacity for

voreloxin the regulatory approval or commercial launch may be delayed or there may be shortage in commercial supply

Any performance failure on the
part

of contract manufacturer could delay clinical development or regulatory approval of our product
candidates or commercialization of our future products depriving us of potential product revenue and resulting in additional losses For example
because we rely on single supplier for voreloxin API the failure of such supplier to have sufficient

quantities of the API or to supply API on timely
basis or at all would negatively affect us In addition our dependence on third party for manufacturing may adversely affect our future profit margins
Our ability to replace an existing manufacturer may be difficult because the number of potential manufacturers is limited and the FDA must approve
any replacement manufacturer before it can be an approved commercial supplier Such approval would require new testing and compliance inspections
It may be difficult or impossible for us to identi and engage replacement manufacturer on acceptable terms in timely manner or at all

We expect to expand our clinical development capabilities and any djfficulties hiring or retaining key personnel or managing this growth
could disrupt our operations

We are highly dependent on the principal members of our development staff We expect to expand our clinical development capabilities by
increasing expenditures in these areas hiring additional employees and expanding the scope of our current operations Future growth will require us to

continue to implement and improve our managerial operational and financial systems and continue to retain recruit and train additional
qualified

personnel which may impose strain on our administrative and operational infrastructure The competition for qualified personnel in the

biopharmaceutical field is intense We are highly dependent on our continued
ability to attract retain and motivate highly-qualified management and

specialized personnel required for clinical development Due to our limited resources we may not be able to effectively manage the expansion of our

operations or recruit and train additional qualified personnel If we are unable to retain key personnel or manage our growth effectively we may not be
able to implement our business plan
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If we are sued for infringing miellectual property rights of third parties litigation
will be costly and time conswuing and could prevent us

from developing or commercializing voreloxin

Our commercial success depends on not infringing the patents and other proprietary rights of third parties and not breaching any collaboration

or other agreements we have entered into with regard to our technologies and product candidates If third party asserts that we are using technology

or compounds claimed in issued and unexpired patents owned or controlled by the third party we may need to obtain license enter into litigation to

challenge the validity of the patents or incur the risk of litigation
in the event that third party asserts that we infringe its patents

If third party asserts that we infringe
its patents or other proprietary rights we could face number of challenges that could seriously harm

our competitive position including

infringement and other intellectual property claims which would be costly and time consuming to litigate whether or not the claims have

merit and which could delay the regulatory approval process and divert managements attention from our business

substantial damages for past infringement which we may have to pay if court determines that voreloxin or any other product candidates in

the future infringes
third partys patent or other proprietary rights

court order prohibiting us from selling or licensing voreloxin or any future product candidates unless third party licenses relevant patent

or other proprietary rights to us which it is not required to do and

if license is available from third party we may have to pay substantial royalties or grant cross licenses to our patents or other proprietary

rights

If our competitors develop and market products that are more effective safer or less expensive than voreloxin our commercial

opportunities will be negatively impacted

The life sciences industry is highly competitive and we face significant competition from many pharmaceutical biopharmaceutical and

biotechnology companies that are researching developing and marketing products designed to address the treatment of cancer including AML and

ovarian cancer Voreloxin is small molecule therapeutic that will compete with other drugs and therapies that currently exist or are being developed

Many of our competitors have significantly greater financial manufacturing marketing and drug development resources than we do Large

pharmaceutical companies in particular have extensive experience in clinical testing
and in obtaining regulatory approvals for and marketing drugs

We believe that our ability to successfully compete with voreloxin and any future product candidates if any will depend on among other

things

our ability to develop novel compounds with attractive phannaceutical properties and to secure protect and maintain intellectual property

rights based on our innovations

the efficacy safety
and reliability of our product candidates

the speed at which we develop our product candidates

our ability to design and successfully execute appropriate clinical trials

our ability to maintain good relationship with regulatory authorities

our ability to obtain and the timing and scope of regulatory approvals

our ability to manufacture and sell commercial quantities of future products to the market and

acceptance of future products by physicians and other healthcare providers
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Some of the current key competitors to voreloxin in AML include Genzyme Corporations clofarabine Eisai Corporations decitabine

Celgene Corporations azacitidine and Vion Pharmaceuticals Inc.s laromustine all of which could change the treatment paradigm of acute leukemia

Each of these compounds is further along in clinical development than is voreloxin Liposomal doxorubicin and topotecan are current standards of care

in platinum-resistant ovarian cancer patients and we are aware that several of our competitors have initiated Phase clinical trials for this indication

We expect competition for voreloxin to increase as additional products are developed and approved to treat AML and ovarian cancer in

various
patient populations If our competitors market products that are more effective safer or less expensive than voreloxin or our other future

products if any or that reach the market sooner we may not achieve commercial success or substantial market penetration In addition the

biopharmaceutical industry is characterized by rapid change Products developed by our competitors may render voreloxin or any future product
candidates obsolete

We rely on third parties to conduct our clinical trials If these third parties do not successfully carry out their contractual duties or meet
expected deadlines we may be unable to obtain regulatory approval for or commercialize our voreloxin drug product

We rely on third parties such as contract research organizations medical institutions clinical investigators and contract laboratories to

conduct our planned and existing clinical trials for voreloxin If the third parties conducting our clinical trials do not perform their contractual duties or

obligations do not meet expected deadlines or need to be replaced or if the quality or accuracy of the clinical data they obtain is compromised due to

the failure to adhere to our clinical trial protocols or for any other reason we may need to enter into new arrangements with alternative third parties and

our clinical trials may be extended delayed or terminated or may need to be repeated and we may not be able to obtain regulatory approval for or

commercialize the product candidate being tested in such trials

Our proprietary rights may not adequately protect voreloxin or future product candidates ifany

Our commercial success will depend on our ability to obtain
patents

and maintain adequate protection for voreloxin and any future product
candidates in the United States and other countries As of December 312008 we owned co-owned or had rightsto approximately 233 issued U.S and

foreign patents and approximately 370 pending U.S and foreign patent applications We will be able to protect our proprietary rights from

unauthorized use by third parties only to the extent that our proprietary technologies and future products are covered by valid and enforceable patents

or are effectively maintained as trade secrets

We apply for patents covering both our technologies and product candidates as we deem appropriate However we may fail to apply for

patents on important technologies or product candidates in timely fashion or at all Our
existing patents and any future patents we obtain may not be

sufficiently broad to prevent others from practicing our technologies or from developing competing products and technologies In addition we
generally do not exclusively control the patent prosecution of subject matter that we license to or from others Accordingly in such cases we are unable

to exercise the same degree of control over this intellectual property as we would over our own Moreover the patent positions of biopharmaceutical

companies are highly uncertain and involve complex legal and factual questions for which important legal principles remain unresolved As result
the validity and enforceability of patents cannot be predicted with certainty In addition we do not know whether

we our licensors or our collaboration partners were the first to make the inventions covered by each of our issued patents and pending

patent applications

we our licensors or our collaboration partners were the first to file patent applications for these inventions

others will independently develop similaror alternative technologies or duplicate any of our technologies

any of our or our licensors pending patent applications will result in issued patents

any of our our licensors or our collaboration partners patents will be valid or enforceable

any patents issued to us our licensors or our collaboration partners will provide us with any competitive advantages or will be challenged

by third parties
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we will develop additional proprietary technologies that are patentable or

the patents of others will have an adverse effect on our business

We also rely on trade secrets to
protect

some of our technology especially where we do not believe patent protection is appropnate or

obtainable However trade secrets are difficult to maintain While we use reasonable efforts to protect our trade secrets our or our collaboration

partners employees consultants contractors or scientific and other advisors or those of our licensors may unintentionally or willfully
disclose our

proprietary information to competitors Enforcement of claims that third party has
illegally

obtained and is using trade secrets is expensive time

consuming and uncertain In addition foreign courts are sometimes less willing than U.S courts to protect trade secrets If our competitors

independently develop equivalent knowledge methods and know-how we would not be able to assert our trade secrets against them and our business

could be harmed

The composition of matter patents covering voreloxin are due to expire in 2015 Even fvoreloxin is approved by the FDA we may not be

able to recover our development costs prior to the expiration of these patents

The voreloxin API composition of matter is covered by U.S patent 5817669 and its counterpart patents and patent applications in 43 foreign

jurisdictions U.S patent 5817669 is due to expire in October 2015 and most of its foreign counterparts are due to expire in June 2015 We do not

know whether patent term extensions and data exclusivity periods will be available in the future Voreloxin must undergo extensive clinical trials

before it can be approved by the FDA We do not know when if ever voreloxin will be approved by the FDA Even if voreloxin is approved by the

FDA in the future we may not have sufficient time to commercialize our voreloxin product to enable us to recover our development costs prior to the

expiration of the U.S and foreign patents covering voreloxin Our obligation to pay royalties to Dainippon the company from which we licensed

voreloxin may extend beyond the patent expiration which would further erode the profitability of this product

Our workforce reductions in August 2007 June 2008 March 2009 and anyfuture workforce and expense reductions may have an adverse

impact on our internal programs our ability to hire and retain key personnel and may be distracting to management

In August 2007 we conducted workforce reduction of approximately twenty five percent in order to reduce expenses In June 2008 we

conducted second workforce reduction of approximately sixty percent to focus on the development of voreloxin In March 2009 in conjunction with

the closing of the Private Placement we conducted an additional workforce reduction of six employees In light of our continued need for funding and

expense control we may be required to implement further workforce and expense reductions in the future Further workforce and expense reductions

could result in reduced progress on our internal programs In addition employees whether or not directly affected by reduction may seek future

employment with our business partners or competitors Althougb our employees are required to sign confidentiality agreement at the time of hire the

confidential nature of certain proprietary information may not be maintained in the course of any such future employment Further we believe that our

future success will depend in large part upon our ability to attract and retain highly skilled personnel We may have difficulty retaining and attracting

such personnel as result of perceived risk of future workforce and expense reductions In addition the implementation of expense reduction

programs may result in the diversion of efforts of our executive management team and other key employees which could adversely affect our business

We may be subject to damages resulting from claims that we or our employees have wrongfully used or disclosed alleged trade secrets of

our employees former employers

Many of our employees were previously employed at biotechnology or pharmaceutical companies including our competitors or potential

competitors We may be subject to claims that we or our employees have inadvertently or otherwise used or disclosed trade secrets or other proprietary

information of their former employers Litigation may be necessary to defend against these claims If we fail in defending such claims in addition to

paying monetary damages we may lose valuable intellectual property rights or personnel loss of key personnel or the work product of current or

former personnel could hamper or prevent our ability to commercialize voreloxin which could severely harm our business Even if we are successful

in defending against these claims litigation could result in substantial costs and be distraction to management
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We currently have limited marketing staffand no sales or distribution organization If we are unable to develop sales and marketing and
distribution capability on our own or through collaborations with marketing partners we will not be successful in commercializing voreloxin

We currently have no sales or distribution capabilities and limited marketing staff We intend to establish our own sales and marketing

organization with technical expertise and supporting distribution capabilities to commercialize voreloxin in North America which will be expensive
and time consuming Any failure or delay in the development of our internal sales marketing and distribution capabilities would adversely impact the

conijnercialization of these products We plan to collaborate with third parties that have direct sales forces and established distribution systems to

commercialize voreloxin To the extent that we enter into co-promotibn or other licensing arrangements our product revenue is likely to be lower than

if we directly marketed or sold voreloxin In addition any revenue we receive will depend upon the efforts of third parties which may not be

successful and are only partially within our control If we are unable to enter into such arrangements on acceptable terms or at all we may not be able

to successfully commercialize voreloxin If we are not successful in commercializing voreloxin or our future product candidates if any either on our

own or through collaborations with one or more third parties our future product revenue will suffer and we may incur significant additional losses

We depend on various consultants and advisors for the success and continuation of development efforts

We work extensively with various consultants and advisors who provide advice and or services in various business and development
functions including clinical development operations and strategy regulatory matters accounting and finance The potential success of our drug
development programs depends in part on continued collaborations with certain of these consultants and advisors Our consultants and advisors are

not our employees and may have commitments and obligations to other entities that may limit their availability to us We do not know if we will be

able to maintain such
relationships or that such consultants and advisors will not enter into other arrangements with competitors any of which could

have detrimental impact on our development objectives and our business

If conflicts of interest arise between our collaboration partners and us any of them may act in their selfinterest which may be adverse to

our interests

If conflict of interest arises between us and one or more of our collaboration partners they may act in their own self interest or otherwise in

way that is not in the interest of our company or our stockholders Our collaboration partners are conducting multiple product development efforts

within the disease area that is the subject of collaboration with our company In some of our collaborations we have agreed ndt to conduct

independently or with any third party any research that is competitive with the research conducted under our collaborations Our collaboration

partners however may develop either alone or with others products in related fields that are competitive with the product candidates that are the

subject of these collaborations Competing products either developed by our collaboration partners or to which our collaboration partners have rights

may result in their withdrawal of support for product candidate covered by the collaboration agreement

If one or more of our collaboration partners were to breach or terminate their collaboration agreements with us or otherwise fail to perform
their obligations thereunder in timely manner the preclinical or clinical development or commercialization of the affected product candidates could

be delayed or terminated We do not know whether our collaboration
partners

will pursue alternative technologies or develop alternative product
candidates either on their own or in collaboration with others including our competitors as means for developing treatments for the diseases targeted
by collaboration agreements with our company

Our facilities are located near known earthquake fault zones and the occurrence of an earthquake or other catastrophic disaster could
cause damage to our facilities and equipment which could require us to cease or curtail operations

Our facilities are located in the San Francisco Bay Area near known earthquake fault zones and are vulnerable to significant damage from

earthquakes We are also vulnerable to damage from other types of disasters including fires floods power loss communications failures and similar

events If any disaster were to occur our ability to operate our business at our facilities may be seriously or completely impaired and our data could be
lost or destroyed
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Compliance with changing regulation of corporate governance and public disclosure may result in additional expenses

Changing laws regulations and standards relating to corporate governance and public disclosure may create uncertainty regarding compliance

matters New or changed laws regulations and standards are subject to varying interpretations
in many cases As result their application in practice

may evolve over time We are committed to maintaining high standards of corporate governance and public disclosure Complying with evolving

interpretations
of new or changed legal requirements may cause us to incur higher costs as we revise current practices policies and procedures and

may divert management time and attention from potential revenue-generating activities to compliance matters If our efforts to comply with new or

changed laws regulations and standards differ from the activities intended by regulatory or governing bodies due to ambiguities related to practice our

reputation may also be harmed Further our board members chief executive officer and chief financial officer could face an increased risk of personal

liability
in connection with the performance of their duties As result we may have difficulty attracting and retaining qualified

board members and

executive officers which could harm our business

Global credit and financial market conditions negatively impact the value of our current portfolio of cash equivalents or short-term

investments and our ability to meet our financing objectives

Our cash and cash equivalents are maintained in highly liquid investments with remaining matunties of 90 days or less at the time of

purchase Our marketable securities consist primarily of investments in readily marketable debt securities with remaining maturities of more than

90 days at the time of purchase While as of the date of this filing we are not aware of any downgrades matenal losses or other significant

deterioration in the fair value of our cash equivalents or marketable securities no assurance can be given that further deterioration in conditions of the

global credit and financial markets would not negatively impact Our current portfolio of cash equivalents or marketable securities or our ability to meet

our current liquidity
needs

Risks Related to Our industry

The regulatory approval process is expensive time consuming and uncertain and may prevent us from obtaining approval for the

commercialization of voreloxin

The research testing manufacturing selling and marketing of product candidates are subject to extensive regulation by the FDA and other

regulatory authorities in the United States and other countries which regulations differ from country to country Neither we nor our collaboration

partners are permitted to market our product candidates in the United States until we receive approval of new drug application or NDA from the

FDA or in any other country without the equivalent marketing approval from such country We have not received marketing approval for

voreloxin None of our collaboration partners has had product resulting from our collaboration enter clinical trials In addition failure to comply

with FDA and other applicable U.S and foreign regulatory requirements may subject us to administrative Or judicially imposed sanctions including

warning letters civil and criminal penalties injunctions product seizure or detention product recalls total or partial suspension of production and

refusal to approve pending NDA5 supplements to approved NDAs or their foreign equivalents

Regulatory approval of an NDA or NDA supplement or foreign equivalent is not guaranteed and the approval process is expensive and may

take several years Furthermore the development process for oncology products may take longer than in other therapeutic areas Regulatory authorities

have substantial discretion in the drug approval process Despite the time and expense exerted failure can occur at any stage and we could encounter

problems that cause us to abandon clinical trials or to repeat or perform additional preclinical
studies and clinical trials The number of preclinical

studies and clinical trials that will be required for marketing approval varies depending on the drug candidate the disease or condition that the drug

candidate is designed to address and the regulations applicable to any particular drug candidate The FDA or foreign regulatory authority can delay

limit or deny approval of drug candidate for many reasons including

the drug candidate may not be deemed safe or effective

regulatory officials may not find the data from preclinical studies and clinical trials sufficient

the FDA or foreign regulatory authority might not approve our or our third-party
manufacturers processes or facilities or

the FDA or foreign regulatory authority may change its approval policies or adopt new regulations
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We may be subject to costly claims related to our clinical trials and may not be able to obtain adequate insurance

Because we conduct clinical trials in humans we face the risk that the use of voreloxin and any other future product candidates if any will

result in adverse side effects We cannot predict the possible hanns or side effects that may result from our clinical trials Although we have clinical

trial liability insurance for up to $10.0 million aggregate our insurance may he insufficient to cover any such events We do not know whether we will

be able to continue to obtain clinical trial coverage on acceptable terms or at all We may not have sufficient resources to pay for any liabilities

resulting from claim excluded from or beyond the limit of our insurance coverage There is also risk that third parties that we have agreed to

indemnify could incur liability Any litigation arising
from our clinical trials even if we were ultimately successful ould consume substantial

amounts of our financial and managerial resources and may create adverse publicity

Even if we receive regulatory approval to sell voreloxin the market may not be receptive to voreloxin

Even if voreloxin obtains regulatory approval voreloxin may not gain market acceptance among physicians patients healthcare payors and/or

the medical community We believe that the degree of market acceptance will depend on number of factors including

timing of market introduction of competitive products

Efficacy of our product

prevalence and severity of any side effects

potential advantages or disadvantages over alternative treatments

Strength of marketing and distribution support

price of voreloxin both in absolute terms and relative to alternative treatments and

availability of reimbursement from health maintenance organizations and other
third-party payors

For example the potential toxicity of single and repeated doses of voreloxin has been explored in number of animal studies that suggest the

dose-limiting toxieities in humans receiving voreloxin may be similar to some of those observed with approved cytotoxie agents including reversible

toxicity to bone marrow cells the
gastrointestinal system and other systems with rapidly dividing cells In our Phase and Phase clinical trials of

voreloxin we have witnessed the following side effects irrespective of causality ranging from mild to more severe lowered white blood cell count

that may lead to serious or possibly life-threatening infection hair loss mouth sores fatigue nausea with or without vomiting lowered platelet count
which may lead to an increase in brnising or bleeding lowered red blood cell count anemia weakness tiredness shortness of breath diarrhea and

intestinal blockage

If voreloxin fails to achieve market acceptance due to unacceptable side effects or any other reasons we may not be able to generate

significant revenue or to achieve or sustain
profitability

Even jfwe receive regulatory approval for voreloxin we will be subject to ongoing FDA and other regulatory obligations and continued

regulatory review which may result in signcant additional expense and limit our ability to commercialize voreloxin

Any regulatory approvals that we or our collaboration partners receive for voreloxin or our future product candidates if any may also be

subject to limitations on the indicated uses for which the product may be marketed or contain requirements for
potentially costly post-marketing

studies In addition even if approved the labeling packaging adverse event reporting storage advertising promotion and reeordkeeping for any

product will be subject to extensive and ongoing regulatory requirements The subsequent diacovery of previously unknown problems with product

including adverse events of unanticipated severity or frequency may result in restrictions on the marketing of the product and could include

withdrawal of the product from the market

Regulatory policies may change and additional government regulations may be enacted that could prevent or delay regulatory approval of our

product candidates We cannot predict the likelihood nature or extent of government regulation that may arise from future legislation or administrative

action either in the United States or abroad If we are not able to maintain regulatory compliance we might not be permitted to market voreloxin or our

future products and we may not achieve or sustain
profitability
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The coverage and reimbarsement status af newly approved drags is uncertain and failure to obtain adequate coverage and reimbursement could limit our

ability to market voreloxin and decrease our ability to generate revenue

There is significant uncertainty related to the third party coverage and reimbursement of newly approved drugs both nationally and intematsonally The commercial

success of voreloxin aod our fixture products if any in both domestic and intemational markets depends on whether third-party coverage and reimbursement is available for

the ordering of our fixture products by the medical profession for use by their patients Medicare Medicaid health maintenance organizations and other third-party payors

are increasingly attempting to manage healthcare costs by limiting both coverage and the level of reimbursement of new drugs and as result they may not cover or

provide adequate payment for our fixture products These payors may not vipw our future products as cost-effective and reimbursement may not be available to consumers

or may not be sufficient to allow our fixture products to be marketed on competitive basis Likewise legislative or regulatory
efforts to control or reduce healthcare costs or

reform govemment healthcare programs could result in lower prices or rejection of our future products Changes in coverage and reimbursement policies or healthcare cost

containment initiatives that limit or restrict reimbursement for our fixture products may reduce any fisture product revenue

Failure to obtain regulatory approval in foreign jurisdictions
will pre vent us from marketing voreloxin abroaik

We intend to market voreloxin in intemational markets In order to market voreloxsn in Canada the European Union and many other foreign jurisdictions we must

obtain separate regulatory approvals We have had limited interactions with foreign regulatory authorities and the approval procedures vary among countries and can

involve additional testing at significant cost The time required to obtain approval may differ from that required to obtain FDA approval Approval by the FDA does not

ensure approval by regulatory authorities in other countries and approval by one foreign regulatory authority does not ensure approval by regulatory authorities in other

foreign countries or by the FDA The foreign regulatory approval processes may include all of the risks associated with obtaining FDA approval We may not obtain foreign

regulatory approvals on timely basis if at all We may not be able to file for regulatory approvals and may not receive
necessary approvals to commercialize voreloxin or

any other future
products

in any market

Foreign governments often impose strict price controls which may adversely affect our future profitability

We intend to seek approval to market voreloxin in both the United States and foreigu jurisdictions If we obtain approval
in one or more foreigu jurisdictions we

will be subject to rules and regulations
in those jurisdictions relating to voreloxin In some foreigu countries particularly

in the European Union prescription drug pricing is

subject to govemmental control In these countries pricing negotiations with govemmental authorities can take considerable time after the receipt of markering approval for

drug candidate To obtain reimbursement or pricing approval in tome countries we may be required to conduct clinical trial that compares the cost-effectivenesi of

vorcloxin to other available therapies tf reimbursement of voreloxin is unavailable or limited in scope or amount or if pricing is set at unsatisfactory levels we may be

unable to achieve or sustain profitability

We may incur significant costs complying with environmental laws and regulations and failure to comply with these laws and regulations could expose us to

significant ilabiities

We use hazardous chemicals and radioactive and biological
materials in our business and arc subject to variety of federal state regional

and local laws and

regulations goveming the use generation manufacture storage handling and disposal of these materials Although we believe our safety procedures
for handling and

disposing of these materials and waste products comply with these laws and regulations we cannot eliminate the risk of accidental injury or contamination from the use

storage handling or disposal of hazardous materials In the event of contamination or injury we could be held liable for any resulting damages and any liability could

siguificantly
exceed our insurance coverage which is limited to $0.1 million for pollution cleanup and we are uninsured for third-party contamination injury

Risks Related to Our Common Stock

The closing of the Private Placement will result in substantial dilation to our stockholders If we sell shares of oar common stock in future financings or other

arrangements stockholders may experience additional dilation

On March 31 2009 we entered into securities purchase agreement with accredited investors including certain members of management providing
for

private

placement of up to $43.5 million of our securities or the Private Placement The Private Placement includes up to $15.0 million of units consisting of convertible preferred

stock and warrants to purchase common stock in two closings The initial closing for $10.0 million of units ii expected to close in the near term subject to the satisfaction

of customary closing conditions Subject to approval by our stockholders an additional $5.0 million of units maybe sold in the second closing which closing may occur at

our election or at the election of the investors in the Private Placement We may elect to hold the second closing if the achievement of specified milestone with respect to

voreloxin has occurred and our common stock is trading above specified floor price If we do not deliver notice to the investors of our election to complete the second

closing or if the conditions for the second closing have not been met the investors may elect to purchase the units in the second closing Notice of an election to complete

the second closing either by us or the investors must be delivered on or before the earliest to occur of December 2009 the common equity closing
described below or

the occurrence of qualifying sltcmative common stock financing If the second closing occurs it will be subject to the satisfaction of customary closing conditions Subject

to the approval of our stockholders the remaining tranche of $2g.5 million of common stock maybe sold in the common equity closing The common equity closing maybe

completed at or prior to the eariisr of December 31 2010 and qualifying altemative common stock financing subject to approval of majority of the investors and selling

at least $28.5 million of common stock in the common equity closing The comsnon equity closing may also be completed upon the election of the holders of majority of

the convertible preferred stock prior to date determined with reference to our cash balance at certain future dates

The closing of the Private Placement will result in substantial dilution to our stockholders Fcillowing the initial closing the holders of our common stock prior

thereto will hold approximately
54.3% of our outstanding common stock assuming conversion of the convertible preferred at the current conversion price and will hold

approximately
7.2% if the warrants issued at the initial closing are exercised in full Following the second closing for $5.0 million of units if completed the holders of our

common stock prior to the Private Placement will hold approximately 44.2% of our outstanding common stock assuming conversion of the convertible preferred at the

current conversion price and will hold approximately 28.3% if the warrants issued at the initial and second closings are exercised in full Following the common equity

closing if completed the holders of our common stock prior to the Private Placement would hold approximately t9% of our outstanding common stock assuming

conversion of the convertible preferred at the current conversion price and would hold approximately 15% if the warrants issued at the initial and second closingi are

exercised in full

We need to raise substantial additional funds through the Private Placement and otherwise to continue our operations fund additional clinical trials of voreloxin

and potentially commercialize voreloxin We plan to continue to finance our operations with combination of equity issuances including the possible closings of the sale of

units and common stock in the Private Placement and subject to the satisfaction of the conditions described above debt arrangements and possible partnership or license

of development and/or commercialization rights to voreloxin Any issuance of convertible debt securities preferred
stock or common stock may be at discount from the

then current trading price of our common stock If we issue additional common or preferred stock or securities convertible into common stock our stockholders will

experience
additional dilution which may be significant
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We may not have the sufficient funding to distribute capital to our common stockholders or continue our business upon change of control event

If change of control as that term is defined in the Certificate related to the convertible preferred to be issued in the Private Placement which includes sale or

merger of Sunesis or significant partnering transaction occurs the holders of the convertible preferred would be entitled to receive before any proceeds are distributed to
common stockholders three times the amount that the investors in the Private Placement paid for the units $10.0 million at the initial

closing and if consummated an

additional $5.0 million at the second closing which could
equal up to total of $45.0 million We would not have any capital to distribute to our common stockholders if

the consideration received in transaction that triggers change of control event under the certificate of
designation is less than this liquidation preference amount Further

if the investors elect to treat partnering transaction as change of control entitling the holders of the convertible preferred to the liquidation preference described above
the holders of the convertible preferred would be entitled to the full amount of any payments made by corporate partner by surrendering the convertible preferred up to the

liquidation preference amount which may leave us with insufficient resources to continue our business This right of the holders of the convertible preferred may also

impair our ability to enter into significant partnering transaction since partner would be
willing to enter into partnering agreement with us only if we have or had access

to sufficient
capital to satisfy our obligations under the

partnering agreement Whether or not we would have sufficient resources would depend on the terms of the

partnering agreement and other cash resources available to us at that time

We cannot take fundamental actions related to Sunesis without the consent of majority of the holders of the convertible preferred to be issued in the Private

Placement

For as long as the convertible preferred is outstanding
the holders of the convertible preferred to be issued in the Private Placement will have number of rights

including the right to approve any sale of the company any significant partnering transaction any issuance of debt or convertible preferred and except
if certain conditions

are met any issuance of common stock other than the second closing and the common equity closing contemplated by the Private Placement It is possible that the interests

of the holders of the convertible preferred and the holders of common stock may be inconsistent resulting in the inability to obtain the consent of the holders of
convertible preferred to matters that maybe in the best interests of the common stockholders

The price of our common stock may continue to be volatile and the value of an investment in our common stock may decline

In 2008 our common stock traded as low as $0.18 and as high as $2.10 Factors that could cause continued volatility in the market price of our common stock

include but are not limited to

failure to raise additional capital to
carry through with our clinical development plans and current and future operations

results from and any delays in or discontinuance of ongoing and planned clinical trials for voreloxin

announcements of FDA non-approval of voreloxm delays in filing regulatory documents with the FDA or other regulatory agencies or delays in the review

process by the FDA or other foreign regulatory agencies

announcements
relating to our collaborations with Biogen Idec JJPRD and Merck

announcements relating to
restructuring

and other operational changes

delays in the commercialization of voreloxin or our future products if any

Market conditions in the pharmaceutical biopharmaceutical and
biotechnology sectors

issuance of new or changed securities analysts reports or recommendations

actual and anticipated fluctuations in our quarterly operating results

developments or disputes concerning our intellectual
property or other proprietary rights

introduction of new products by our competitors

issues in manufacturing voreloxin drug substance or drug product or future products if any

Market acceptance of voreloxin or our future products if any

deviations in our operating results from the estimates of analysts

third-party healthcare reimbursement
policies

FDA or other U.S or foreign regulatory actions
affecting us or our industry

litigation or public concern about the
safety of voreloxin or future products if any

failure to develop or sustain an active and liquid trading market for our common stock

sales of our common stock by our officers directors or significant stockholders and

additions or departures of key personnel

In addition the stock markets in general and the markets for pharmaceutical biopharmaceutical and biotechnology stocks in
particular have experienced extreme

volatility that has often been unrelated to the
operating performance of the issuer These broad market fluctuations may adversely affect the

trading price or liquidity of our
common stock In the past when the market pnce of stock has been volatile holders of that stock have sometimes instituted securities class action

litigation against the
issuer If any of our stockholders were to bnng such lawsuit against us we could incur substantial costs

defending the lawsuit and the attention of our management would
be diverted from the operation of our business
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If we fail to continue to comply with the listing requirements of The NASDAQ Global Market the price of our common stock and our

ability to access the capital markets could be negatively impacted

Our common stock is currently listed on The NASDAQ Global Market To maintain the listing of our common stock on The NASDAQ
Global Market we are required to meet certain listing requirements including minimum closing bid price of $1 00 per share market value of

publicly held shares excluding shares held by our executive officers directors and 10% or more stockholders of at least $5 million and stockholders

equity of at least $10 million As of December 31 2008 our stockholders equity was $6 million As result we do not meet The NASDAQ Global

Market stockholders equity listing requirement In the event we complete the first closing contemplated by the Private Placement our stockholders

equity would be in excess of $10 million which may forestall delisting of the Company by NASDAQ

Additionally our common stock has traded in the near term below the $1.00 minimum bid price every trading day since September 17 2008

Under normal circumstances companies traded on NASDAQ would receive deficiency notice from NASDAQ if their common stock has traded

below the $1.00 minimum bid price for 30 consecutive business days Due to market conditions however on October 16 2008 NASDAQ announced

suspension of the enforcement of rules requiring minimum $1.00 closing bid price and the market value of publicly held shares with the suspension

to remain in place until Monday July 20 2009 If our common stock continues to trade below the $1.00 minimum bid price for 30 consecutive

business days following the end of NASDAQ enforcement suspension or if the market value of our common stock trades below $5 million for 30

consecutive business days following the end of NASDAQs enforcement suspension we would likely receive deficiency notice Following receipt of

deficiency notice we expect we would have 180 calendar days to regain compliance by having our common stock trade over the $1.00 minimum bid

price for at least 10-day period and we would have 90 calendar days to regain compliance by having our publicly held shares trade over $5 million in

value for at least 10-day period If we were to fail to regain compliance during the grace period our common stock could be delisted

If we fail to comply with the listing standards we may consider transferring to the NASDAQ Capital Market provided we met the transfer

criteria which is lower tier market or our common stock may be delisted and traded on the over-the-counter bulletin board network Moving our

listing to the NASDAQ Capital Market could adversely affect the liquidity of our common stock If our common stock were to be delisted by

NASDAQ we could face significant material adverse consequences including

limited availability of market quotations for our common stock

reduced amount of news and analyst coverage for us

decreased ability to issue additional securities or obtain additional financing in the future

reduced liquidity for our stockholders

potential loss of confidence by collaboration partners and employees and

loss of institutional investor interest and fewer business development opportunities

Provisions of our charter documents or Delaware law could delay or prevent an acquisition of our company even the acquisition would

be beneficial to our stockholders and could make it more dfficult to change management

Provisions of our amended and restated certificate of incorporation and amended and restated bylaws may discourage delay or prevent

merger acquisition or other change in control that stockholders might otherwise consider favorable including transactions in which stockholders might

otherwise receive premium for their shares In addition these provisions may frustrate or prevent any attempt by our stockholders to replace or

remove our current management by making it more difficult to replace or remove our board of directors These provisions include

classified Board of Directors so that not all directors are elected at one time

prohibition on stockholder action through written consent

limitations on our stockholders ability to call special meetings of stockholders

an advance notice requirement for stockholder proposals and nominations and
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the authority of our Board of Directors to issue preferred stock with such terms as our Board of Directors may determine

In addition Delaware law prohibits publicly held Delaware corporation from engaging in business combination with an interested

stockholder generally person who together with its affiliates owns Or within the last three yØÆrshas owned 15% of our voting stock for period of
three years after the date of the transaction in which the person became an interested stockholder unless the business combination is approved in

prescribed manner Accordingly Delaware law may discourage delay or prevent change in control of our company

Provisions in our charter-documents and provisions of Delaware law could- limit the price that investors are willing to pay in the future for

shares of our common stock

The ownership of our common stock is highly concentrated and your interests may conflict with the interests of our existing stockholders

Our executive officers and directors and their affiliates beneficially owned approximately- 7.5 percent of our outstanding common stock as of
March 15 2009 Accordingly these stockholders acting as group could have significant influence over the outcome of corporate actions requiring
stockholder approval including the election of directors any merger consolidation or sale of all or substantially all of our assets or any other

significant corporate transaction The significant concentration of-stock ownership may adversely affect the trading price of our common stock due to
investors perception that conflicts of interest may exist or arise

We have never paid dividends on our capital stock and we do not anticipate paying any cash dividends in the foreseeable future

We have never declared or paid cash dividends on our capital stock We do not anticipate paying any cash dividends on our capital stock in

the foreseeable future -We-currently iOtund ttrretain all available funds andany future earnings to fund the development and growth of our business As
result capital appreciation if any of our common stock will be our stockholders sole source of gain for the foreseeable future

We areät risk of securitieE-class action litigation

In the past securities class action litigation has often been brought against company following decline in the market price of its securities

This risk
is-especially relevant for usbecaOse biotechnology companies have experienced greater than average stock price volatility in recent years If

we faced such litigation it could result in substantial costs and diversion of managements attention and resources which could harm Our business

ITEM lB UNRESOLVEJjT4Ff COMMENTS

None

ITEM PROPERTIES

Prior to January15 2009 we leased approximately 54000 square feet of oflice and labotoiy space at 341 Oytter Point Boulevard in South
San Francisco California with an initiallease term- expiring in June 2013 As result of the reorganization and workforce reduction in June 2008 we
vacated this building and consolidated our remaining employees to 395 Oyster Point Boulevard and 349 Allerton Avenue as-described below In

January 2009 we signed an agreement for the termination of our lease at 341 Oyster Point Boulevard and voluntarily surrendered the premises to our
landlord See Note 17 Subsequent Events to the Notes to Consolidated Financial Statements for further information regarding our lease

In December 2006 we leased approximately -15000 square -feet of office space at 395 Oyster Point-Boulevard in South San Francisco
California which currently is our main office This lease expires in April 2013 subject to our option to extend the lease through February 2014
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In October 2008 we leased approximately 5500 square feet of laboratory space at 349 Allerton Avenue South San Francisco

California Our lease expires in October 2010 with an option to extend the lease through October 2012

We believe that our current facilities will be sufficient to meet our needs through 2009

ITEM LEGAL PROCEEDINGS

From time to time we may be involved in routine legal proceedings as well as demands claims and threatened litigation that arise in the

normal course of our business The ultimate outcome of any litigation is uncertain and unfavorable outcomes could have negative impact on our

results of operations and financial condition Regardless of outcome litigation can have an adverse impact on us because of the defense costs diversion

of management resources and other factors

We believe there is no litigation pending that could individually or in the aggregate have material adverse effect on our results of

operations or financial condition

ITEM SUBMISSION OF MATTERS TOA VOTE OFSECURITYHOLDERS

Not applicable

PART II

ITEM MARKET FOR REGISTRANTS COMMONEQUITY RELATED STOCKHOLDER MA TTERS AND ISSUER PURCHASES OF

EQUITY SECURITIES

Our common stock par value $00001 per share has been traded on the Nasdaq Global Market since September 27 2005 under the symbol

SNSS

Prior to such time there was no public market for our common stock The following table sets forth the range of the high and low sales prices

by quarter as reported by the Nasdaq Global Market

Year-Ended December 31 2007 Hinh Low

Fourth Quarter 0.95 0.31

As of March 20 2009 there were approximately 207 holders of record of our common stock In addition we believe that
significant

number

of beneficial owners of our common stock hold their shares in nominee or in street name accounts through brokers On March 23 2009 the last sale

price reported on the Nasdaq Global Market for our common stock was $0.17 per share

Dividend Policy

We have never paid cash dividends on our common stock We do not anticipate paying any cash dividends on our capital stock in the

foreseeable future While subject to periodic review the current policy of our Board of Directors is to retain cash and investments primarily to provide

funds for our future growth

Unregistered Sales of Equity Securities

There were no repurchases of securities or any sales of unregistered equity securities during the year ended December 31 2008

Second Quarter 4.70 3.25

LIIIIIIIIIIIIIINI1I1I1 I1It IW
Fourth Quarter 2.64 1.70

Year-Ended December31 2008 High Low

Second Quarter 2.01 1.26u.
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Performance Graph

The following graph compares our cumulative total stockholder return since September 27 2005 with The NASDAQ Composite Index and

The NASDAQ Biotechnology Index composed of other similarly situated companies The graph assumes that the value of the investment in our

common stock and each index was $100.00 on September 27 2005 and assumes reinvestment of dividends The stock price performance shown on the

graph is not necessarily indicative of future price performance and we do not make or endorse any predictions as to future stockholder returns

COMPARISON OF 39 MONTH CUMULATIVE TOTAL RETURN
Among Suneals Pharmaceuticals mc The NASDAQ Composite index

Md Th NDAQ Biotechnology Index

IVO$

Suneel Pharmaceutical Inc NA$OAQ Composite NASOAQ Biotechnology
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The information presented above in the stock performance graph shall not deemed to be soliciting material or to be filed with the

Commission or subject to Regulation 14A or 4C and is not to be incorporated by reference into any filing by us under the Securities Act of 1933 as

amended or the Securities Exchange Act of 1934 as amended whether made before or after the date hereof and
irrespective of any general

incorporation language in any such
filing
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ITEM SELECTED FINANCIAL DATA

The following selected financial data should be read in conjunction with Managements Discussion and Analysis of Financial Condition and

Results of Operations and our consolidated financial statements and notes to those statements included elsewhere in this report

Year Ended December 31

2008 2007 2006 2005 2004

In thousands except per share amounts

The following discussion and analysis of our financial condition as ofDecember 31 2008 and results of operations for the year ended

December 31 2008 should be read together with our consolidated financial statements and related notes included elsewhere in this report This

discussion and analysis contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 as amended and

Section 21E of the Securities Exchange Act of 1934 as amended that involve risks uncertainties and assumptions All statements other than

statements of historical facts are forward-looking statements for purposes of these provisions including any projections of revenue expenses or

other financial items any statement of the plans and objectives of management for future operations any statements concerning proposed new clinical

trials or licensing or collaborative arrangements any statements regarding future economic conditions or performance and any statement of

assumptions underlying any of the foregoing In some cases forward-looking statements can be identified by the use of terminology such as

anticipates believe continue estimates expects intend look forward may could seeks plans potential or will

or the negative thereof or other comparable terminology Although we believe that the expectations reflected in the Jbrward-looking statements

contained herein are reasonable there can be no assurance that such expectations or any of the forward-looking statements will prove to be correct

and actual results could dffer materially from those projected or assumed in the forward-looking statements Our actual results may differ materially

from those anticipated in these forward-looking statements as result of many factors including but not limited to those set forth under Risk

Factors and elsewhere in this report We urge you not to place undue reliance on these forward-looking statements which speak only as of the date

of this report Allforward-looking statements included in this report are based on information available to us on the date a/this report and we assume

no obligation to update any forward-looking statements contained in this report

Consolidated Statement of Operations

Res enues

Collaboration revenue 4.917 L576 6353 739 5938

ollahoranon re enue from related parts
757 7.31 0.01 4.201

License revenue 500 500

Grant and Øllowship revenue 75 100 166

Total resemics 5417 9.663 13.709 16522 10 05

Operating expenses

Research and development 26285 36060 615 166 23616

Gene al and admtnktrative 1524 l3.70 2255 S.23 7.352

Restrucmring and impairment charges 5783 1.563

Total operIting expenses
43.592 51 193 457Q 44.449 30.968

Loss fi-oni operations 38.175 530 1.2 .161 927 20.663

Interest in nine 929 29 7.395 1092 518

Interest expense 172 21 47 674 31

Other income expense net
272

Net loss 137.1 86 38 123 27.499 2053

onertihle prelerred stock deemed dt idend 88.002

Loss applicable to common stockholders 37186 38.761 31.237 11 15.591 20.530

Basic and diluted loss per share applicable to CO ThflOfl

stockholders

of December 31

onsolidated Balance Sheet Data 2008 2007 2006 2005 2004

In thousands

Tash cash equivalents and marketable securities 10.619 47684 63105 48333 36.812

Vi orkino capital
5.37 39 07 55.279 40.156 2.707

Total assets fl784 246 69.276 54.708 43.026

ongterm po non of equipment leases 1.353 956 1.316 4.438

onertiblc preferred stock 108.813

ommon stock and additional pad-in capital
322.675 72t.5S3 29.077 240.692 6494

Accumulated deficit 316.192 279.006 240245 209008 93417
Total stockholders equity deficit 6491 41394 56804 38466 90044

ITEM MANAGEMENTS DISCUSSION AND ANAL YSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
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Overview

We are biopharmaceutical company focused on the development and commercialization of new oncology therapeutics for the treatment of

hematologic and solid tumor cancers We have built highly experienced cancer drug development organization committed to advancing our lead

product candidate voreloxin in multiple indications to improve lives of people with cancer

From our incorporation in 1998 through 2001 our operations consisted primarily of developing and refining our proprietary methods of

discovering drugs in pieces or fragments Since 2002 through June 2008 we focused on the discovery in-licensing and development of novel small
molecule drugs In June 2008 we announced corporate realignment to focus on the development of voreloxin In conjunction with this strategic

restructuring we expanded our late-stage development team announced the winding down of our internal discovery research activities ceasing
development of an enhanced fragment-based discovery platform and reduced our workforce by approximately 60 percent

We are currently advancing voreloxin through Phase development Voreloxin is first-in-class anticancer quinolone derivative or AQD
class of compounds that has not been used previously for the treatment of cancer Quinolone derivatives have been shown to mediate antitumor activity

by targeting mammalian topoisomerase II an enzyme critical for replication and have demonstrated promising preclinical antitumor
activity We are

in the process of conducting three clinical trials of voreloxin Phase clinical trial known as the REVEAL-I trial in previously untreated elderly

patients with acute myeloid leukemia or AML Phase b/2 clinical trial combining voreloxin with cytarabine for the treatment of patients with

relapsed/refractory AJvIL and Phase single agent clinical trial in advanced platinum-resistant ovarian cancer patients We have worldwide

development and commercialization rights to voreloxin We may enter into partnering arrangements for this product candidate to maximize its

commercial potential

We have taken number of important steps to focus our resources and efforts on the advancement of voreloxin We have discontinued

development of our product candidate SNS-032 selective inhibitor of cyclin-dependent kinases or CDKs and which we had in-licensed from

Bristol-Myers Squibb Company or BMS In December 2008 we notified BMS that we were terminating the license agreement for SNS-032 In

addition we recently completed enrollment in Phase trial of SNS-3 14 potent and selective pan-Aurora kinase inhibitor discovered
internally at

Sunesis in patients with advanced solid tumors maximum tolerated dose was not established in that
trial and no responses were observed We

currently have no plans to conduct further development activities on SNS-3 14 on our own but we plan to seek partner to support further development
of SNS-3 14

On March 31 2009 we entered into securities purchase agreement with accredited investors including certain members of management
providing for

private placement of our securities of up to $43.5 million or the Private Placement The Private Placement contemplates the sale of up
to $15.0 million of umts consisting of Series Preferred Stock and wanants to purchase common stock in two closings $10.0 million of units would
be sold in the initial closing which is expected to occur in the near term subject to the satisfaction of customary closing conditions Subject to the

approval of our stockholders an additional $5.0 million of units may be sold in the second closing which closing may occur at our election or at the

election of the investors in the Private Placement We may elect to hold the second closing if the achievement of specified milestone with respect to

voreloxin has occurred and our common stock is trading above specified floor price If we have not delivered notice to the investors in the Private
Placement of our election to complete the second closing or if the conditions for the second closing have not been met the investors may elect to

purchase the units in the second closing by delivering notice to us of their election to purchase the units Notice of an election to complete the second

closing either by us or the investors in the Private Placement must be delivered on or before the earliest to occur of December 31 2009 the common
equity closing described below or the occurrence of qualiing alternative common stock fmancing If the second closing occurs it will be subject to
the satisfaction of customary closing conditions Subject to the approval of our stockholders the remaining tranche of $28.5 million of common stock

may be sold in the common equity closing The common equity closing may be completed at our election prior to the earlier of December 31 2010 and

qualifying alternative common stock financing or upon the election of the holders of majority of the Series Preferred Stock issued in the Private

Placement prior to date determined with reference to our cash balance dropping below $4.0 million at certain future dates If we elect to hold the

common equity closing it will be subject to the approval of the purchasers holding majority of the Series Preferred Stock issued in the Private
Placement and subject to condition that we sell at least $28.5 million of common stock in the common equity closing

In conjunction with the Private Placement the investors have been granted number of rights including the right to approve any sale of the

company any issuance of debt or preferred stock and except if certain conditions are met any issuance of common stock other than the second closing
and the common stock financing described above and the

right to appoint three of eight members of our Board of Directors following the initial

closing and five of nine members of our Board of Directors following the second closing if completed
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In March 2009 we announced that we sold our interest in all of our lymphocyte function-associated antigen-i or LFA- patents and related

know-how to SARcode Corporation or SARcode for total cash consideration of $2 million SARcode has been the exclusive licensee of those assets

since March 2006 and is developing small molecule LFA-l inhibitor SARI 118 for T-cell mediated ophthalmic diseases We still hold series of

secured convertible notes issued by SARcode having total principal value of$l million We had discontinued our LFA-l antagonist program in 2004

when we focused our research and development efforts on oncology

Our fragment-based discovery approach called Tethering formed the basis of several strategic
research and development collaborations

entered into between 2002 and 2004 including collaborations with Biogen Idec Inc or Biogen Idec Johnson Johnson Pharmaceutical Research

Development L.L.C or JJPRD and Merck Co Inc or Merck We are no longer receiving research funding in any of our current

collaborations In the first quarter of 2009 JJPRD informed us that it has ceased development of the previously selected Cathepsin inhibitor and

the
parties

initiated discussions regarding proposed mutual termination of the collaboration agreement As result we do not expect to receive any

additional revenues from JJPRD under the collaboration agreement JJPRD is entitled to terminate the collaboration agreement without cause upon

180 days written notice We may in the future receive milestones as well as royalty payments based on future sales of products if any resulting from

the Biogen Idec or Merck collaborations

We have incurred significant losses in each year since our inception As of December 31 2008 we had an accumulated deficit of

$316.2 million including deemed dividend of $88.1 million recorded in conjunction with our IPO in September 2005 We expect our sigmficant net

losses to continue for the foreseeable future as we continue to conduct development of and seek regulatory approvals for voreloxin

Critical Accounting Policies and the Use of Estimates

The accompanying discussion and analysis of our financial condition and results of operations are based on our consolidated financial

statements and the related disclosures which have been prepared in accordance with U.S generally accepted accounting principles The preparation of

these consolidated financial statements requires our management to make estimates assumptions and judgments that affect the amounts reported in our

financial statements and accompanying notes including reported amounts of assets liabilities and expenses and the disclosure of contingent assets and

liabilities at the date of the consolidated financial statements as well as revenue and expenses during the reporting periods We evaluate our estimates

assumptions and judgments on an ongoing basis We base our estimates on historical experience and on various other assumptions we believe are

reasonable under the circumstances the results of which form the basis for making judgments about the carrying value of assets and liabilities that are

not readily apparent from other sources Management has discussed the development selection and disclosure of these estimates with the Audit

Committee of our Board of Directors Actual results could differ materially from these estimates under different assumptions or conditions

Our significant accounting policies are more fully described in Note to our consolidated financial statements included elsewhere in this

report We believe the following critical accounting policies reflect our more significant
estimates and assumptions used in the preparation of our

consolidated financial statements

Revenue Recognition

In accordance with Emerging Issues Task Force or EITF 00-21 Accounting for Revenue Arrangements with Multiple Deliverable which

we adopted effective July 2003 revenue arrangements with multiple deliverable items are divided into separate units of accounting based on whether

certain criteria are met including whether the delivered item has stand-alone value to the customer and whether there is objective and reliable evidence

of the fair value of the undelivered items We allocate the consideration we receive among the separate units of accounting based on their respective

fair value and we apply the applicable revenue recognition criteria to each of the separate units Where an item in revenue arrangement with multiple

deliverables does not constitute separate unit of accounting and for which delivery has not occurred we defer revenue until the delivery of the item is

completed

We record upfront non-refundable license fees and other fees received in connection with research and development collaborations as

deferred revenue and recognize these amounts ratably over the relevant period specified in the agreements generally the research term

We recognize research funding related to collaborative research with our collaboration partners as the related research services are performed

This funding is normally based on specified amount per full-time equivalent employee per year

We recognize revenue from milestone payments which are substantially
at risk at the time the collaboration agreement is entered into and

performance-based at the date of the collaboration agreement upon completion of the applicable milestone events We intend to recognize any future

royalty revenue if any based on reported product sales by third-party
licensees
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We recognize grant revenue from govemment agencies and private research foundations as the related qualified research and development
Costs are incurred up to the limit of the prior approval funding amounts

Clinical TrialAccounting

We record accruals for estimated clinical trial costs comprising payments for work performed by contract research organizations and

participating clinical trial Sites These costs may be
significant component of future research and development expense We accrue costs for clinical

trials performed by contract research organizations based on estimates of work performed under the contracts Costs of setting up clinical trial sites for

participation in trials are expensed immediately Costs related to patient enrollment are accrued as patients are entered in the trial reduced by an initial

payment made to the hospital when the first patient is enrolled These cost estimates may or may not match the actual costs incurred for services

performed by the organizations as determined by patient enrollment levels and related activities If we have incomplete or inaccurate information we
may underestimate costs associated with various trials at given point in time Although our experience in estimating these costs is limited the

difference between accrued expenses based on our estimates and actual expenses have not been material to date

Stock-Based Compensation

We grant options to purchase common stock to our employees directors and consultants under our stock option plans Eligible employees can
also purchase shares of common stock at 85 percent of the lower of the fair market value of the common stock at the beginning of an offering period or
at the purchase date under our 2005 Employee Stock Purchase Plan

Upon adoption of FAS 123R we retained our method of valuation for share-based awards granted using the Black-Scholes option-pricing
model or Black-Scholes Model Our determination of fair value of share-based payment awards on the date of grant using an option-pricing model is

affected by our stock price as well as assumptions regarding number of highly complex and subjective variables These variables include but are not
limited to our expected stock price volatility over the term of the awards and actual and projected employee stock option exercise behaviors Changes
in these input variables would affect the amount of expense associated with stock-based compensation

FAS 123R requires the cash flows resulting from the tax benefits related to tax deductions in excess of the compensation Costs recognized for

these options excess tax benefits to be classified as financing cash flows

Recent Accounting Pronouncements

Fair Value Measurements

In September 2006 the FASB issued SFAS No 157 Fair Value Measurements or SFAS 157 SFAS 157 establishes common definition
for fair value creates framework for measuring fair value and expands disclosure requirements about such fair value measurements Effective
January 2008 we adopted SFAS 157 for financial assets and liabilities recognized at fair value on recurring basis The adoption of SFAS 157 for

financial assets and liabilities did not have material impact on our financial statements See Note 14 Fair Value Measurements to the Notes to

Consolidated Financial Statements for information and related disclosures regarding our fair value measurements

In February 2008 the FASB issued Statement of Financial Position FSP No 157-2 which delays the effective date of FAS 157 for non
financial assets and non-financial liabilities except for items that are recognized or disclosed at fair value on recurring basis items that are
remeasured at least annually The FSP deferred the effective date of FAS 157 for non-financial assets and non-financial liabilities until our fiscal year
beginning on January 2009 We do not expect the adoption of FAS 157 for non-financial assets and non-financial liabilities to have material effect

on our consolidated financial statements

Accountingfor Advance Payments for Goods or Services to Be Used in Future Research and Development

In June 2007 the Emerging Issues Task Force issued EITF Issue 07-03 Accounting for Advance Payments for Goods or Services to Be
Used in Future Research and Development or EITF 07-03 EITF 07-03 addresses the diversity which exists with respect to the accounting for the

non-refundable portion of payment made by research and development entity for future research and development activities Under EITF 07-03 an

entity would defer and capitalize non-refundable advance payments made for research and development activities until the related goods are delivered
or the related services are performed EITF 07-03 was effective for fiscal years beginning after December 15 2007 and interim periods within those

years The adoption of EITF 07-03 did not have material impact on our financial statements
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Accounting for Collaborative Agreements

In December 2007 the EITF reached consensus on EITF Issue 07-0 Accounting for Collaborative Agreements or EITF 07-01 EITF 07-

01 defines collaborative arrangements and establishes reporting requirements for transactions between participants and third parties
in collaborative

arrangement EITF 07-01 prohibits companies from applying the equity method of accounting to activities performed outside separate legal entity by

virtual joint venture Instead revenues and costs incurred with third parties in connection with the collaborative arrangement should be presented

gross or net by the collaborators based on the criteria in EITF Issue No 99-19 Reporting Revenue Gross as Principal versus Net as an Agent and

other applicable accounting literature The consensus should be applied to collaborative arrangements in existence at the date of adoption using

modified retrospective method that requires reclassification in all periods presented for those arrangements still in effect at the transition date unless

that application is impracticable The consensus is effective for fiscal years beginning after December 15 2008 We do not expect the adoption of EITF

07-01 to have material impact on our financial statements

Overview of Revenues

We have not generated any revenue from sales of commercial products and do not expect to generate any product revenue or any other

significant revenue for the foreseeable future To date our revenue has consisted of collaboration revenue license revenue and grant and fellowship

revenue

Collaboration Revenue In the past we have generated revenue primarily through our collaborations consisting principally of research funding

and milestones paid by our collaborators substantially offsetting our related research and development expenses We are no longer conducting any

research activities in connection with any of our collaborations and are no longer receiving research funding in any collaboration As result of our

2008 restructuring and the resulting wind down of our research activities to focus our resources and efforts on the advancement of voreloxin we do not

anticipate conducting any research activities in coimection with any future strategic collaboration or receiving any research funding

We are entitled to receive milestone payments under our collaborations with Biogen Idec JJPRD and Merck if one or more of these

collaborators achieve milestone for which payment is due to us Milestone payments earned under collaborations totaled $4.8 million in 2006 and

$1.0 million in each of 2007 and 2008 We may in the future receive royalty payments based on future sales of products if any resulting from these

collaborations However none of the products under these collaborations have yet entered clinical testing in humans In addition in the first quarter of

2009 JJPRD informed us that it has ceased development of the previously selected Cathepsin inhibitor and the parties
initiated discussions

regarding proposed mutual termination of our collaboration agreement As result we do not expect to receive any milestone or royalty revenue

from JJPRD in the future

The table below sets forth our revenue since January 12006 from each of these collaborators

Year Ended December 31

2008 2007 2006

In thousands

Biogeit Idec tG

Merck 107 1576 6353

JJ P1W

Total 4917 9163 13671

Our collaboration revenue if any will be substantially lower in future years unless and until any products that may result from the

collaborations advance to level where significant milestones will be payable to us We do not expect to generate royalty revenue from these

collaborations in the foreseeable future if at all See Note Strategic Collaborative Agreements to Notes to Consolidated Financial Statements for

more information regarding our strategic collaborations

Grant and Fellowship Revenue Grant and fellowship revenue is recognized as we perform services under the applicable grant Since

inception we had been awarded an aggregate of $5.4 million in federal grants and had recognized $2.5 million as revenue from such grants and other

significantly smaller grants
and fellowships Grant and fellowship revenues for the period ended December 31 2006 was under $0.1 million There

was no grant and fellowship revenue recognized in 2007 or 2008 and we do not expect to recognize any grant and fellowship revenue in future years
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License Revenue Under our license agreement with SARcode we recognized total cash payments of $1.0 million in license fees$0.5 million

in each of 2007 and 2008 We also received series of three secured notes with total principal value of$1.0 million which are convertible into

preferred stock of SARcode We did not record these notes which are due in 2012 as revenue due to uncertainty of collectibility In March 2009 we

aimounced that we sold our interest in all of the patents and related know-how that had been the subject of the license agreement to SARcode for total

cash consideration of $2 million As result the license with SARcode was terminated and we will not receive any future license fees milestones or

royalties
under that license

Overview of Operating Expenses

Research and Development Expense Most of our operating expenses to date have been for research and development activities Past research

and development expense primarily represents costs incurred

in the discovery and development of novel small molecule therapeutics and the advancement of product candidates towards clinical trials

including the Phase and Phase clinical trial costs for voreloxin and the Phase clinical trial costs for SNS-032 and SNS-3 14

in the development of our proprietary fragment-based Tethering drug discovery approach and other novel fragment-based drug discovery

methods

in the development of in-house research preclinical study and development capabilities

in connection with
in-licensing activities and

in the conduct of activities we are required to perform in connection with our strategic collaborations

We expense all research and development costs as they are incurred

The table below sets forth our research and development expense annually since January 2006

Year Ended December 31

2008 2007 2006

In thousands

\oreIoxin 16.544 13699 8.420

SNS-032 .4tl 3.723

SNS-314 2004 4.563 528
Discovery programs and new technologies 2.23 4.l2 3.762

Other kinase inhibitors 1.997 785 l0.28
RAP kinase inhibitors 881 1.482

Other programs 23 275 213

BA inhibitors for .\lLheimers disease 316

TNF family and oncolo research

aihepsin inhibitors

Total 26.285 36060 35.61

We have incurred research and development expense associated with both our internal research and development activities and in the conduct

of activities we were required to perform in connection with our strategic collaborations Each of our collaborations involved research funding to us

which
substantially

offset the related research and development expenses

As result of our 2008 restructuring and the resulting wind down of our research activities we do not anticipate incurring any significant

additional research expenses related to the discovery of additional product candidates the development or application of our proprietary fragment-

based drug discovery methods or the development of in-house research capabilities In addition we are no longer conducting any research activities in

connection with any of our collaborations

However we have incurred and expect to continue to incur substantial research and development expense to conduct clinical trials of

voreloxin Clinical trials are costly and as we continue to advance voreloxin through clinical development we expect our related expenses to remain

high For example we expect to spend at least $11.0 million over the next twelve months to advance our voreloxin program to completion of the

current Phase lb/2 combination trial in AML Phase AML clinical trial in the untreated elderly and Phase clinical trial in ovarian cancer As of the

date of this report due to the risks inherent in the clinical trial process and given the early state of development we are unable to estimate the

additional substantial costs we will incur in the voreloxin development program
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In addition we are currently focused on trials in voreloxin of targeted indications and patient populations Based on results of translational

research clinical results regulatory and competitive concerns and our overall financial resources we anticipate that we will make determinations as to

which indications to pursue and
patient populations to treat and how much funding to direct to each indication on an ongoing basis This will affect our

research and development expense going forward

We are currently anticipating that development of voreloxin will be our highest priority If we engage development or commercialization

partner on our voreloxin program or if in the future we acquire additional product candidates our research and development expenses could be

significantly
affected We can not predict

whether future collaborative or licensing arrangements will be secured if at all and to what degree such

arrangements would affect our development plans and capital requirements

Under our Biogen Idec agreement we have the right to participate in the co-development and co-promotion of product candidates for up to

two targets including at our option the Raf kinase target on worldwide basis excluding Japan If we were to exercise our option on one or more

product candidates our research and development expense would increase significantly

General and Administrative Expense Our general and administrative expense consists primarily of salaries and other related costs for

personnel in finance human resources facilities management legal including intellectual property management and general administration as well

as non-cash stock-based compensation Other significant costs include facilities costs and fees paid to outside legal advisors and independent auditors

In 2009 we expect general and administrative expenses to be further reduced

Restructuring and Impairment Expenses In the second quarter of 2008 we implemented corporate realignment to focus on the development

of voreloxin In conjunction with this strategic restructuring we expanded our late stage development leadership team announced the winding down

of internal discovery research activities and reduced our workforce by approximately 60 percent All terminated employees were awarded severance

payments and continuation of benefits based on length of service and career transition assistance We also consolidated our remaining employees in

our leased premises at 395 Oyster Point Boulevard and 349 Allerton Avenue and vacated our former research and development facility at 341 Oyster

Point Boulevard in February 2009

On March 30 2009 the Compensation Committee of our Board of Directors in conjunction with the closing of the Private Placement

committed to restructuring plan that will result in reduction in force affecting six employees including two executives Valerie Pierce Senior Vice

President and General Counsel and Dr Lesley Stolz Vice President Business and Corporate Development In addition Dr Jim Young is
retiring as

Executive Chairman and will continue to serve on the Board of Directors as non-executive Chairman Employees directly
affected by the

restructuring

plan have received notification and will be provided with severance payments We expect to complete the restructuring plan in April 2009

As result of the restructuring plan we estimate that we will record one-time restructuring charge of approximately $0.6 million in the first

quarter of 2009 for severance and other personnel-related expenses The severance payments will be made during the second quarter of 2009 Other

personnel-related expenses such as employee benefits will be substantially paid over the remainder of 2009 The
restructuring charge that we expect to

incur in connection with the restructuring is subject to number of assumptions and actual results may materially differ We may also incur other

material charges not currently contemplated due to events that may occur as result of or associated with the restructuring plan

Results of Operations

Years Ended December 31 2008 and 2007

Revenue Total revenue decreased to $5.4 million in 2008 from $9.7 million in 2007 Collaboration revenue decreased to $4.9 million in 2008

from $9.2 million in 2007 primarily due to $3.3 million decrease in collaboration revenue from Biogen Idec resulting from the June 2008

termination of the research phase of our collaboration and ii $1.5 million decrease in research revenue from our BACE program with

Merck Partially offsetting the decrease in collaboration revenue in 2008 was milestone payment from JJPRD for the selection of compound

targeting the Cathepsin enzyme using our proprietary Tethering technology We expect that we will have substantially lower collaboration revenue

if any in 2009 and in future years unless and until any products that may result from the collaborations advance to level where significant

milestones will be payable to us

Research and development expense Research and development expense decreased to $26.3 million in 2008 from $36.1 million in 2007 This

decrease is primarily due to $0.9 million decrease in expenses under our Rafkinase inhibitors program ii $6.8 million decrease in expenses

under our other kinase inhibitors discovery programs iii $2.6 million decrease in clinical trial activity related to SNS-314 iv $0.2 million

decrease in clinical trial activity related to SNS-032 $1.9 million decrease in expenses under discovery and new technology and vi $0.3

million decrease in expenses under other programs These decreases were partially offset by $2.9 million increase in voreloxin expenses due to

increased clinical development activities We expect that we will continue to incur significant expenses related to the development of voreloxin in

2009 and future years however research and development expenses may be lower in 2009 compared to 2008 as result of our focus on voreloxin
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General and administrative expense General and administrative expense decreased to $11.5 million in 2008 from $13.6 million in 2007 The

decrease was primarily due to reduced headcount resulting in $2.1 million decrease in employee-related expenses ii $0.3 million decrease in

office-related expenses and iii $0.1 million decrease in professional services These decreases were partially
offset by $0.4 million increase in

facilities and related expenses We expect general and administrative expenses to be further reduced in 2009

Restructuring and impairment charge In 2008 we recorded $5.8 million restructuring charge comprised of $5.9 million related to the

restructuring plan announced and implemented in June 2008 and $0.3 million of facility exit costs related to 2007 restructuring partially offset by

$0.4 million reversal of the 2007 restructuring related to the Companys facilities exit costs The 2008 restructuring charge consists ofi $3.6 million

related to employee severance and related benefit costs including non-cash portion of approximately $0.4 million related to stock-based

compensation and ii $2.3 million related to asset impairment and facility
exit costs Cash restructuring costs for 2008 totaled approximately $4.0

million or 68 percent of the $5.9 million restructuring charge In 2007 we recorded $1.6 million restructuring charge related to the restructuring

plan announced and implemented in August 2007 The 2007 restructuring charge consisted ofi $0.9 million in severance and related personnel

termination costs ii $0.1 million related to the extension of option exercise periods to 16 months for terminated employees iii $0.3 million write

off of leasehold improvements and iv $0.3 million accrual for lease obligations for the facility located at 395 Oyster Point Boulevard that at the

time in 2007 we were not utilizing Cash restructuring costs totaled approximately $1.1 million or 69 percent of the $1.6 million restructuring charge

in 2007

Interest income and expense Interest income decreased to $0.9 million in 2008 from $3.0 million in 2007 primarily due to lower average

balances of cash cash equivalents and marketable securities during 2008 as well as lower average interest rates We expect 2009 interest income to be

significantly
lower due to lower average balances of cash cash equivalents and marketable securities Interest expense was $0.2 million for both 2008

and 2007 Interest expense was comparable for both years due to higher interest rates on lower outstanding debt obligation in 2008 compared to lower

interest rates on higher outstanding debt obligations in 2007 We expect 2009 interest expense will be significantly lower compared to 2008 because

the Companys debt obligation was paid off in 2008

Years Ended December 31 2007 and 2006

Revenue Total revenue decreased to $9.7 million in 2007 from $13.7 million in 2006 Collaboration revenue decreased to $9.2 million in

2007 from $13.7 million in 2006 primarily due to $4.8 million decrease in collaboration revenue from Merck in 2007 offset by $0.3 million

increase in collaboration revenue from Biogen Idec in 2007 and $0.5 million in license revenue from SARcode in 2007 The decrease in collaboration

revenue from Merck resulted primarily from the fact that $4.3 million milestone payment was made by Merck in 2006 as compared to milestone

payment of $1.0 million in 2007 The $0.3 million increase in collaboration revenue from Biogen Idec resulted primarily from increased payments for

scientific personnel working on the collaboration The license revenue from SARcode resulted from the out-licensing of our LFA-l inhibitor program

Research and development expense Research and development expense increased to $36.1 million in 2007 from $35.6 million in 2006

Research and development expense associated with voreloxin increased to $13.7 million in 2007 from $8.4 million in 2006 due to increased clinical

trial activity The remainder of the increase was due to $0.3 million increase in expenses under discovery programs and new technologies due to

increased work on our proprietary technologies and discovery programs The increases in research and development expense in 2007 over 2006 were

offset by decrease of $1.7 million in SNS-032 expenses primarily because 2006 expense included $2.0 million non-cash license payment ii

decrease of $0.6 million in SNS-3 14 expenses due to reduced number of research employees working on this program partially offset by increased

outside services expense related to clinical studies iii $2.9 million in expenses for all other programs due to decrease in expenses related to Raf

and other kinase inhibitor programs

General and administrative expense General and administrative expense increased to $13.6 million in 2007 from $12.3 million in 2006 The

increase was primarily due to $0.9 million increase in employee-related expenses ii $0.3 million increase in non-cash stock-based

compensation expense and iii $0.2 million increase in office and related expenses primarily from computer and software expenditures which were

partially offset by $0.1 million decrease in professional services expense

Restructuring and impairment charge In 2007 we recorded $1.6 million restructuring charge related to the restructuring plan announced

and implemented in August 2007 The restructuring charge consists ofi $0.9 million in severance and related personnel termination costs

ii$0.1 million related to the extension of option exercise periods to 16 months for terminated employees iii $0.3 million write-off of leasehold

improvements and iv $0.3 million accrual for lease obligations for facility that we were not then utilizing
Cash restructuring costs totaled

approximately $1.1 million or 69 percent of the $1.6 million restructuring charge
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Interest income and expense Interest income decreased to $3.0 million in 2007 from $3.4 million in 2006 primarily due to lower average
balances of cash cash equivalents and marketable securities The decrease was partially offset by higher interest rates Interest expense decreased to

$0.2 million in 2007 from $0.5 million in 2006 primarily due to the recognition of $0.3 million non-cash interest expense in 2006 related to our

venture loan with Oxford Finance Corporation and Horizon Technology Funding Company LLC in 2006

Income Taxes

We apply the provisions of Statement of Financial Accounting Standards No 109 Accounting for Income Taxes or SFAS 109 Under
SFAS 109 deferred tax liabilities or assets arise from difference between the tax basis of liabilities or assets and the basis for financial

reporting Deferred tax liabilities and assets are measured using enacted tax rates expected to apply to taxable income in the years in which temporaly
differences are expected to be recovered or settled valuation allowance is provided for deferred tax assets for more likely than not they will be

realized

Since inception we have incurred operating losses and accordingly have not recorded provision for income taxes for any of the periods

presented As of December 31 2008 we had net operating loss carryforwards for federal and state income tax purposes of $201.6 million and

$102.9 million respectively We also had federal research and development tax credit carryforwards of $4.9 million and state research and

development tax credit carryforwards of $4.9 million If not utilized the federal net operating loss and tax credit carryforwards will expire at various

dates beginning in 2018 and the state net operating loss will expire beginning in 2009 The state research and development tax credit canyforwards do

not expire Utilization of the net operating loss and tax credits carryforwards may be subject to substantial annual limitation due to the ownership

change limitations provided by Section 382 of the Internal Revenue Code of 1986 as amended that are applicable if we experience substantial

ownership change which may occur for example as result of the IPO and other sales of our stock including our March 31 2009 Private Placement

see Note 17 Subsequent Events and similar state provisions The annual limitation may result in the expiration of net operating losses and credits

before utilization If substantial change in our ownership is deemed to have occurred or occurs in the future our ability to use our net loss

carryforwards in any year may be limited

In January 2007 we adopted FASB Financial Interpretation No 48 or FIN 48 The adoption of FIN 48 had no impact to our financial

statements As of December 31 2008 we recognized no material adjustment in income taxes payable and unrecognized tax benefits because we have

incurred net operating losses and have not been subject to income tax since inception

Liquidity and Capital Resources

Sources of Liquidity

Since our inception we have funded our operations primarily through the issuance of common and preferred stock research funding

technology access fees and milestone payments from our collaboration partners research grants loans from Biogen Idec and other debt financings

As of December 31 2008 we had cash cash equivalents and marketable securities of $10.6 million and no outstanding debt

On March 31 2009 we entered into securities purchase agreement with accredited investors including certain members of management
providing for

private placement of our securities of up to $43.5 million or the Private Placement The Private Placement contemplates the sale of up
to $15.0 million of units consisting of Series Preferred Stock and warrants to purchase common stock in two closings $10.0 million of units would
be sold in the initial closing which is expected to occur in the near term subject to the satisfaction of customary closing conditions Subject to the

approval of our stockholders an additional $5.0 million of units may be sold in the second closing which closing may occur at our election or at the

election of the investors in the Private Placement We may elect to hold the second closing if the achievement of specified milestone with respect to

voreloxin has occurred and our common stock is trading above specified floor price If we have not delivered notice to the investors in the Private

Placement of our election to complete the second closing or if the conditions for the second closing have not been met the investors may elect to

purchase the units in the second closing by delivering notice to us of their election to purchase the units Notice of an election to complete the second

closing either by us or the investors the Private Placement must be delivered on or before the earliest to occur of December 31 2009 the common
equity closing described below or the occurrence of qualifying alternative common stock financing If the second closing occurs it will be subject to

the satisfaction of customary closing conditions Subject to the approval of our stockholders the remaining tranche of $28.5 million of common stock

maybe sold in the common equity closing The common equity closing may be completed at our election prior to the earlier of December31 2010 and

qualifying alternative common stock financing or upon the election of the holders of majority of the Series Preferred Stock issued in the Private

Placement
prior to date determined with reference to our cash balance dropping below $4.0 million at certain future dates If we elect to hold the

common equity closing it will be subject to the approval of the purchasers holding majority of the Series Preferred Stock issued in the Private

Placement and subject to condition that we sell at least $28.5 million of common stock in the common equity closing

Assuming the initial closing for gross proceeds of $10.0 million described above we anticipate that the net proceeds from the initial closing

together with our cash cash equivalents and marketable securities will be sufficient to enable us to fund our operations at least through the end of

2009 In the event the initial closing in the Private Placement for $10.0 million of units does not occur our current cash cash equivalents and

marketable securities are sufficient to fund our operations only through April 2009
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Cash Flows

Net cash used in operating activities was $35.5 million in 2008 compared to cash used of $34.5 million and $27.1 million in the years ended

December 31 2007 and 2006 respectively The net cash used in operating activities for 2008 resulted primarily from net loss of $37.2 million

changes in operating assets and liabilities of $3.0 million and gain from the sale of assets held-for-sale of $0.2 million partially offset by adjustment

for non-cash items of $3.0 million and non-cash restructuring charges of$l.9 million that resulted from our asset impairment as part
of our 2008

restructuring plan Net cash used in operating activities for 2007 resulted primarily from net loss of $38.8 million and changes in operating assets and

liabilities of $1.0 million partially
offset by an adjustment for non-cash items of $4.9 million and non-cash restructuring charges of $0.4 million

resulting from an asset impairment as part of our 2007 restructuring plan Net cash used in operating activities for 2006 resulted primarily from net

loss of $31.2 million and changes in operating assets and liabilities of $2.3 million partially offset by adjustments for non-cash items of $4.5 million

and non-cash milestone payment of $2.0 million related to in-license of SNS-032

Net cash provided by investing activities was $32.3 million in 2008 compared to cash provided of$l9.7 million and cash used of $28.7

million for the years ended December31 2007 and 2006 respectively The net cash provided by investing activities for 2008 resulted primarily from

net proceeds from the maturity of marketable maturities of $31.6 million and $0.9 million from proceeds from the sale of assets held-for sale partially

offset by capital expenditures of $0.2 million The net cash provided by investing activities for 2007 resulted primarily from net proceeds from the

maturity of marketable maturities of $21.2 million partially offset by capital expenditures of $1.5 million Net cash used in investing activities for

2006 primarily reflects net purchases of marketable securities of $26.4 million and capital expenditures of $2.3 million

Net cash used in financing activities was $2.2 million in 2008 compared to cash provided of $20.5 million in 2007 and $44.1 million in

2006 The net cash used in by financing activities for 2008 resulted primarily from net payments of $2.3 million on equipment loans partially offset

by net proceeds of $0.1 million from the sale of common stock to employees The net cash provided by financing activities in 2007 primarily resulted

from net proceeds from the issuance of common stock of $19.5 million in 2007 in public offering partially offset by net borrowing on equipment

loans of $1.0 million The net cash provided by financing activities in 2006 primarily resulted from net proceeds of $43.7 million from the
private

placement of common stock and warrants completed in March 2006 and $1.0 million in net proceeds from the sale of common stock to employees

partially offset by net payments of $0.5 million on equipment loans

Credit and Loan Arrangements

In June 2000 we entered into an equipment financing agreement with General Electric Capital Corporation or GECC Various credit lines

were issued under the financing agreement since 2000 In November 2008 the outstanding balance of approximately $1.5 million was fully paid off

prior to the sale of our held-for-sale assets and no credit lines remain available under this agreement Our outstanding debt balance was $0 and

$2.3 million as of December 31 2008 and 2007 respectively Our interest rates on the debt balance ranged from 7.53 percent to 10.61 percent per

annum in 2007 and 2008

Operating Capital and Capital Expenditure Requirements

We expect to continue to incur substantial operating losses in the future We will not receive any product revenue until product candidate

has been approved by the United States Food and Drug Administration or FDA or similar regulatory agency in other countries and has been

successfully commercialized We need to raise substantial additional funds to complete the development and commercialization of voreloxin

Additionally we may evaluate in-licensing and acquisition opportunities to gain access to new drugs or drug targets
that would fit with our strategy

Any such transaction would likely increase our funding needs in the future

Our future funding requirements will depend on many factors including but not limited to

the rate of progress and cost of our clinical trials and other development activities

the economic and other terms and timing of any licensing or other partnering arrangement into which we may enter

the costs associated with building or accessing manufacturing and commercialization capabilities

the costs of acquiring or investing in businesses product candidates and technologies if any

the costs of
filing prosecuting defending and enforcing any patent claims and other intellectual property rights

the costs and timing of seeking and obtaining FDA and other regulatory approvals and

the effect of competing technological and market developments
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Assuming the initial closing for gross proceeds of $10.0 million as described above we anticipate that the net proceeds of the initial closing

together with our cash cash equivalents and marketable securities will be sufficient to enable us to fund our operations at least through the end of

2009 In the event the initial closing in the Private Placement for $10.0 million of units does not occur our current cash cash equivalents and

marketable securities are sufficient to fund our operations only through April 2009

Until we can generate sufficient amount of product revenue to finance our cash requirements which we may never do we expect to finance

future cash needs primarily through equity issuances including the possible closings of the sale of units and common stock in the Private Placement

described above and subject to the satisfaction of the conditions described above debt arrangements and possible partnership or license of

development andlor commercialization
rights to voreloxin We do not know whether additional funding will be available on acceptable terms or at all

If we are not able to secure additional funding when needed we may have to delay reduce the scope of or eliminate one or more of our

clinical trials or scale back our development program or conduct additional workforce or other expense reductions In addition we may have to partner

voreloxin at an earlier stage of development than we might otherwise choose to do which would lower the economic value of that program to us

Contractual Obligations

Our operating lease obligations as of December 31 2008 relate to the leases for three facilities in South San Francisco California

In December 2006 we leased approximately 15000 square feet of additional office space in building at 395 Oyster Point Boulevard This

lease expires in April 2013 subject to our option to extend the lease through February 2014

In October 2008 we leased approximately 5500 square feet of laboratoiy space at 349 Allerton Avenue This lease expires in October 2010
with our option to extend the lease through October 2012

In May 2000 we entered into operating lease for an office and laboratory space at 341 Oyster Point Boulevard which was to expire by its

terms in June 2013 After our workforce reduction in June 2008 we moved our remaining employees to 395 Oyster Point Boulevard and 349 Allerton

Avenue On January 15 2009 we entered into an agreement to terminate this lease with our landlord Pursuant to the terms of the lease termination

agreement we agreed to pay an aggregate fee of approximately $2.2 million in consideration of the
early

termination

The cost of this lease termination is expected to be recorded as restructuring expense in our financial statements for the first quarter of 2009

The following table discloses aggregate information about our contractual obligations and the periods in which payments are due as of

December31 2008 in thousands

Payment Due by Period

Less than More than

Total Year 1-3 Years 3-5 Years
years

The contractual summary above reflects only payment obligations that are fixed and determinable It includes the $2.2 million termination fee

related to early termination of the lease for the
facility located at 341 Oyster Point Boulevard which we paid to our landlord in January 2009 We have

additional contractual payments obligations relating to clinical trial milestones and product candidate development that are contingent on future events

We also have agreements with clinical sites and contract research organizations for the conduct of our clinical trials We generally make

payments to these sites and organizations based upon the procedures to be performed in the particular clinical trial the number of patients enrolled and

the period of follow-up required for patients in the trial

Off-Balance Sheet Arrangements

Since our inception we have not had any off-balance sheet arrangements or relationships
with unconsolidated entities or financial

partnerships such as entities often referred to as structured finance or variable interest entities which are typically established for the purpose of

facilitating off-balance sheet arrangements or other contractually narrow or limited purposes
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders of Sunesis Pharmaceuticals Inc

We have audited the accompanying consolidated balance sheets of Sunesis Pharmaceuticals Inc as of December 312008 and 2007 and the

related consolidated statements of operations stockholders equity and cash flows for each of the three years in the period ended December 31 2008
These consolidated financial statements are the responsibilityof Sunesis Pharmaceuticals Inc.s management Our

responsibility
is to express an

opinion on these consolidated financial statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material

misstatement We were not engaged to perform an audit of the Companys internal control over financial reporting Our audits included consideration

of intemal control over financial reporting as basis for designing audit procedures that are appropriate in the circumstances but not for the purpose

of expressing an opinion on the effectiveness of the Companys internal control over financial reporting Accordingly we express posuch opinion An
audit also includes examining on test basis evidence supporting the amounts and disclosures in the financial statements assessing the accounting

principles used and significant estimates made by management and evaluating the overall financial statement presentation We believe that our audits

provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the consolidated financial position of Sunesis

Pharmaceuticals Inc at December 31 2008 and 2007 and the consolidated results of its operations and its cash flows for each of the three years in the

period ended December 31 2008 in conformity with U.S generally accepted accounting principles

As discussed in Note to the consolidated financial statements the Companys recurring operating losses raise substantial doubt about its

ability to continue as going concern Managements plans as to these matters are described in Note The 2008 consolidated financial statements do

not include any adjustments that might result from the outcome of this uncertainty

/s ERNST YOUNG LLP

San Jose California

March 30 2009

except for Note 17 as to which the date is

March 31 2009
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SUNESIS PHARMACEUTICALS INC

CONSOLIDATED BALANCE SHEETS

December 31

2008 2007

ASSETS
Current assets

Cash and cash equivalents 296942 11.726.126

Marketable securities 3.321.844 35.957933

Prepaids and other csutnt assets 934429 945583

Iota current assets 11553.215 48.629.642

Property and equipment net 612.241 4.238498

Assets held-for-sale 470.547

Deposits and other assets 147826 377798

Total assets 12.783.829 53 245.938

LILITIES ND STKHOLDERS EQUITY
urrent liabilities

Accounts payable and other accrued liabilities 4207.923 4515426
Accrued compensation 537215 2225868

current portion of deferred rent 1409513

urrent portion of deferred res enue 27083 1.227.031

Current portion of equipment financing 953.940

Total current liabilities 81.734 8922265

Non-current portion of eouipment financing 352684

\on-current portion of deferred rent 10.9 .76.734

conunitments \ote

Stoekhok1ers equity

Preferred stock 50.0001 par value 5000000 shares authozed no shes issued and outstanding at

December 31 2008 and 2007

Common stock S0.000 par salue 100000.000 shares authorized 34.409768 shares issued and outstanding at

December 2008 00 001.000 shares authorized 34.364.896 shares issued and outstandin at

December 31 2007 344 343
Additional paid-in capital 322671604 320579240
Dekned stock-based compensation 251.60

Accumulated other comprehensbe income 7841 69262

\ccumulated deficit 316.191710 29006.083

rotal stockholders equity 6491.176 41394255

fotal liabilities and stockholders equity 2.7S3.829 53245.938

See accompanying notes to consolidated financial statements
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SUNESIS PHARMACEUTICALS INC

CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended December 31

RVstu
Collaboration revenue 4917340 .576610 635358511Mr
License revenue 500.000 500000

antdIfl
Total revenues 5.41 .340 .663513 13709186

Research and
deve1opment 2628D294 060470 35615536æ1W

Restructuring and impairment charges 5782903 563274
4stL

Loss from operations 38175055 41529809 34161242Ætt
Interest expense 171308 209885 477643

Net loss 37185627 38760920 31237261

Shares used in computing basic and diluted loss per share 34387177 32340203 27758348

See accompanying notes to consolidated financial statements

2008 2007 2006
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Issuance of common stock pursuant to stock options exorciser at ST28 to

55.25 nor sham inctudino nestino ofutock ortiana exercised early

SUNESIS PHARMACEUTICALS INC
CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY

Accumulated

0115cr

Additicool Deferred Cornpreheoriva Total

Common Stock Paid-Ia Steelc Income Accumulated Stockholders

Sharer Amount Cunitul Carnocouatioo Loan Deficit Eauitc

See accompanying notes to consolidated financial statements

126.844 13 311.143 3t8.156

cysts ofdeforred stock.bsned compnnsation mlcted to omplo yrectae

Stock.bcoed oum prosa ti ocoxpeasesto mmd Sn faie calce ofoptians granted

to 000.employeat 00470 00470

tktkPhP32t46529t8-652932
sscanee ofeammen stack to nvnatccs at 16.21 pershnre for ccsh in

Merck 2006 nnt ofi nsoancecostx oflt6t347t 7246377 725 43657543 43658268

.dt0dUM 2U olL .NI1iib1233

Uneoalinnd gato unioyou tmontc 33697 .- 33697

Rexersal of deferred stock.baaod compensutiux oelated to empla yen atoek

optioa grauts 76980 76980

3c xe
Stock.boued cornpeosati on expenses cclatcd to fnir valuo of opttnns granted

to oan.ern luoes 2394 2.394.---
Stuck.based cernpencati Ott expanses related to faie uslac of optiaes

acceloratioc and ectooxi 00 ofexorcisable pedod from costructuring 126456 45000 171456

sxuance of common stuck to pursuant In
sncond public offer

at
14.43 per

there in June 2007 net of ida once cotta ofSl .519513 4750000 475 19522513 19522.9882a1IIL1vMs1ivuwMsw
38 760 920 30 760 920

Comprehersivo lose 38670282

cr rS ocI r.eok 5Scnt ston 223101 2231011IIIPJIiUIiPU UUVJUIINIItiUIIPIUEIEUIU
Stoc .buued en expensen reatne to fair valae of options grnutrd

employees 1686827 1606827

or mm kf Em St kP baa rn 44802 66572 66576

s1sdI
tnt osr 37185627 37185627

Comprekensive loss 37247048
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SUNESIS PHARMACEUTICALS INC
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31

20062008 2007

ash fiosss from operating activities

set loss 37185 627 38.760920 .21.261

Adjustments to recoucile loss to nct cash used in operating actisities

Depreciation and amortization 1.103.848 1.728.714 .582.315

Stock compensation expense 1.910755 .189.048 2.881.7114

oncash research and des elopment expense

Nn-ca.h
restructuring

and impairment charges 1.937.821 359.865

jam on sale of assets heldforsale 80563
Gain on disposal of property and equIpment 8.548 5949
Changes in operating assets and liabilities

Prepaids and other current assets 11154 138.064 985.378

Deposits and oilier assets 229.97 7.824 59.974
\ccounts payable and other accrued liabilities 334.868j 1.076.004 17.256

\ecrued compensation .6S8.65I 97874 25503
Deferred rent and other non-current liabilities 56.302 11832 93556
Deterred resenue 1199.048 2.1 76606 3t3.58l

Net cash used in operating activities 35.460959 34.455.646 2.084.635
ash l1oi from in esting actis ities

Purchases olproperts and equipment net 179.148 L51l4S 2304.717
Purchases marketable securities 25.912749 92 679.521 68.035554
Pmceeds from maturities of marketable securities 57.477417 113841425 41.669113
Proceeds front sale of assets heldforsale 865.433

Proceeds tom property and equipment disposal 01N 51 19

Net cash pros idecl used ml Investing acti ities 32.271.823 19.655.598 28.67 1.1581

Cash flows from financing activities

Proeeed horn borrowttnts under equ Ipnicnt tinancing .48 .61 56

Payments on horroving tinder equipment linancing 2306.624 015 1.095.711
Proceeds front issuance of common stock and exercise of stock options 66576 19985.169 44.659356

set cash used in provided by uinansing activities 2.240 18 20450 44126777
Net decrease increase in cash and cash equi\ alems 5429.1841 5.60.677 .620.0 16

ash and cash equisalents at beginning of period 11726 16 6.075 17.714465

ash and cash equiv.tlents at end of period 6296.042 .726.t 6.trs.449

Supplemental disclosure of cash flow information

litterest paid 187946 103.247 224.992

Non-cash activities

Deferred stock-based compensation net of reversal 28500

See accompanying notes to consolidated financial statements

76980 432872
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SUNESIS PHARMACEUTICALS INC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Organization and Summary of Significant Accounting Policies

Organization

Sunesis Pharmaceuticals Inc the Company or Sunesis was incorporated in the state of Delaware on February 10 1998 and its facilities

are located in South San Francisco California Sunesis is biopharmaceutical company focused on the development and commercialization of new

oncology therapeutics for the treatment of hematologic and solid tumor cancers The Companys primary activities since incorporation have been

conducting research and development internally and through corporate collaborators in-licensing pharmaceutical compounds conducting clinical

trials performing business and financial planning and raising capital In January 2007 the Company formed wholly-owned subsidiary Sunesis

Europe Limited United Kingdom corporation

Need to Raise Additional Capital

The accompanying consolidated financial statements have been prepared assuming that the Company will continue as going concern The

Company has incurred significant losses and negative cash flows from operations since its inception At December 31 2008 the Company had an

accumulated deficit of $3 16.2 million The Company needs to raise substantial additional funds to continue operations fund additional clinical trials of

voreloxin and bring future products to market Management plans to finance the Companys operations with equity issuances including the possible

closings of the sale of units and common stock described in Note 17 below quent Events and subject to the satisfaction of the conditions

described in Note 17 below Subsequent Events debt arrangements possible partnership or license of development andlor commercialization rights

to voreloxin and in the long term product sales and royalties In the event the initial closing for $10.0 million of units does not occur in the Companys

private placement described in Note 17 below Subsequent Events the Companys cash cash equivalents and marketable securities are sufficient to

fund its operations only through April 2009

Principles of Consolidation

The Companys consolidated financial statements include wholly owned subsidiary Sunesis Europe Limited United Kingdom

corporation

Use of Estimates

The preparation of financial statements in conformity with U.S generally accepted accounting principles or GAAP requires management to

make estimates and assumptions that affect the amounts reported in the Companys consolidated financial statements and accompanying notes Actual

results could differ materially from these estimates

Clinical Trial Accounting

The Company records accruals for estimated clinical trial costs comprising payments for work performed by contract research organizations

and participating
clinical trial sites These costs may be significant component of future research and development expense The Company accrues

costs for clinical trials performed by contract research organizations based on estimates of work performed under the contracts Costs of setting up

clinical trial sites for participation in trials are expensed immediately Costs related to patient enrollment are accrued as patients are entered in the trial

reduced by an initial payment made to the hospital
when the first patient is enrolled These cost estimates may or may not match the actual costs

incurred for services performed by the organizations as determined by patient enrollment levels and related activities If the Company has incomplete

or inaccurate information it may underestimate Costs associated with various trials at given point in time Although the Companys experience in

estimating these costs is limited the difference between accrued expenses based on its estimates and actual expenses have not been material to date
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Cash Equivalents and Marketable Securities

The Company considers all highly liquid securities with original maturities of three months or less from the original date of purchase to be

cash equivalents which consist of money market funds and corporate debt securities Marketable securities consist of securities with
original maturities

greater than three months and at times may consist of money market funds corporate debt securities and U.S govemment obligations

Management determines the appropriate classification of securities at the time of purchase The Company has classified its entire investment

portfolio as available-for-sale The Company views its available-for-sale portfolio as available for use in current operations Accordingly the Company
has classified all investments as short-term even though the stated maturity may be one year or more beyond the current balance sheet date Available-

for-sale securities are carried at fair value with unrealized gains and losses reported in accumulated other comprehensive income loss as separate

component of stockholders equity The estimated fair values have been determined by the Company using available market information

The amortized cost of securities is adjusted for amortization of premiums and accretion of discounts to maturity Such amortization is included

in interest income Realized gains and losses and declines in value judged to be other-than-temporaiy on available-for-sale securities if any are

recorded in other income expense net The cost of securities sold is based on the specific-identification methods Interest and dividends are included

in interest income

Concentrations of Credit Risk and Financial Instruments

The Company invests cash that is not currently being used for operational purposes in accordance with its investment policy The policy

allows for the purchase of low risk debt securities issued by U.S govemment agencies and very highly rated banks and corporations subject to certain

concentration limits The maturities of these securities are maintained at no longer than 18 months The Company believes its established guidelines for

investment of its excess cash maintain safety and liquidity through its policies on diversification and investment maturity

Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of cash and cash equivalents and

available-for-sale marketable securities The carrying amounts of cash equivalents and available-for-sale marketable securities approximate fair value

due to their short-term nature

The Company is exposed to credit risk in the event of default by the institutions holding the cash cash equivalents and available-for-sale

securities to the extent of the amounts recorded on the balance sheets

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and amortization Depreciation is determined using the straight-line

method over the estimated useful lives of the respective assets generally three to five years Leasehold improvements are amortized on straight-line

basis over the shorter of their estimated useful lives or the term of the lease

Stock-Based Payments

The Company grants options to purchase common stock to its employees directors and consultants under its stock option plans Eligible

employees can also purchase shares of common stock at 85 percent of the lower of the fair market value of the common stock at the beginning of an

offering period or at the purchase date under the Companys 2005 Employee Stock Purchase Plan or ESPP
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On January 12006 the Company adopted Statement of Financial Accounting Standards No 123 revised 2004 Share-Based Payment or

FAS 123R Under FAS 123R share-based compensation cost is measured at the grant date based on the estimated fair value of the award and is

recognized as expense over the employees requisite service period The Company has no outstanding awards with market or performance conditions

For compensation cost recognized during the year ended December 31 2008 2007 and 2006 the Company included compensation Cost for all

share-based payments granted subsequent to the initial filing of the Companys Form S-i on December 23 2004 but not yet vested as of January

2006 based on the grant date fair value estimated in accordance with the original provisions of SFAS No 123 as defined below and amortized on

straight-line basis over the options vesting period and compensation cost for all share-based payments granted subsequent to January 2006

based on the grant-date fair value estimated in accordance with the provisions of FAS 123R amortized on straight-line basis over the options vesting

period reduced by estimated forfeitures FAS 123R requires forfeitures to be estimated at the time of grant and revised if necessary in subsequent

periods if actual forfeitures differ from those estimates The Company reviews its forfeiture estimates on quarterly basis Under the prospective

transition method options granted prior to the initial filing of the Companys Form S-i will continue to be accounted for in accordance with APB 25

and Financial Accounting Standards Board or FASB Interpretation No 44 or FIN 44 Accounting for Certain Transactions Involving Stock-Based

Compensation an Interpretation 0fAPB No 25 which were the accounting principles originally applied to those awards

The Companys determination of fair value of share-based payment awards on the date of grant using Biack-Scholes option-pricing model is

affected by the Companys stock price as well as assumptions regarding number of highly complex and subjective variables These variables include

but are not limited to the Companys expected stock price volatility over the term of the awards and actual and projected employee stock option

exercise behaviors

Comprehensive Income Loss

The Company displays comprehensive income loss and its components as part
of the statement of stockholders equity Comprehensive

income loss is comprised of income loss and unrealized gains losses on available-for-sale securities

Revenue Recognition

In accordance with Emerging Issues Task Force or EITF 00-21 ccounting for Revenue Arrangements with Multiple Deliverables which

the Company adopted effective July 2003 revenue arrangements with multiple deliverable items are divided into separate units of accounting based

on whether certain criteria are met including whether the delivered item has stand-alone value to the customer and whether there is objective and

reliable evidence of the fair value of the undelivered items The Company allocates the consideration it receives among the separate units of accounting

based on their respective fair value and applies the applicable revenue recognition criteria to each of the separate units Where an item in revenue

arrangement with multiple deliverables does not constitute separate unit of accounting and for which delivery has not occurred the Company defers

revenue until the delivery of the item is completed

Upfront non-refundable license fees and other fees received in connection with research and development collaboration are recorded as

deferred revenue and recognized ratably over their relevant periods specified in the agreements generally the research term

Research funding related to collaborative research with the Companys collaboration partners is recognized as the related research services are

performed This funding is normally based on specified amount per full-time equivalent employee per year

Revenue from milestone payments which are substantially at risk at the time the collaboration agreement is entered into and performance-

based at the date of the collaboration agreement is recognized upon completion of the applicable milestone events We intend to recognize future

royalty revenue if any based on reported product sales by third-party licensees

Grant revenues from government agencies and private research foundations are recognized as the related qualified research and development

costs are incurred up to the limit of the prior approval funding amounts

Research and Development

All research and development costs including those funded by third parties are expensed as incurred Research and development costs consist

of salaries employee benefits laboratory supplies costs associated with clinical trials including amounts paid to clinical research organizations other

professional services and facility costs
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Income Taxes

Effective January 2007 the Company adopted FASB
Interpretation No 48 Accounting for Uncertainty in Income Taxesan

Interpretation of FASB Statement No 109 or FIN 48 FIN 48 addresses recognition and measurement on uncertain tax positions that the Company
has taken or expects to take on tax returns using more-likely-than-not threshold The Company accounts for income taxes under the liability method

Under this method deferred tax assets and liabilities are determined based on the differences between the financial reporting and tax bases of assets

and liabilities and are measured using the enacted tax rates that will be in effect when the differences are expected to reverse Valuation allowances are

established when necessary to reduce deferred tax assets to the amounts expected to be realized The Companys policy is to recognize interest charges

and penalties under other expense

Long-Lived Assets

The Company periodically assesses the impairment of long-lived assets in accordance with the provisions of SFAS No 144 Accounting for

the Impairment or Disposal of Long-Lived Assets or SFAS 144 review for impairment is performed whenever events or changes in circumstances

indicate that the carrying amount of such assets may not be recoverable such as significant industry or economic downturn significant changes in the

manner of use of the acquired assets or the strategy for the Companys overall business

If indicators of impairment exist recoverability is assessed by comparing the estimated undiscounted cash flows resulting from the use of the

asset and its eventual disposition against its carrying amount If the aggregate undiscounted cash flows are less than the carrying amount of the asset

the resulting impairment charge to be recorded is calculated based on the excess of the carrying value of the asset over the fair value of such asset with

fair value determined based on an estimate of discounted future cash flows or other appropriate measure of fair value For the years ended

December31 2008 and 2007 the Company recorded approximately $1.6 million and $0.3 million respectively of impairment charges resulted from

the Companys restructuring activities see Note Restructuring No impairment charge was recorded in 2006

Recent Accounting Pronouncements

Fair Value Measurements

In September 2006 the FASB issued SFAS No 157 Fair Value Measurements or SPAS 157 SFAS 157 establishes common definition

for fair value creates framework for measuring fair value and expands disclosure requirements about such fair value measurements Effective

January 2008 the Company adopted SFAS 157 for financial assets and liabilities recognized at fair value on recurring basis The adoption of SPAS

157 for financial assets and liabilities did not have material impact on the Companys financial statements See Note 14 Fair Value Measurements to

the Consolidated Financial Statements for information and related disclosuies regarding the Companys fair value measurements

In February 2008 the FASB issued Statement of Financial Position or FSP No 157-2 which delays the effective date of SFAS 157 for non
financial assets and non-financial liabilities except for items that are recognized or disclosed at fair value on recurring basis items that are

remeasured at least annually The FSP deferred the effective date of SFAS 157 for non-financial assets and non-financial liabilities until the

Companys fiscal year beginning on January 2009 The Company does not expect the adoption of SFAS 157 for non-financial assets and non
financial liabilities to have material effect on its consolidated financial statements

Accounting for Advance Payments for Goods or Services to Be Used in Future Research and Development

In June 2007 the Emerging Issues Task Force issued EITF Issue 07-03 Accounting for Advance Payments for Goods or Services to Be Used

in Future Research and Development or EITF 07-03 EITF 07-03 addresses the
diversity which exists with respect to the accounting for the non

refundable portion of payment made by research and development entity for future research and development activities Under EITF 07-03 an

entity would defer and capitalize non-refundable advance payments made for research and development activities until the related goods are delivered

or the related services are performed EITF 07-03 was effective for fiscal years beginning after December 15 2007 and interim periods within those

years The adoption of EITF 07-03 did not have material impact on the Companys financial statements
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Accounting/or Collaborative Agreements

In December 2007 the EITF reached consensus on EITF Issue 07-0 Accounting/or Collaborative Agreements or EITF 07-01 EITF 07-

01 defines collaborative arrangements and establishes reporting requirements for transactions between participants and third parties in collaborative

arrangement EITF 07-01 prohibits companies from applying the equity method of accounting to activities performed outside separate legal entity by

virtual joint venture Instead revenues and costs incurred with third parties in connection with the collaborative arrangement should be presented

gross or net by the collaborators based on the criteria in EITF Issue No 99-19 Reporting Revenue Gross as Principal versus Net as an Agent and

other applicable accounting literature The consensus should be applied to collaborative arrangements in existence at the date of adoption using

modified retrospective method that requires reclassification in all periods presented for those arrangements still in effect at the transition date unless

that application is impracticable The consensus is effective for fiscal years beginning after December 15 2008 The adoption of EITF 07-0 is

not expected to have material impact on the Companys financial statements

Loss Per Share

Basic loss per share is calculated by dividing net loss by the weighted-average number of common shares outstanding for the period less the

weighted average unvested common shares subject to repurchase Diluted loss per share is computed by dividing net loss by the weighted-average

number of common shares outstanding less the weighted average unvestcd common shares subject to repurchase and dilutive potential common

shares for the period determined using the treasury stock method For purposes of this calculation options and warrants to purchase stock are

considered to be potential common shares and are only included in the calculation of diluted loss per share when their effect is dilutive

The following table sets forth the computation of basic and diluted loss per share

Year Ended December 31

2008 2007 2006

Historical Numerator

Net lo 37.1 85.6271 GS.760.11201 31.27T.26

Denominator

\Veighteda crage common shares outstanding 34.37 177 32.340.20 27.7SL

Basic and diluted loss per share L08 1.20 1.13

Outstanding securities not included in diluted loss per share calculations

Options to purchase common stock 4650955 5.099.847 3942435

arrants 2.66t.45 2.6S.237 2.693.237

7311800 7793084 6635672

l.icensc .grecmdnts

In-Licenses

Dainippon Sumitomo Pharma Co Ltd

In October 2003 the Company entered into an agreement with Dainippon Sumitomo Pharma Co Ltd or Dainippon to acquire exclusive

worldwide development and marketing rights for the Companys lead anti-cancer product candidate voreloxin

In addition to upfront payments of $0.7 million and milestone payments of $0.5 million made through December 31 2008 the Company may

in the future make series of milestone payments of up to $7.5 million to Dainippon for starting Phase clinical testing for filing new drug

applications or NDAs and for receiving regulatory approval in the United States Europe and Japan for cancer treatment If voreloxin is approved for

non-cancer indication additional milestone payments become payable to Dainippon

The agreement also provides fu royalty payments to Dainippon at rates that are based on total annual net sales Under the agreement the

Company may reduce its royalty payments to Dainippon if third
party

markets competitive product and the Company must pay royalties for third

party intellectual property rights necessary to commercialize voreloxin Royalty obligations under the agreement continue on country-by-country and

product-by-product basis until the later of the date on which no valid patent
claims

relating to product exist or 10 years from the date of the first sale

of the product
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If the Company discontinues seeking regulatory approval and/or the sale of the product in region the Company is required to return to

Dainippon its rights to the product in that region The agreement may be terminated by either party for the other partys uncured breach or bankruptcy

Bristol-Myers Squibb Company

In April 2005 the Company entered into license agreement with Bristol-Myers Squibb Company or BMS in which the Company obtained

worldwide exclusive and non-exclusive diagnostic and therapeutic licenses to SNS-032 selective inhibitor of cyclin-dependent kinases or CDKs
and and any future CDK inhibitors derived from the related intellectual property At that time the Company paid BMS an $8.0 million upfront

payment through the issuance of shares of the Companys Series C-2 preferred stock which converted into 879094 shares of common stock upon the

Companys initial public offering or IPO in September 2005 In addition in February 2006 as consideration for $2.0 million milestone payment
due pursuant to the license agreement for

initiating Phase clinical trial of SNS-032 the Company issued an aggregate of 404040 shares of the

Companys common stock to BMS

Based on trial results in the Companys Phase clinical trial of SNS-032 and the progress made with voreloxin the Company discontinued

development of SNS-032 As result on December 18 2008 the Company notified BMS that the Company was terminating the license agreement

and returning SNS-032 to BMS The termination of the license agreement was effective on March 18 2009

Out-License

SARcode Corporation

In March 2006 the Company entered into license agreement with SARcode Corporation or SARcode privately-held biopharmaceutical

company granting SARcode an exclusive worldwide license to all of the Companys lymphocyte function-associated antigen-I or LFAI patents and

related know-how SARcode is developing small molecule LFA- inhibitor SAR 1118 for T-cell mediated ophthalmic diseases The Company had

previously discontinued its LFA- antagonist program when it focused its research and development efforts on oncology

Pursuant to the license agreement the Company received total cash payments of $1.0 million in license fees $0.5 million in each of 2008 and

2007 The Company recorded these receipts as revenue In addition the Company received three secured notes with total principal value of $1.0

million that are convertible into preferred stock of SARcode The Company did not record these notes receivable from SARcode which are due in

2012 as revenue due to uncertainty of collectibility

In March 2009 SARcode acquired the Companys interest in all of its LFA-I patents and related know-how for total cash consideration of

$2.0 million see Note 17 Subsequent Events In connection with the sale the license agreement was terminated Sunesis continues to hold series

of secured convertible notes issued by SARcode having total principal value of $1 million

Strategic Collaborative Agreements

Biogen Idec Inc

In August 2004 the Company entered into collaboration agreement with Biogen Idec to discover develop and commercialize small

molecule inhibitors ofRafkinase and up to five additional
targets

that play role in oncology and immunology indications or in the regulation of the

human immune system Under the terms of the collaboration agreement during the research term the Company applied the Companys proprietary

Tethering technology to generate small molecule leads and received research funding of approximately $1.2 million per quarter subject to inflation

adjustments which was paid in advance to support some of its scientific personnel In connection with the Companys June 2008 restructuring the

parties agreed to terminate the research term on June 30 2008 and the Company will no longer receive research funding from Biogen Idec In

addition the Company received $7.0 million upfront technology access fee from Biogen Idec and through December 31 2008 had received total of

$1.0 million in milestone payments for meeting certain preclinical milestones including $0.5 million milestone received in 2008 In addition in

2006 Biogen Idec made $14.0 million equity investment to purchase the Companys Series C-2 preferred stock Biogen Idecs equity ownership was
8.5% of the Companys fully diluted shares outstanding for the years ended at December 31 2008 and 2007
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The Company may in the future receive pre-commercialization milestone payments of up to $60.0 million per target as well as royalty

payments depending on product sales Royalty payments may be increased the Company exercises its option to co-develop and co-promote product

candidates for up to two targets worldwide excluding Japan and may be reduced if Biogen Idec is required to in-license additional intellectual

property related to certain technology jointly developed under the collaboration agreement in order to commercialize collaboration product

Johnson Johnson Pharmaceutical Research Development L.L.C

In May 2002 the Company entered into collaboration agreement with Johnson Johnson Pharmaceutical Research Development

L.L.C or JJPRD to discover develop and commercialize small molecule inhibitors of Cathepsin an enzyme that is important in regulating an

inflammatory response Under the terms of the agreement the Company received non-refundable and non-creditable technology access fee and

certain research funding paid in advance quarterly Costs associated with research and development activities attributable to this agreement

approximated the research funding recognized The research term of this collaboration ended in December 2005 and the Company is no longer

receiving research funding from JJPRD

The Company granted JJPRD worldwide non-exclusive license to its intellectual property relating to Tethering on Cathepsin and an

exclusive license under the collaboration intellectual property for the commercialization of small molecule products arising from the collaboration

Under the agreement JJPRD is required to pay milestones upon achievement of certain research and development milestones that could total up to

$24.5 million as well as royalty payments depending on product sales To date JJPRD has made milestone payments totaling $0.8 million including

milestone in February 2008 when JJPRD selected Cathepsin inhibitor from the collaboration as development candidate The Company has

received payments totaling $6.8 million under this collaboration

In the first quarter of 2009 JJPRD informed the Company that it has ceased development of the previously selected Cathepsin inhibitor

and the parties initiated discussions regarding proposed mutual termination of this agreement As result the Company does not expect to receive

any additional revenues from JJPRD under this agreement JJPRD is entitled to terminate the agreement without cause upon 180 days written

notice

Merck Co Inc

In February 2003 the Company entered into license and collaboration agreement with Merck Co Inc or Merck to discover develop

and commercialize small molecule inhibitors of beta-secretase or BACE an enzyme that is believed to be important for the progression of Alzheirners

disease The research term of the collaboration ended in February 2006 and the Company is no longer receiving research funding Accordingly the

upfront non-refundable and non-creditable technology access fee was recognized as revenue over the 36-month term of the agreement ending February

2006 To date the Company has received payments totaling $19.0 million under this collaboration However the Company retains the right to earn

future milestone payments of up to $46.3 million for BACE and $38.0 million for all other indications as well as royalty payments on annual net sales

of any compound that may result from the collaboration In June 2006 and May 2007 the Company received milestone payments of $4.3 million and

$1.0 million respectively from Merck for meeting certain preclinical milestones related to BACE No milestones were received from Merck in 2008

Although the research term of the collaboration has ended the agreement with Merck extends for so long as product arising from the

collaboration is the subject of an active development project or for so long as there is an obligation to pay royalties under the agreement Merck

continues to examine collaboration compounds in preclinical studies however none have advanced to clinical studies to date The agreement may be

terminated by Merck at any time upon three months notice to the Company

In July 2004 the Company licensed to Merck series of small molecule compounds derived from Tethering that target viral infections Merck

agreed to be responsible for advancing these compounds into lead optimization preclinical development and clinical studies

The agreement provides for payment by Merck to the Company of an upfront technology access fee and annual license fees for the

Companys consulting services and ongoing access to Tethering as means of identifying additional compounds for the treatment of viral infections

Merck receives an exclusive worldwide license to any products resulting from the collaboration To date the Company has received $3.3 million

under this collaboration including an upfront non-refundable and non-creditable technology access fee of $2.3 million which was recognized as

revenue over the initial three-year research term The Company also received annual license fees aggregating $1 .0 million through December

2008 No further annual license fees are payable to us under the agreement
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The Company is entitled to receive payments based on the achievement of development milestones of up to $22.1 million as well as royalty

payments based on net sales for any products resulting from the collaboration To date we have not received any development milestone payments

under the agreement and we do not expect to receive any milestone or royalty payments in the future related to the agreement

In connection with the above collaboration agreements the Company recognized the following revenues in the years ending December 31

2006 2007 and 2008 which include the amortization of upfront fees received research funding and milestones eamed

Year Ended December 31

2008 200 2006
11 4MOSt rINSo T7

Merck 106789 1.576610 6353585

JJPRD 1t 44

4917.340 9163513 13671285
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Marketable Securities

The following is summary of available-for-sale securities

December 31 2008

gknt 5417903 5.417903

Government securities 4.33 109 6.O4 76

CoiM-pa 248857 1113 249970

Total 10.499.869 79 17 76 0.5077

Less amounts classified as cash equivalents 6185942 76 6185866

Total marketable securities 13127 7.917 4.321.544

Gross Gross

Amortized Unrealized Unrealized Estimated Fair

December 31 2007 ost Gains Losses alue

Monmketds 9182908 9182908

Corporate debt obligations 6355.814 .051 929 6.3.96t

Commercial paper 31354113 69592 483 1.423222

Total 46592835 0ô3 1.412 4696231116

Less amounts classified as cash equivalents 11004282 119 11004163

lotal niarketable securities 3S855SS 70673 1293 59S79

There were no realized gains or losses on the sale of available-for-sale securities for the years ended December 31 2008 2007 or 2006

At December 31 2008 the contractual maturities of marketable securities were as follows

December 31 2008

Amortized

Cost Fair Value

Due inongyearr less 4313927 4321844

Restructuring

2008 Restruclurinie

On June 32008 the Company implemented corporate realignment to focus on the development of voreloxin In conjunction with this

strategic restructuring the Company expanded its late-stage development leadership team ceased its intemal discovery research activities and reduced

its workforce by approximately 60 percent All terminated employees were awarded severance payments and continuation of benefits based on length

of service at the Company and career transition assistance The Company also decided to consolidate its remaining employees at leased office

premises at 395 Oyster Point Boulevard previously vacated in connection with the 2007 restructuring discussed below and small leased laboratory

facility at 349 Allerton Avenue Subsequent to December 31 2008 the Company signed an agreement for the termination of the Companys lease for

its research and development facility at 341 Oyster Point Boulevard and voluntarily surrendered the premises to the Companys landlord on January

15 2009 see Note 17 Subsequent Eynf

The Company currently estimates an aggregate in 2008 and in 2009 of approximately $7.2 million in
restructuring expenses in connection

with the 2008 restructuring The Company recorded restructuring and impairment expenses of $5.9 million pertaining to the 2008 restructuring in the

year ended December31 2008 Of this total approximately $3.6 million relates to employee severance and related benefit costs including non-cash

portion related to stock-based compensation of approximately $0.4 million and $0.7 million related to facility exit costs and $1.6 million related to

asset impairments These expenses were included in the line labeled Restructuring and impairment charges in the Companys Consolidated

Statements of Operations The Company made cash payments totaling S3.l million for employee severance and related benefits in the second and the

third quarter of 2008 and expects to pay the remainder during the first quarter of 2009

The Company currently expects to record an additional restructuring expense of approximately $1.3 million in the first quarter of 2009 of

which $2.2 million relates to the termination of the Companys lease at 341 Oyster Point Boulevard the Companys former research and development

facility $0.4 million relates to the commission payable to third party the Company engaged to negotiate the lease termination and $0.1 million relates

to this
facility

closure expenses partially offset by the reversal of $1.4 million in non-cash deferred rent on this facility The cash portion of these

expenses was paid in the first quarter of 2009

Gross

Amortized Unrealized

Cost Gains

Gross

Unrealized

Losses

Estimated Fair

Value
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The following table summarizes the restructuring accrual balances which are included under Accounts payable and other accrued liabilities

on the Companys Consolidated Balance Sheet and the utilization by cost type for the 2008 restructuring

Employee
Severance and Facilities

Related Related and

Benefits Other Costs Total

Restructuring liability at December 31 2007

2008 eharge 84 n.887 5890.071

Cash payments 3.124.126 451997 3576l23
Nncah cttlemenh 300635 56l 4W 2.22.778

Restructuring liability at December 312008 62420 128750 191.170

_flu Rcs iii tiiui1

In August 201 the Company implemented revised operating plan to focus its efforts on generating definitive data from its lead programs

while streamlining the unipanys operations and extending its financial resources The restructuring plan included an immediate reduction in the

Companys workforee of approximately twenty-five percent All tei-minated employees were given severance payments and continuation of benefits

based on length of service at the Company and career transition assistance Also in the third quarter of 2007 the Company completed its consolidation

of employees by relocating employees occupying leased office facilities at 395 Oyster Point Boulevard to its main research and development facility at

341 Oyster Point Boulevard

As result of the 2007 restructuring the Company recorded in 2007 total restructuring charges of 81.6 million for employee severance and

related benefit costs including non-cash portion related to stock-based compensation of approximately 80.1 million and approximately $0.6 million

of facilities exit costs of which 80.3 million was related to the impairment of leasehold improvements and $0.3 million was related to the lease

obligation on the property at 395 Oyster Point Boulevard which had been vacated in the 2007 consolidation

In the first quarter of 2008 the Company recorded an additional $0.3 million in restructuring charges on the lease obligation on the office

facilities at 395 Oyster Point Boulevard that had been vacated In the second quarter of 2008 the Company reversed previously recorded expense of

approximately $0.4 million related to the lease obligation on 395 Oyster Point Boulevard after the Company relocated its remaining employees back

into this facility in connection with the 2008 restructuring discussed above Cash payments related to employee severance for the 2007 restructuring

were all made by December 31 2007

The following table summarizes the accrual balances and utilization by cost type for the 2007 restructuring
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Assets Held-for-Sale

Facilities

Related and

Other

Costs

As part of the 2008 restructuring the Company implemented corporate realignment to focus on the development of voreloxin Due to the

resulting termination of research activities it was determined that laboratory equipment with net book value of approximately $1.2 million would be

sold and accordingly this equipment was recorded as held-for-sale Of the $1.2 million in assets identified as held-for-sale assets with net book

value of approximately $0.7 million were sold in 2008 for net proceeds of approximately $0.9 million The $0.2 million gain on the sale has been

included in the line labeled Other income net in the Companys Consolidated Statements of Operations As of December 31 2008 the remaining

held-for-sale equipment was valued at approximately $0.5 million The Company expects to sell the remaining held-for-sale equipment in the first

half of 2009

Property and Equipment

Property and equipment are recorded at cost and consisted of the following at December 31

2008 2007

Furniture and office ui ment 981 989 976266

Leasehold improvements 789 944 784333

Less accumulated depreciation and amortization 414 617 15 259355

Depreciation expense for property and equipment was $1.1 million $1.7 million and $1.6 million for the years ended December31 2008

2007 and 2006 respectively The Company recorded impairment charges of $1.6 million and $0.3 million for the years ended December 31 2008 and

2007 respectively in connection with the implementation of the 2008 and 2007 restructurings These expenses were included in the line labeled

Restructuring and impairment charges in the Companys Consolidated Statement of Operations See Note Restructuring for further information

regarding the impairment No impairment charges were recorded in 2006

At December 31 2008 there is no financed equipment under the caption of property and equipment see Note 10 Equipment Financing and

Debt Facility At December31 2007 financed equipment had cost basis of $4.3 million with accumulated depreciation of $2.4 million

Accounts Payable and Other Accrued Liabilities

Accounts payable and other accrued liabilities at December 31 are as follows

2008 2007

Accounts payable 790546 1462717

Accrued outside services 1.021.685 l.92 879

Accrued clinical ecpense 1865.773 102 325

Accrued
restructuring charges 191.170 316.233

Accrued professional services 322945 482

Intcrcst payable 16.637

Sales taxes payable 1.5804

Total 4207923 45t5426

Employee

Severance and

Related

Total

2007 char es 1012394 550880 1563274

Non-cash activity 69580 276046 345.626

Adjustments 20 569 11 85
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10 Equipment Financing and Debt Facility

In June 2000 the Company entered into an equipment financing agreement with General Electric Capital Corporation or GECC Various
credit lines were been issued under the financing agreement since 2000 In November 2008 the outstanding balance of approximately $1.5 million was
fully paid off prior to the sale of the Companys held-for-sale assets and no credit lines remain available under this agreement As of December31
2007 our outstanding debt balance was $2.3 million There was no outstanding balance as of December 31 2008 In 2007 and 2008 the interest rates

on the debt balance ranged from 7.53 percent to 10.61 percent per annum and the borrowings were due in 36 to 48 monthly payments

11 Commitments and Contingencies

Subsequent to December 31 2008 the Company signed an agreement for the termination of the lease at 341 Oyster Point Boulevard and

voluntarily surrendered the premises to the Companys landlord on January 15 2009 Inconsideration of the early termination of the lease the

Company made one-time payment of approximately $2.2 million to the landlord plus surrender $300000 security deposit see Note 17 Subsequentts
In December 2006 the Company leased approximately 15000 square feet of office space at 395 Oyster Point Boulevard in South San

Francisco California which currently is the Companys main office This lease expires in April 2013 subject to the Companys option to extend the
lease through February 2014

In October 2008 the Company leased approximately 5500 square feet of laboratory space at 349 Allerton Avenue South San Francisco
Califomia The lease expires in October 2010 with the Companys option to extend the lease through October 2012

Following is schedule of the Companys noncancellable lease commitments including the lease termination ice that was paid in the first

quarter of 2009

Year ended December 31

2.7979b
2010

57043
2011 95.2l
2012

04.44

2013
l35.32

2014 and thereafter

4.303.386

The operating lease agreements provide for increasing monthly rent payment er the lease term The Company recognizes rent expense on

straight-line basis The Company recorded rent expense of $3.0 million $3.1 million and $2.8 million for the years ended December31 2008 2007
and 2006 respectively The deferred rent balance of $1.5 million and $1.6 million at December31 2008 and 2007 respectively represents the

difference between actual rent payments and the straight-line expense Of the $L5 million deferred rent balance at December 31 2008 approximately
$1.4 million is expected to be reversed in the first quarter of 2009 as result of the termination of the lease at 341 Oyster Point Boulevard

Contingencies

From time to time the Company may be involved in legal proceedings as well as demands claims and threatened litigation that arise in the

normal course of its business or otherwise The ultimate outcome of any litigation is uncertain and unfavorable outcomes could have negative impact
on the Companys results of operations and financial condition Regardless of outcome litigation can have an adverse impact on the Company because
of the defense costs diversion of management resources and other factors The Company is not currently involved in any material

legal proceedings
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12 Stockholders Equity

Private Placement

In March 2006 the Company entered into common stock and warrant purchase agreement pursuant to which it sold to certain investors for

an aggregate purchase price of approximately $45.3 million 7246377 shares of its common stock and warrants to purchase up to 2173914 additional

shares of its common stock The purchase price for the common stock and the exercise price for the warrants was $6.21 per share Investors in the

financing paid an additional purchase price equal to $0.1 25 for each share of common stock underlying the warrants The Company received net

proceeds of approximately $43.7 million in this offering None of the warrants issued in this private placement have been exercised and all were

outstanding as of December 31 2008

Public Offering

In May 2007 the Company completed public offering of 4750000 shares of its common stock at public offering price
of $4.43 per share

Net cash proceeds from this offering were approximately $19.5 million after deducting issuance costs of $1 .5 million

Common Stock

Holders of common stock are entitled to one vote per share on all matters to be voted upon by the stockholders of the Company Subject to the

preferences that may be applicable to any outstanding shares of preferred stock the holders of common stock are entitled to receive ratably such

dividends if any as may be declared by the Board of Directors No dividends have been declared to date

Prefrrred Stock

The Company has 5000000 shares of authorized preferred stock issuable in one or more series Upon issuance the Company can determine

the rights preferences privileges
and restrictions thereof These rights preferences and privileges could include dividend rights conversion rights

voting rights terms of redemption liquidation preferences sinking fund terms and the number of shares constituting any series or the designation of

such series any or all of which may be greater than the rights of common stock The issuance of the preferred stock could adversely affect the voting

power of holders of common stock and the likelihood that such holders will receive dividend payment and payments upon liquidation In addition the

issuance of preferred stock could have the effect of delaying deferring or preventing change in control of the Company or other corporate action

There was no preferred stock outstanding as of December 31 2008 or December 31 2007 See Note 17 Subsequent Events

Stock Option Plans

The Company generally grants options to new employees which become exercisable 25 percent on the first anniversary of the vesting

commencement date and then 1/48th for each month thereafter and ii to existing employees which become exercisable 1/48th each month following

the date of grant over period of four years
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1998 Stock Plan and 2001 Stock Plan

The Companys 1998 Stock Plan or the 1998 Plan was adopted by the Board of Directors in February 1998 and provided for the issuance of

common stock purchase rights and granting of options to employees officers directors and consultants of the Company In October 2001 the

Companys Board of Directors adopted the 2001 Stock Plan or 2001 Plan under which shares were allocated for grant as either incentive stock options

or non-statutory stock option grants directly from available shares authorized and reserved for issuance tinder the 1998 Plan The terms of the 1998

Plan and 2001 Plan are substantially consistent with one another

In conjunction with the Companys IPO the Board of Directors elected not to grant any additional options under either of these stock plans

The Company has options outstanding pursuant to both the 1998 Plan and the 2001 Plan

200 Equity JjintheAsyard Plan

In February 2005 the Board of Directors adopted and in September 2005 the stockholders approved the 2005 Equity Incentive Award Plan

as amended the 2005 Plan The 2005 Plan is intended to serve as the successor equity incentive program to the 1998 Plan and 2001 Plan The

Company initially
reserved total of 1779396 shares of common stock for issuance under the 2005 Plan plus shares underlying any options granted

under the Companys 1998 Plan or 2001 Plan that expire unexercised or are repurchased by the Company pursuant to the terms of such options As of

December31 2008 options to purchase 4481748 shares of the Companys common stock have been have been granted under the 2005 Plan and no

shares of common stock have been issued under the 2005 Plan

Beginning in 2006 the number of shares of common stock reserved under the 2005 Plan automatically increases on the first trading day each

year by an amount equal to the lesser of percent of the Companys outstanding shares of common stock outstanding on such date ii 1082352

shares or iii an amount determined by the Board of Directors On January 12008 the 2005 Plan was increased by 1082352 shares according to this

provision based on Board approval As of December31 2008 the total shares available for future grants under the 2005 Plan were 2121.116 The

maximum aggregate number of shares which maybe issued or transferred over the term of the 2005 Plan is 11294112 shares In addition no

participant in the 2005 Plan may be issued or transferred more than 235294 shares of common stock per calendar year pursuant to the 2005 Plan

2006 Em ytnent Commencement Jncentiv P1

In November 2005 the Board of Directors adopted the 2006 Employment Commencement Incentive Plan as amended 2006 Plan which

became effective on January 2006 The awards granted pursuant to the 2006 Plan are intended to be inducement awards pursuant to Nasdaq

Marketplace Rule 4350ilAiv The 2006 Plan was not subject to the approval of the Companys stockholders Effective January 12008 the

Companys Board of Directors increased the 2006 Plan by an additional 125000 shares such that the aggregate number of shares of common stock

reserved for issuance under the 2006 Plan is 525000 shares Only those employees who have not previously been employees or directors of the

Company or subsidiary of the Company or following bona fide period of non-employment by the Company or subsidiary of the Company are

eligible to participate in the 2006 Plan Additionally grants awarded to such employees under the 2006 Plan must be made in connection with his or

her commencement of employment with the Company or subsidiary of the Company and must be an inducement material to his or her entering into

employment with the Company or subsidiary of the Company As of December 31 2008 approximately 96000 options issued under the 2006 Plan

have been cancelled and made available for reissuance and an aggregate of 553000 options have been granted under the 2006 Plan There have been

no exercises nor have there been any shares issued under this plan

Employee Stock Purchase Plan

In February 2005 the Board of Directors adopted and in September 2005 the stockholders approved the Companys Employee Stock

Purchase Plan or ESPP The ESPP permits eligible employees to purchase common stock at discount through payroll deductions during defined

offering periods Eligible employees can purchase shares of the Companys common stock at 85 percent of the lower of the fair market value of the

common stock at the beginning of an offering period or at the purchase date As of December31 2008 and 2007 44802 and 102904 shares of

common stock respectively were purchased by eligible employees under the ESPP

The Company initially reserved total of 202941 shares of common stock for issuance under the ESPP The number of shares of common

stock reserved under the ESPP automatically increases on the first trading day each year beginning in 2006 by an amount equal to the lesser of

0.5 percent of the Companys shares of common stock outstanding on such date ii 135294 shares or iii lesser amount determined by the

Board of Directors On January 12008 the ESPP was increased by 100000 shares according to this provision based on determination of the Board

At December 31 2008 the total shares reserved tdr future issuance under the ESPP was 252453 The maximum aggregate number of shares which

may be issued over the term of the ESPP is 1352941 shares In addition no participant in the ESPP may be issued or transferred shares of common

stock valued at more than $25000 per calendar year pursuant to awards under the ESPP and no participant may purchase more than 1176 shares

during any purchase period The total estimated fair value of purchase rights outstanding under the ESPP that vested during the year ended

December31 2008 was under $0.1 million
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41176 17.00 Ma 2010

1046
9.1mb2015

1582 .lOJune2Ol3

2173914 .21 March2013

To

Warrants 2660845 2660845

Stock option plans 2189.055 4.650.955 6.40.0I0

Lmployce stock purchase plan 252.453 252453

Iota 2441508 7311800 9753308

13 Stock-Based Compensation

Stock-Based Compensation

The weighted-average estimated fair value of employee stock options granted during the years ended December 31 2008 2007 and 2006

were $0.89 $1.76 and $3.43 respectively using the Black-Scholes Model with the following assumptions

Warrants

The Company has the following warrants to purchase common stock outstanding at December 31 2008

Shares Exercise Price Exniration

Reserved Shares

As of December 31 2008 we had reserved shares of common stock for future issuance as follows

Shares Available

for Future

Grant

Shares Total Shares

Outstandino Reserved
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Year Ended December 31

2008 2007 2006

Stock Ontion Plans

0%

Annual forfeiture rate 9.80% 7.20% 5.52%JIILwII1IIIIwwt
The weighted average estimated fair value of purchase rights under our ESPP for the year ended December 31 2008 was $1.09 per share

using the Black-Scholes Model with the following assumptions

Year Ended December 31

2008 2007

Employee Stock Purchase Plan

IFIIUcfiiNIIwuIIwIIr IPN
Risk-free interest rate 0.44%-5.06% 3.15%-S .06%rsiii.iwiiiiiuinpii
Expected term years 0.50 1.00 0.50- 1.00

The Company has based its assumptions for volatility and expected term of employee stock options on the information available with respect

to its mature peer group in the same industry The expected term of the employees purchase rights is equal to the purchase period The risk-free

interest rate assumption is based upon observed interest rates appropriate for the expected life of the Companys employee stock options and

employees purchase rights The Company does not anticipate paying any cash dividends in the foreseeable future and therefore uses an expected

dividend yield of zero in the option valuation model The post-vesting forfeiture rate is derived from the Companys historical option cancellation

information

summary of stock option transactions for all stock option plans is as follows

Weighted

Average

Weighted Remaining

Average Contractual

Number of Exercise Term

Shares Price years

Optionsgranted 1227700 5.11II11IAt IEIIII1NI
Options canceledlforfeitedlexpired 4.86

IV4W
Options granted 1636750 3.04hiMTJIR ii Sit III iIiiitW4i
Options canceled/forfeited/expired J9 4.78diiiISiUISit

tions granted

Options canceled/forfeited/expired

Exercisable at December 31 2008
_____________

The aggregate intrinsic value in the table above represents the total pretax intrinsic value i.e the difference between the Companys closing

stock
price on the last trading day of its fourth quarter of 2008 and the exercise price multiplied by the number of in-the-money options that would

have been received by the option holders had all option holders exercised their options on December 31 2008 No options were exercised and as

result there is no intrinsic value for options exercised during 2008 Total intrinsic value of options exercised for the years ended December 31 2007 is

$0.1 million

Aggregate

Intrinsic

____________
Value

874225 1.75

SiU1SSIit4IILSStP

________
3144705 3.83 6.39
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The following table summarizes information about stock options outstanding and exercisable at December 31 2008

Weighted

Average

Remaining

Number of Contractual Life

Shares In Years

$0.32to$i.30 551E. 16711
Sl.44 651826 9.50 .44 86.105 1.44

SL5 to $2.31 242000 14 97 67750 1.98

S2.55 1.070.160 3.93 2.55 1061140 2.55

$2.59 680905 70 59 341098 59

$2.62 to 4.85 824568 7.94 4.50 565.082 4.53

$4.93 to $5.16 83A05 02 70321 04

$5.2 S45.45 6.91 5.25 728.322 5.25

S5.50to7.15 179509 7.50 12 160258 .16

S9.56 47918 6.42 9.56 47 918 9.56

S0.32 to $9.56 4650 95i 7.17 3.44 .3.144.705 .83

The Companys determination of the fair value of share-based payment awards on the grant date using an option-pricing model is affected by
the Companys stock price as well as assumptions regarding number of highly subjective variables The estimated fair value of shares vested during

2008 was $2.2 million and was $2.5 million for 2007 At December 31 2008 total unrecognized estimated compensation cost related to non-vested

stock options granted prior to that date was approximately $4.1 million and the Cost is expected to be recognized over the respective vesting terms of

each award through 2011 The weighted average term of the unrecognized stock-based compensation expense is 3.26 years As the Company believes

it is more likely than not that all of the stock option related tax benefits will not be realized the Company has not recorded any net tax benefits related

to the options exercised

Stock-Based Compensation for Options Granted Prior to the IPO

Prior to the Companys IPO certain stock options were granted with exercise prices that were below the reassessed fair value of the common
stock at the date of grant In accordance with APB 25 deferred stock-based compensation was recorded for the difference between the estimated fair

value of the common stock underlying the options and the exercise price of the options The deferred stock-based compensation was being amortized

over the related vesting terms of the options The Company recorded amortization of deferred stock-based compensation of $0.2 million and $0.7

million in 2008 and 2007 respectively under the prospective transition method of FAS 123R for stock options granted before December 23 2004 the

date on which the Company filed its initial registration statement on Form S-I in connection with its IPO As of December 31 2008 the deferred

stock-based compensation was fully amortized For stock options granted after December 23 2004 the associated unamortized deferred compensation

balance of $0.3 million was reversed as of January 2006 due to the adoption of FAS 123R

Total Stock-based Compensation Expense

Employee stock-based compensation expense was calculated based on awards ultimately expected to vest and has been reduced for estimated

forfeitures FAS 123R requires forfeitures to be estimated at the time of grant and revised if necessary in subsequent periods if actual forfeitures differ

from those estimates Employee stock-based compensation expense related to all of the Companys stock-based awards including stock options

granted prior to the Companys IPO which continue to be accounted for under APB 25 is as follows

Year ended Year ended

December flAR December 31 2007

General and administrative 1265379 1863999

Stock-based compensation expense 2276565 3313111

Ranee of Exercise Prices

Options Outstanding Options Exercisable

Weighted

Average

Exercise Price

Weighted
Number of Average

Shares Exercise Price
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14 Fair Value Measurements

Effective September 2006 the FASB issued SFAS No 157 Fair Value Measurements or SFAS 157 SFAS 157 established framework

for measuring fair value and expanded disclosure requirements about such fair value measurements In February 2008 the FASB issued Statement of

Financial Position FSP No 157-2 which delays the effective date of FAS 157 for non-financial assets and non-financial liabilities except for items

that are on recurring basis items that are remeasured at least annually The FSP deferred the effective date of FAS 157 for non-financial assets and

non-financial liabilities until the Companys fiscal year beginning on January 2009

As of January 2008 the Company adopted SFAS 157 on prospective basis on its financial assets and liabilities The fair value of the

Companys financial instruments reflect the amounts that would be received to sell an asset or paid to transfer liability in an orderly transaction

between market participants at the measurement date exit price SFAS 157 also established fair value hierarchy that prioritizes the use of inputs

used in valuation techniques into the following three levels

Level 1quoted prices in active markets for identical assets and liabilities

Level 2observable inputs other than quoted prices in active markets for identical assets and liabilities

Level 3unobservable inputs

The adoption of SFAS 157 did not have material effect on the Companys financial condition and results of operations but SFAS 157

introduced new disclosures about how the Company values certain assets and liabilities focusing on the inputs used to measure fair value particularly

in instances where the measurement uses significant unobservable Level inputs The Companys financial instruments are valued using quoted

prices
in active markets Level or based upon other observable inputs Level The following table sets forth the fair value of the Companys

financial assets that were measured on recurring basis during the year ended in December 31 2008

Fair Value Measurements at Reporting Date Us
Level Level Level Total

Cashuivalents
and mone market funds 6185866 6185866

...
..

..
zii..iii..1IIIUIIUIIU1UiUUINIiIII

Total 6185866 4321844 10507710

At December 31 2008 the Companys cash equivalents and marketable securities were classified within Level or Level of the fair value

hierarchy The type of securities
utilizing

Level inputs consisted of the Companys money market funds The Companys Level valuations are

based upon quoted prices for similar instruments or securities that are under an active market with pricing adjustments for yield and number of days to

maturity The type of securities utilizing Level inputs consisted of the Companys U.S government agency securities corporate bonds and

commercial papers

15 Income Taxes

As of December31 2008 the Company had federal net operating loss carryforwards of approximately $201.6 million The Company also had

federal research and development tax credit carryforwards of approximately $4.9 million The federal net operating loss and tax credit carryforwards

will expire at various dates beginning in 2018 if not utilized As of December 31 2008 the Company had state net operating loss carryforward of

approximately $102.9 million which expires beginning in 2009 The Company also had state research and development tax credit carryforwards of

approximately $4.9 million which do not expire

Utilization of the net operating loss and tax credits carryforwards may be subject to substantial annual limitation due to the ownership

change limitations provided by the Internal Revenue Code of 1986 as amended that are applicable if the Company experiences an ownership

change which may occur for example as result of the Companys IPO and other sales of the Companys stock and similar state provisions The

annual limitation may result in the expiration of net operating losses and credits before utilization
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As of December 31 2008 and 2007 the Company had deferred tax assets of approximately $95.7 million and $80.7 million respectively

Realization of the deferred tax assets is dependent upon future taxable income if any the amount and timing of which are uncertain Accordingly the

net deferred tax assets have been fully offset by valuation allowance The net valuation allowance increased by approximately $15.0 million and

$16.2 million during the years ended December31 2008 and 2007 respectively

The income tax provision differs from the amount computed by applying the
statutory

income tax rate of 34 percent to pretax loss as follows

Year Ended December 31

2008 2007 2006

Current year net operating losses and temporary differences for which no tax

is reco ized 12223 8Th 124 15 87 19

Deferred income taxes reflect the net tax effects of loss and credit carryforwards and temporary differences between the carrying amounts of

assets and liabilities for financial reporting purposes and the amounts used for income tax purposes Significant components of the Companys deferred

tax assets for federal and state income taxes are as follows

December 31
200S 2007

tu1izedresearchcosti
.9OOO 880O0

Accrued liabilities 2026000 1763000____I_
Gross deferred tax assets 95680000 80695000

Net deferred tax assets

In July 2006 the FASB issued FASB Interpretation No 48 Accounting for Uncertainty in Income Taxesan Interpretation 0fFASB

Statement No 109 or FIN 48 FIN 48 addresses recognition and measurement on uncertain tax positions that the Company has taken or expects to take

on tax returns using more-likely-than-not threshold It also revises disclosure requirements

On January 12007 the Company adopted the provisions of FIN 48 As of December 31 2008 the Company recognized no material

adjustment in tax payable and unrecognized tax benefits since the Company has net operating losses and has not been subject to income tax since

inception

The Company files U.S federal and California tax returns The Companys wholly owned subsidiary files tax retums in the United Kingdom

To date neither the Company nor its wholly owned subsidiary has been audited by the Internal Revenue Service any state income tax authority or tax

authority in the United Kingdom

16 Guarantees and Indemnification

In November 2002 the FASB issued Interpretation
No 45 Guarantors Accounting andDisclosure Requirements for Guarantees including

Indirect Guarantees of Indebtedness of Others or FIN 45 FIN 45 requires that upon issuance of guarantee the guarantor must recognize liability

for the fair value of the obligations it assumes under that guarantee

As permitted under Delaware law and in accordance with the Companys Bylaws the Company indemnifies its officers and directors for

certain events or occurrences subject to certain limits while the officer or director is or was serving at the Companys request in such capacity The

indemnification agreements with the Companys officers and directors terminate upon termination of their employment but the termination does not

affect claims for indemnification relating to events occurring prior to the effective date of termination The maximum amount of potential future

indemnification is unlimited however the Companys officer and director insurance policy reduces the Companys exposure and may enable the

Company to recover portion of any future amounts paid The Company believes that the fair value of these indethnification agreements is minimal In

addition in.the ordinary course of business the Company enters into agreements such as licensing agreements clinical trial agreements and certain

services agreements containing standard indemnifications provisions The Company believes that the likelihood of an adverse judgment related to such

indemnification provisions is remote Accordingly the Company has not recorded any liabilities for any of these agreements as of December 31 2008
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17 Subsequent Events

Termination of Lease

On January 15 2009 the Company entered into an Agreement for Termination of Lease and Voluntary Surrender of Premises with ARE-Technology Center 5SF
LLC or Alexandria on leased facility located at 341 Oyster Point Boulevard South San Francisco Califomia which formerly served as the Companys headquarters and

research and development facility Pursoant to the terms of the Termination Agreement the Company was required to vacate the premises by Febmaiy 28 2009 and agreed

to pay an aggregate fee of approximately $2.2 million in consideration of early termination of the Lease Agreement Under the original Lease Agreement the Company was

required to pay Alexandria base rents and operating expenses of approximately $15.7 million between 2009 and 2013 The $2.2 million termination fee was paid in January

2009 In addition to the $2.2 million termination fee the Company also paid in January 2009 approximately $0.3 million of commission to third party that the Company
engaged to negotiate the lease termination with the Companys landlord and the landlord kept the $0.3 million security deposit it received upon the

signing of the lease

Sole of LFA-J Patents and Related Know-How

In March 2009 the Company sold all of its interest in its LFA-l and related know-how to SARcode Corporation or SARcode the previous licensee for total

cash considerstion of $2.0 million Upon signing the new agreement the existing license agreement with SARcode terminated The Company continues to hold series of

secored notes issued by SARcode having total principal value of$t.0 million and convertible into preferred stock of SARcode Corporation

Private Placement

On March 31 2009 the Company entered into securities
purchase agreement with accredited investors including

certain members of management providing for

private placement of op to $43.5 million of our securities or the Private Placement The Private Placement includes up to $15.0 million of units consisting of convertible

preferred stock and wsrrsnts to purchase common stock in two closings The initial closing for $10.0 million of units is expected to close in the near term subject to the

satisfaction of customary closing conditions Subject to approval by the Companys stockholders an additional $5.0 million of units maybe sold in the second closing

which closing msy occur at our election or at the election of the investors in the Private Placement We may elect to hold the second closing if the achievement of

specified milestone with respect to voreloxin has occurred and our common stock is trading above specified floor price If we do not deliver notice to the investors of our

election to complete the second closing or if the conditions for the second
closing

have not been met the investors may elect to purchase the units in the second closing

Notice of an election to complete the second closing either by os or the investors must be delivered on or before the earliest to occur of December 31 2009 the common

equity closing described below or the occurrence of qoaliing altemative common stock financing If the second closing occurs it will be subject to the satisfaction of

costomaty closing conditions Subject to the approval of our stockholders the remaining tranche of $28.5 million of common stock maybe sold in the common equity

closing The common eqoity closing maybe completed at or prior to the earlier of December 312010 and qualiing altemative common stock financing subject to

approval of majority of the investors and selling at least $28.5 million of common stock in the common equity closing The common equity closing may also be completed

upon the election of the holders of majority of the convertible preferred stock prior to date determined with reference to our cash balance at certain future dates

to the initial closing for $10.0 million of units the Company would issue approximately 2.9 million shares of Series Preferred Stock which would initially be

convertible into approximately 29.0 million shares of common stock and warrants to purchase approximately 29.0 million shares of common stock In the second closing

for an additional $5.0 million of units if completed the Company woold issue approximately 14.5 million shares of Series Preferred Stock which would be convertible

into
approximately 14.5 million shares of common stock and warrants to purchase approximately 14.5 million shares of common stock The per unit purchase price for

share of Series Preferred Stock and warrant to purchase 10 shares of common stock would be $3.45 for both the first and second closings The warrants issuable at the

first and second closings would have an exercise price of $0.22
per

share and term of
years

from issuance tn the common equity closing if completed the Company
would issue spproximstely 103.6 million shares of common stock ala purchase price of $0275

per
share

Upon the initial closing certain of the investors would have the right to designate three of eight members of the Companys Board of Directors Following the

second closing if completed the investors would have the
right to designate five of nine members of the Board of Directors In conjunction with this private placement

when the initial closing takes place the investors will receive number of additional
rigbts as result of their convertible preferred stock ownership including the right to

approve any sale of the company any issuance of debt or preferred stock and except if certain conditions are met any issuance of common stock other than the second

closing and the common stock closing described above Upon any sale of the company or the majority of its assets or shares or significant partnering transaction the

holders of the Series Preferred Stock would have right tQreceive proceeds equal to three times the purchase price of each unit for each share of Series Preferred

Stock in preference to any other class of stock

2009 Restructuring

On March 30 2009 the Compensation Committee of our Board of Directors in conjunction with the closing of the Private Placement committed to restmcturing

pian that will result in an immediate reduction in force affecting six employees including two executives Employees were notified on March 31 2009

18 Selected Quarterly Financial Data unandited

Mar 31 Jaae 30 Sep 30 Dee 31 Mar 31 Juse 30 Sep 30 Dee 31
2000 2000 2000 2000 2007 2007 2007 2007

Rsvesgst51 -t4 fu FI4Lfl4
Net less 9.624905 çissss.4is 70t5i72 6927i32 9369037 977t583 5842 325 5.777975

5hsres used is eumpuiiug basis set

diluied sei tess
pee

shuee uppiisubie is

cemmes sisckhstdsrs 34364s96 34377367 344s15 19 3440457t 29457247 75933 343 596i 34336345
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ITEM CHANGES IN AND DISAGREEMENTS WJTHACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

Not applicable

ITEM 9AT CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

Based on their evaluation as of December 31 2008 our Chief Executive Officer and Chief Financial Officer with the participation of

management have concluded that subject to the limitations described below our disclosure controls and procedures as defined in Rules 13a-l5e and

Sd-I 5e of the Securities Exchange Act were effective

Managements Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as defined in Rules l3a-15

and 15d-15f under the Securities Exchange Act Internal control over financial reporting is process designed to provide reasonable assurance

regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted

accounting principles in the United States

Under the supervision and with the participation of our management including our Chief Executive Officer and Chief Financial Officer we

conducted an evaluation of the effectiveness of our internal control over financial reporting as of December 31 2008 Management based its

assessment on the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal ControlIntegrated

Framework Based on this evaluation our management concluded that as of December 312008 our internal control over financial reporting was

effective

This annual report does not include an attestation report of the Companys independent registered public accounting firm regarding internal

control over financial reporting Managements report was not subject to attestation by the Companys registered public accounting firm pursuant to

temporary rules of the Securities and Exchange Commission that permit the Company to provide only managements report in this annual report

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting during the quarter ended December 31 2008 that have materially

affected or are reasonably likely to materially affect our internal control over financial reporting

Limitations on the Effectiveness of Controls

Our disclosure controls and procedures provide our Chief Executive Officer and Chief Financial Officer reasonable assurances that our

disclosure controls and procedures will achieve their objectives However Company management including our Chief Executive Officer and Chief

Financial Officer does not expect that our disclosure controls and procedures or our internal control over financial reporting can or will prevent all

human error control system no matter how well designed and implemented can provide only reasonable not absolute assurance that the objectives

of the control system are met Furthermore the design of control system must reflect the fact that there are internal resouite constraints and the

benefit of controls must be weighed relative to their corresponding costs Because of the limitations in all control systems no evaluation of controls can

provide complete assurance that all control issues and instances of error if any within our company are detected These inherent limitations include the

realities that judgments in decision-making can be faulty and that breakdowns can occur due to human error or mistake Additionally controls no

matter how well designed could be circumvented by the individual acts of specific persons within the organization The design of any system of

controls is also based in part upon certain assumptions about the likelihood of future events and there can be no assurance that any design will succeed

in achieving its stated objectives under all potential future conditions
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ITEM 9B OTHER INFORMATION

None

PART III

Certain information required by Part III is omitted from this
report

because we wilt file with the SEC definitive proxy statement pursuant to

Regulation 4A in connection with the solicitation of proxies for our Annual Meeting of Stockholders expected to be held in June 2009 the Proxy

Statement not later than 120 days after the year ended December 2008 covered by this report and certain information included therein is

incorporated herein by reference

ITEM 10 DIRECTORS EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Identification of Directors

Information responsive to this item is incorporated herein by reference to our definitive Proxy Statement with respect to our 2009 Annual

Meeting of Stocltholders to be filed with the SEC within 120 days after the end of the fiscal year covered by this Annual Report on Form 10-K

Identification of Executive Officers

Information responsive to this item is incorporated herein by reference to our definitive Proxy Statement with respect to our 2009 Annual

Meeting of Stockholders to be filed with the SEC within 120 days after the end of the fiscal year covered by this Annual Report on Form 10-K

Identification of Audit Committee and Financial Expert

Information responsive to this item is incorporated herein by reference to our definitive Proxy Statement with respect to our 2009 Annual

Meeting of Stockholders to be filed with the SEC within 120 days after the end of the fiscal year covered by this Annual Report on Form 10-K

Material Changes to Procedures for Recommending Directors

Information responsive to this item is incorporated herein by reference to our definitive Proxy Statement with respect to our 2009 Annual

Meeting of Stockholders to be filed with the SEC within 120 days after the end of the fiscal year covered by this Annual Report on Form tO-K

Compliance with Section 16a of the Exchange Act

Information responsive to this item is incorporated herein by reference to our definitive Proxy Statement with respect to our 2009 Annual

Meeting of Stockholders to be filed with the SEC within 120 days after the end of the fiscal year covered by this Annual Report on Form 10-K

Code of Business Conduct Ethics

We have adopted Code of Business Conduct Ethics which applies to all of our directors officers and employees copy of our Code of

Business Conduct Ethics can be found on our website www.sunesis.com in the section titled Investors and Media under the subsection titled

Corporate Governance Information found on our website is not incorporated by reference into this report In addition we intend to promptly

disclose the nature of any amendment to our Code of Business Conduct Ethics that applies to our principal executive officer principal
financial

officer principal accounting officer or persons performing similar functions and the nature of any waiver including an implicit waiver from

provision of our Code of Business Conduct Ethics that is granted to one of these specified officers the name of such person who is granted the

waiver and the date of the waiver on our website in the future

All additional information required by this Item 10 will be set forth in our definitive Proxy Statement and is incorporated in this report by

reference
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ITEM 11 EXECUTIVE COMPENSATION

Information responsive to this item is incorporated herein by reference to our definitive Proxy Statement with respect to our 2009 Annual

Meeting of Stockholders to be filed with the SEC within 120 days after the end of the fiscal year covered by this Annual Report on Form 10-K

ITEM 12 SECURITY OWNERSHIP OF CER TAIN BENEFICIAL OWNERS AND MA NA GEMENTAND RELATED STOCKHOLDER
MA TTERS

Ownership of Sunesis Securities

Information responsive to this item is incorporated herein by reference to our definitive Proxy Statement with respect to our 2009 Annual

Meeting of Stockholders to be filed with the SEC within 120 days after the end of the fiscal year covered by this Annual Report on Form 10-K

Equity Compensation Plan Information

The following table provides certain information with respect to all of our equity compensation plans in effect as of December 312008

Number of Securities Number of Securities

to be Issued upon Weighted Average Remaining Available for

Exercise of Exercise Price of Future Issuance Under

Outstanding Options Outstanding Options Equity Compensation Plans

Warrants Warrants Excluding Securities

and RiQhts Reflected in Column

Equity Compensation Plans Not Approved by Stockholders4 457061 3.43 67939

Includes our 1998 Stock Plan or 1998 Plan 2001 Stock Plan or 2001 Plan 2005 Equity Incentive Award Plan or 2005 Plan and Employee

Stock Purchase Plan or ESPP

Includes 1018642 shares of common stock issuable upon the exercise of options granted under our 1998 Plan all of which were

exercisable as of December 31 2008 ii 148304 shares of common stock issuable upon the exercise of options granted under our 2001 Plan

all of which were exercisable as of December 31 2008 and iii 3026948 shares of common stock issuable upon the exercise of options

granted under our 2005 Plan 1833135 of which were exercisable as of December 31 2008 Excludes purchase rights currently accruing

under the ESPP Offering periods under the ESPP are 12-month periods which are comprised of two six-month purchase periods Eligible

employees may purchase shares of common stock at price equal to 85 percent of the lower of the fair market value of the common stock at

the beginning of each offering period or the end of each semi-annual purchase period Participation is limited to 20 percent of an employees

eligible compensation subject to limitations under the Internal Revenue Code

Includes 2121116 shares of common stock available for issuance under our 2005 Plan and ii 252453 shares of common stock available

for issuance under our ESPP Beginning in 2006 the number of shares of common stock reserved under the 2005 Plan automatically

increases on the first trading day each year by an amount equal to the lesser of percent of the Companys outstanding shares of common
stock outstanding on such date ii 1082352 shares or iii an amount determined by the Board of Directors The number of shares of

common stock reserved under our ESPP automatically increases on the first trading day each year by an amount equal to the least of

0.5 percent of our outstanding shares of common stock outstanding on such date ii 135294 shares or iii lesser amount determined by

our Board of Directors

Represents our 2006 Employment Commencement Incentive Plan or 2006 Plan
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The additional information required by this Item 12 concerning our non-stockholder approved equity compensation plans is discussed in

Note 12 in the notes to consolidated financial statements contained in Part II Item of this report and is incorporated herein by reference Any other

information required by this Item 12 will be set forth in our definitive Proxy Statement and is incorporated in this report by reference

ITEM 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

Information responsive to this item is incorporated herein by reference to our definitive Proxy Statement with respect to our 2009 Annual

Meeting of Stockholders to be filed with the SEC within 120 days after the end of the fiscal year covered by this Annual Report on Form 10-K

ITEM 14 PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information responsive to this item is incorporated herein by reference to our definitive Proxy Statement with respect to our 2009 Annual

Meeting of Stockholders to be filed with the SEC within 120 days after the end of the fiscal year covered by this Annual Report on Form 10-K

PART IV

ITEM 15 EXHIBITS AND FINANCIAL STA TEMENT SCHEDULES

Exhibits and Financial Statement Schedules

al Financial Statements

Page

Rcrt of Independent Registered Public Accounting Finn 44

Consolidated Balance Sheets 45

Consolidated Statements of Operations 46

Consolidated Statements of Stockholders Equity 47

oosolidated Statements of Cash Flows 48

Notes to Consolidated Financial Statements 49

a2 Financial Statement Schedules

All financial statement schedules are omitted because they are not applicable or the information is included in the financial

statements or notes thereto

a3 Exhibits

list of exhibits filed with this report or incorporated herein by reference is found in the Exhibit Index immediately

following the signature page of this report
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 Sunesis Pharmaceuticals Inc has duly caused

this report to be signed on its behalf by the undersigned thereunto duly authorized on April 2009

SUNESIS PHARMACEUTICALS INC

By Is ERIC BJERKHOLT

Eric Bjerkholt

Senior Vice President Corporate Development
and Finance ChilFinancial Officer

KNOW ALL PERSONS BY THESE PRESENTS that each person whose signature appears below constitutes and appoints Daniel

Swisher Jr and Eric Bjerkholt and each of them as his true and lawful attorneys-in-fact and agents with full power of substitution for him and in

his name in any and all capacities to sign any and all amendments to this Annual Report on Form JO-K and to file the same with exhibits thereto and

other documents in connection therewith with the Securities and Exchange Commission granting unto said attorneys-in-fact and agents and each of

them full power and authority to do and perform each and every act and thing requisite and necessary to be done therewith as fully to all intents and

purposes as he might or could do in person hereby ratiiing and confirming all that said
attorneys-in-fact and agents and any of them or his substitute

or substitutes may lawfully do or cause to be done by virtue hereof

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by the following persons on behalf of

the registrant and in the capacities on the dates indicated

Signature Title Date

Is JAMES YOUNG PH.D Executive Chairman of the Board April 2009

James Young Ph.D

Is DANIEL SWISHER JR President Chief Executive Officer and April 2009

Daniel Swisher Jr Director Principal Executive Officer

ERIC BJERKHOLT
Senior Vice President Corporate

April 2009
Development and Finance Chief

Eric Bjerkholt Financial Officer Principal Financial

Officer and Principal Accounting Officer

/s ANTHONY EVNIN PH.D Director April 2009

Anthony Evnin Ph.D

/s STEPHEN PA FODOR PH.D Director April 2009

Stephen P.A Fodor Ph.D

Is MATrHEW Fusr Director April 2009

Matthew Fust

Is/ STEVEN G0LDBY Director April 2009

Steven Goldby

/5/ HOMER PEARCE Director April 2009

Homer Pearce

/5/ DAVID STUMP M.D Director April 2009

David Stump M.D
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EXHIBIT INDEX

Exhibit

Number Description

3.1 Amended and Restated Certificate of Incorporation of the Registrant Delaware incorporated by reference to Exhibit 3.1 to the

Registrants Annual Report on Form l0-KIA filed on May 23 2007

3.2 Amended and Restated Bylaws of the Registrant incorporated by reference to Exhibit 3.2 to the Registrants Current Report on Form 8-

filed on December 112007
4.1 Specimen Common Stock certificate of the Registrant incorporated by reference to Exhibit 4.1 to the Registrants Registration

Statement on Form S-I SEC File No 333-12 1646 filed on December 23 2004

10.1 1998 Stock Plan and Form of Stock Option Agreement incorporated by reference to Exhibit 10.1 to Amendment No to the

Registrants Registration Statement on Form S-i SEC File No 333-121646 filed on January 27 2005

10.2 2001 Stock Plan and Form of Stock Option Agreement incorporated by reference to Exhibit 10.2 to the Registrants Registration

Statement on Form S-i SEC File No 333-121646 filed on December 23 2004

10.3 2005 Equity Incentive Award Plan as amended and Form of Stock Option Agreement incorporated by reference to Exhibit 10.3 to the

Registrants Quarterly Report on Form lO-Q filed on August 2007

10.4 Employee Stock Purchase Plan and Enrollment Form incorporated by reference to Exhibit 10.4 to the Registrants Quarterly Report on

Form 10-Q filed on November 2006

10.5 Form of Indemnification Agreement for directors and executive officers incorporated by reference to Exhibit 10.5 to the Registrants

Registration Statement on Form S-i SEC File No 333-121646 filed on December 23 2004

10.6 Amended and Restated Consulting Agreement dated August 2005 by and between the Registrant and James Wells incorporated

by reference to Exhibit 10.12 to Amendment No to the Registrants Registration Statement on Form S-I SEC File No 333-

121646 filed on September 12005
10.7 Eighth Amended and Restated Investor Rights Agreement dated August 30 2004 by and among the Registrant and certain

stockholders and warrant holders incorporated by reference to Exhibit 10.17 to the Registrants Registration Statement on Form S-l

SEC File No 333-121646 filed on December 23 2004
10.8 Warrant dated April 1998 issued to James Wells incorporated by reference to Exhibit 10.18 to the Registrants Registration

Statement on Form S-l SEC File No 333-12 1646 filed on December 23 2004
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Exhibit 31.1

CERTIFICATION

Daniel Swisher Jr certify that

have reviewed this Annual Report on Form 10-K of Sunesis Pharmaceuticals Inc

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state material fact necessary to

make the statements made in light of the circumstances under which such statements were made not misleading with respect to the period covered by

this report

Based on my knowledge the financial statements and other financial information included in this report fairly present in all material

respects
the financial condition results of operations and cash flows of the registrant as of and for the periods presented in this report

The registrants other certifying officer and are responsible for establishing and maintaining disclosure controls and procedures as defined

in Exchange Act Rules 3a-1 5e and 5d- 15e and internal control over financial reporting as defined in Exchange Act Rules 3a-1 5f and Sd-i

for the registrant and have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed under our

supervision to ensure that material information relating to the registrant including its consolidated subsidiaries is made known to us by others

within those entities particularly during the period in which this report is being prepared

Designed such intemal control over financial reporting or caused such internal control over financial reporting to be designed under

our supervision to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for

external purposes in accordance with generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures as of the end of the period covered by this
report

based on such evaluation and

Disclosed in this report any change in the registrants internal control over financial reporting that occurred during the registrants most

recent fiscal quarter the registrants fourth fiscal quarter in the case of an annual report that has materially affected or is reasonably likely to

materially affect the registrants internal control over financial reporting and

The registrants other certifying officer and have disclosed based on our most recent evaluation of internal control over financial

reporting to the registrants auditors and the audit committee of the registrants board of directors or persons performing the equivalent functions

All significant
deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are

reasonably likely to adversely affect the registrants ability to record process summarize and report financial information and

Any fraud whether or not material that involves management or other employees who have significant role in the registrants

internal control over financial reporting

Date April 2009

Is/Daniel Swisher Jr

Daniel Swisher Jr

President and Chief Executive Officer



Exhibit 31.2

CERTIFICATION

Eric Bjerkholt certify that

have reviewed this Annual Report on Form 10-K of Sunesis Pharmaceuticals Inc

Based on my knowledge this
report does not contain any untrue statement of material fact or omit to state material fact necessary to

make the statements made in light of the circumstances under which such statements were made not misleading with respect to the period covered by

this report

Based on my knowledge the financial statements and other financial information included in this report fairly present in all material

respects the financial condition results of operations and cash flows of the registrant as of and for the periods presented in this report

The registrants other
certifying officer and are responsible for establishing and maintaining disclosure controls and procedures as defined

in Exchange Act Rules 13a-15e and 15d-15e and internal control over financial reporting as defined in Exchange Act Rules 13a-15f and l5d-l5

for the registrant and have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed under our

supervision to ensure that material information relating to the registrant including its consolidated subsidiaries is made known to us by others

within those entities particularly during the period in which this report is being prepared

Designed such internal control over financial reporting or caused such internal control over financial reporting to be designed under

our supervision to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for

external purposes in accordance with generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures as of the end of the period covered by this report based on such evaluation and

Disclosed in this report any change in the registrants internal control over financial reporting that occurred during the registrants most

recent fiscal quarter the registrants fourth fiscal quarter in the case of an annual report that has materially affected or is reasonably likely to

materially affect the registrants internal control over financial reporting and

The registrants other certifying officer and have disclosed based on our most recent evaluation of internal control over financial

reporting to the registrants auditors and the audit committee of the registrants board of directors or persons performing the equivalent functions

All significant deficiencies and matenal weaknesses in the design or operation of internal control over financial reporting which are

reasonably likely to adversely affect the registrants ability to record process summarize and report financial information and

Any fraud whether or not material that involves management or other employees who have significant role in the registrants

internal control over financial reporting

Date April 2009

/5/ Eric Bjerkholt

Eric Bjerkholt

Senior Vice President Corporate

Development and Finance Chief Financial Officer



Exhibit 32.1

Certification of Chief Executive Officer and Chief Financial Officer Pursuant to

18 U.S.C Section 1350 as Adopted Pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant to the requirement set forth in Rule 13a-14b of the Securities Exchange Act of 1934 as amended the Exchange Act and Section 1350 of

Chapter 63 of Title 18 of the United States Code 18 U.S.C 350 Daniel Swisher Jr Chief Executive Officer of Sunesis Pharmaceuticals Inc

the Company and Eric Bjerkholt Chief Financial Officer of the Company each hereby certifies that to the best of his knowledge

The Companys Annual Report on Form 10-K for the period ended December 31 2008 to which this Certification is attached as Exhibit 32.1

the Annual Report fully complies with the requirements of Section 13a or Section 15d of the Exchange Act and

The information contained in the Annual Report fairly presents in all material respects the financial condition and results of operations of the

Company

In Witness Whereof the undersigned have set their hands hereto as of the 3d day of Apnl 2009

/s/ Daniel Swisher Jr Is/ Eric Bjerkholt

Daniel Swisher Jr Eric Bjerkholt

Chief Executive Officer Chief Financial Officer

This certification accompanies the Form 10-K to which it relates is not deemed filed with the Securities and Exchange Commission and is not to be

incorporated by reference into any filing of Sunesis Pharmaceuticals Inc under the Securities Act of 1933 as amended or the Securities Exchange Act

of 1934 as amended whether made before or after the date of the Form 10-K irrespective of any general incorporation language contained in such

filing
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EXPLANATORY NOTE

We are filing this Amendment No Ito our Annual Report on Form 10-K/A this Amendment to amend our Annual Report on Form 10-K

for the year ended December 31 2008 as filed with the Securities and Exchange Commission the SEC on April 2009 the Original Filing

The principal purpose of this Amendment is to update the Risk Factors in Part Item IA to reflect the initial closing of private placement to purchase

up to $43.5 million of our securities and reflect that we received letter on April 14 2009 from the Listing Qualifications Department of The

NASDAQ Stock Market notifying us that we do not currently comply with the $10.0 million minimum stockholders equity requirement for continued

listing on The NASDAQ Global Market as set forth in NASDAQ Marketplace Rule 5450blA and include the Part III information that was to be

incorporated by reference to the Proxy Statement for our 2009 Annual Meeting of Stockholders the Annual Meeting This Amendment hereby

amends Part Item IA specifically
the risk factors entitled If we are unable to raise additional capital in the near term we may not be able to

continue to operate as going concem The closing of the Private Placement will result in substantial dilution to our stockholders If we sell shares of

our common stock in future financings or other arrangements stockholders may experience additional dilution and If we fail to continue to comply

with the
listing requirements of The NASDAQ Global Market the price of our common stock and our ability to access the capital

markets could be

negatively impacted and Part III Items 10 through 14 and Part IV Item 15 In addition as required by Rule 12b- 15 under the Securities Exchange

Act of 1934 as amended the Exchange Act new certifications by our principal executive officer and principal
financial officer are filed as exhibits

to this Amendment

No attempt has been made in this Amendment to modify or update the other disclosures presented in the Original Filing Other than as stated

above in the Risk Factors this Amendment does not reflect events occurring after the filing of the Original Filing or modify or update those disclosures

that may be affected by subsequent events Such subsequent matters including changes in our management are addressed in subsequent reports
filed

by us with the SEC Accordingly this Amendment should be read in conjunction with the Original Filing
and our other filings with the SEC

In this report Sunesis the Company we us and our refer to Sunesis Pharmaceuticals Inc and its wholly owned subsidiary

Sunesis Europe Limited except where it is made clear that the term refers only to the parent company



PART

ITEM 1A RISK FACTORS

Investing in our comnion stock involves high degree of risk You should carefully consider the risks and uncertainties described below and

all information contained in this report in weighing decision to purchase our common stock If any of the possible adverse events described below

actually occurs we may be unable to conduct our business as currently planned and our financial condition and operating results could be adversely

affected Additional risks not presently known to us or that we currently believe are immaterial may also significantly impair our business operations

In addition the trading price of our common stock could decline due to the occurrence of any of these risks and you may lose all or part
of your

investment Please see Special Note Regarding Forward-Looking Statements

We have marked with an asterisk those risk factors below that reflect substantive changes from the risk factors included in our

Annual Report on Form 10-K filed with the Securities and Exchange Commission on April 2009

Risks Related to Our Business

11 we are unable to raise additional capital in the near term we may not be able to continue to operate as going concern

We will need to raise substantial additional capital to continue the development and commercialization of voreloxin We will need to raise

substantial additional capital in the near term to

fund clinical trials and seek regulatory approvals

continue and expand our development activities

hire additional development personnel

maintain defend and expand the scope of our intellectual property portfolio

implement additional internal systems and infrastructure and

build or access manufacturing and commercialization capabilities

Our future funding requirements will depend on many factors including but not limited to

the rate of progress and cost of our clinical trials and other development activities

the economic and other terms and timing of any licensing or other partnering arrangement into which we may enter

the costs associated with building or accessing manufacturing and commercialization capabilities

the costs of acquiring or investing in businesses product candidates and technologies if any

the costs of filing prosecuting defending and enforcing any patent claims and other intellectual property rights

the costs and timing of seeking and obtaining U.S Food and Dmg Administration or FDA and other regulatory approvals and

the effect of competing technological and market developments



On March 2009 we entered into securities purchase agreement with accredited investors including certain members of management

providing tir private placement of our securities of up to $43.5 million or the Private Placement The Private Placement contemplates the sale of up

to $15.0 million of units consisting of Series preferred stock and warrants to purchase common stock in two closings $10.0 million of units were

sold in the initial closing on April 32009 Subject to the approval of our stockholders an additional $5.0 million of units may be sold in the second

closing which may occur at our election or at the election of the investors in the Private Placement We may elect to hold the second closing if the

achievement of specified milestone with
respect

to voreloxin has occurred and our common stock is trading above specified floor price If we have

not delivered notice to the investors in the Private Placement of our election to complete the second closing or if the conditions for the second closing

have not been met the investors may elect to purchase the units in the second closing by delivering notice to us of their election to purchase the

units Notice of an election to complete the second closing either by us or the investors in the Private Placement must be delivered on or before the

earliest to occur of December 31 2009 the common equity closing described below or the occurrence of qualifying alternative common stock

financing If the second closing occurs it will be subject to the satisfaction of customary closing conditions Subject to the approval of our

stockholders the remaining tranche of $28.5 million of common stock may be sold in the common equity closing The common equity closing maybe

completed at our election prior to the earlier of December 31 2010 or qualifying altemative common stock financing or upon the election of the

holders of majority of the Series preferred stock issued in the Private Placement prior to date determined with reference to our cash balance

dropping below $4.0 million at certain future dates If we elect to hold the common equity closing it will be subject to the approval of the purchasers

holding majority of the Series preferred stock issued in the Private Placement and subject to condition that we sell at least $28.5 million of

common stock in the common equity closing

We anticipate that the net proceeds from the initial closing of the Private Placement together with our existing cash cash equivalents and

marketable securities will be sufficient to enable us to fund our operations through at least the end of 2009

The conditions to the second closing for $5.0 million of units are substantial including conditions related to approval by our stockholders the

development of voreloxin and our stock price and it is possible that the conditions to this second closing will not be met in which event we would not

receive the $5.0 million of gross proceeds that are contemplated for that closing The $28.5 million common equity closing is entirely in the discretion

of the investors in the Private Placement and it is possible that they will elect not to complete that closing for reasons related to our business or other

factors

Until we can generate sufficient amount of product revenue to finance our cash requirements which we may never do we expect to finance

future cash needs primarily through equity issuances including the possible second closing of the sale of units and common equity closing in the

Private Placement described above and subject to the satisfaction of the conditions described above debt arrangements and possible partnership or

license of development and/or commercialization rights to voreloxin We do not know whether additional funding will be available on acceptable

terms or at all

We arc currently continuing to conduct our ongoing clinical trials of voreloxin in acute myeloid leukemia or AML and ovarian cancer If we

are not able to secure additional funding when needed we may have to delay reduce the scope of or eliminate one or more of our clinical trials or scale

back our development program or conduct additional workforce or other expense reductions For example in June 2008 we announced that we

reduced our workforce by approximately 60% and implemented revised operating plan to focus our efforts on voreloxin wind down our internal

discovery research activities to streamline our operations and extend our financial resources In addition we may have to partner voreloxin at an earlier

stage of development than we might otherwise choose to do which would lower the economic value of that program to us

Our failure to raise capital when needed and on acceptable terms would require us to reduce our operating expenses delay or reduce the scope

of our voreloxin development program and limit our ability to continue our operations Any one of the foregoing would have material adverse effect

on our business financial condition and results of operations

Our independent registered public accountants have indicated that our recurring operating losses raise substantial doubt as to our ability

to continue as going concern

Our audited financial statements for the fiscal year ended December 2008 were prepared on going concern basis in accordance with

United States generally accepted accounting principles The going concern basis of presentation assumes that we will continue in operation for the

foreseeable future and will be able to realize our assets and discharge our liabilities and commitments in the normal course of business However our

independent registered public accountants have indicated that our recurring operating losses raise substantial doubt as to our ability to continue as

going concern We may be forced to reduce our operating expenses and raise additional funds to meet our working capital needs However we cannot

guarantee that will be able to obtain sufficient additional funds when needed or that such funds if available will be obtainable on terms satisfactory to

us In the event that these plans cannot be effectively realized there can be no assurance that we will be able to continue as going concern



Conditions affecting the equity markets may make it more difficult and costly to raise additional capital

Currently there is turmoil in the U.S economy in part due to tightening credit markets Banks have tightened their lending standards

investors are increasingly unwilling to buy stock and corporate bonds and economic growth has slowed Factors contributing to slowing economy

appear to be reduced credit
availability falling

house
prices

and
rising prices If these factors continue to affect equity markets our ability to raise

capital may be adversely affected

We have incurred losses since inception and anticipate that we will continue to incur losses for the foreseeable future We may not ever

achieve or sustain profitability

We are clinical-stage biopharmaceutical company with limited operating history as public company We are not profitable and have

incurred losses in each year since our inception in 1998 Our net loss for the years ended December 31 2008 2007 and 2006 was $37.2 million

$38.8 million and $31.2 million respectively As of December 31 2008 we had an accumulated deficit of $316.2 million We do not currently have

any products that have been approved for marketing and we continue to incur substantial development and general and administrative expenses related

to our operations We expect to continue to incur losses for the foreseeable future and we expect these losses to increase significantly especially upon

commencing pivotal and Phase clinical trials for voreloxin as we conduct development of and seek regulatory approvals for voreloxin and as we

commercialize any approved drugs Our losses among other things have caused and will continue to cause our stockholders equity and working

capital to decrease

Our business model had been based in part upon entering into strategic collaborations for discovery and/or the development of some of our

product candidates To date we have derived substantially all of our revenue from research collaboration agreements The research phase for all of our

revenue-generating collaboration agreements is completed We do not expect to enter into any new collaboration agreement that will result in research

revenue for us We also do not anticipate that we will generate revenue from the sale of products for the foreseeable future In the absence of additional

sources of capital which may not be available to us on acceptable terms if at all the development of voreloxin or future product candidates if any

may be reduced in scope delayed or terminated If our product candidates or those of our collaborators fail in clinical trials or do not gain regulatory

approval or if our future products do not achieve market acceptance we may never become profitable Even if we achieve profitability in the future

we may not be able to sustain profitability in subsequent periods

There is high risk the development of voreloxin could be halted or significantly delayed for various reasons our clinical trials for

voreloxin may not demonstrate safety or efficacy or lead to regulatory approvaL

Voreloxin is prone to the risks of failure inherent in the drug development process We need to conduct significant additional preclinical

studies and clinical trials before we can attempt to demonstrate that voreloxin is safe and effective to the satisfaction of the FDA and other regulatory

authorities Failure can occur at any stage of the development process and successful preclinical studies and early clinical trials do not ensure that later

clinical trials will be successful number of companies in the pharmaceutical industry have suffered significant setbacks in advanced clinical trials

even after obtaining promising results in earlier trials

For example we terminated two Phase trials of voreloxin in small cell and non-small cell lung cancer We recently ceased development of

SNS-032 and terminated our related license agreement with Bristol-Myers Squibb Company after completion of Phase trial as no responses

demonstrating efficacy were observed in that trial In addition in our Phase trial of SNS-3 14 maximum tolerated dose was not established and no

responses were observed As result we have suspended further development of SNS-3 14 while we seek partner or licensee to support further

development

If our clinical trials result in unacceptable toxicity or lack of efficacy we may have to terminate them If clinical trials are halted or if they do

not show that voreloxin is safe and effective in the indications for which we are seeking regulatory approval our future growth will be limited and we

may not have any other product candidates to develop

We do not know whether our ongoing clinical trials or any other future clinical trials with voreloxin or any of our product candidates will be

completed on schedule or at all or whether our ongoing or planned clinical trials will begin or progress on the time schedule we anticipate The

commencement of our planned clinical trials could be substantially delayed or prevented by several factors including



delays or failures to raise additional funding

limited number of and competition for suitable patients with particular types of cancer for enrollment in clinical trials

delays or failures in obtaining regulatory approval to commence clinical trial

delays or failures in obtaining sufficient clinical materials

delays or failures in obtaining institutional review board approval to conduct clinical trial at prospective sites or

delays or failures in reaching acceptable clinical trial agreement terms or clinical trial protocols with prospective sites

The completion of our clinical trials could also be substantially delayed or prevented by several factors including

delays or failures to raise additional funding

slower than expected rates of patient recruitment and enrollment

failure of patients to complete the clinical trial

unforeseen safety issues

lack of efficacy during clinical trials

inability or unwillingness of patients or clinical investigators to follow our clinical trial protocols and

inability to monitor patients adequately during or after treatment

Additionally our clinical trials may be suspended or terminated at any time by the FDA other regulatory authorities ourselves or in some

cases our collaboration partners Any failure to complete or significant delay in completing clinical trials for our product candidates could harm our

financial results and the commercial prospects for our product candidates

In March 2008 we informed the FDA of
stability

observation in our voreloxin drug product Specifically visible particles were observed

during stability studies of one of our voreloxin drug product lots We have since identified process impurity in the voreloxin active pharmaceutical

ingredient or API that when formulated into the packaged vial of the voreloxin drug product can result in the formation of particles over time As

response to these findings we implemented revised manufacturing process to attempt to control the impurity and thereby prevent particle

formation One lot of voreloxin API manufactured using the revised manufacturing process has been formulated into drug product lot that has

completed nine months of stability testing without formation of particles This drug product lot is currently being used in our clinical trials It will take

time to evaluate whether or not this revised manufacturing process for voreloxin API will be successful in stopping the formation of particles in this

drug product lot over the longer term and to evaluate whether or not such control of particle formation would also be reliably and consistently

achieved in subsequent lots over the shorter or longer term We provided an update on the results from our process optimization activities to the FDA

in December 2008 If the change in manufacturing process does not adequately control the formation of visible particles we will need to discuss other

possibilities with the FDA which could include temporary clinical hold until the issue has been resolved to their satisfaction

The failure to enroll patients for clinical trials may cause delays in developing voreloxin

We may encounter delays if we are unable to enroll enough patients to complete clinical trials of voreloxin Patient enrollment depends on

many factors including the size of the patient population the nature of the protocol the proximity of patients to clinical sites and the eligibility criteria

for the trial Moreover when one product candidate is evaluated in multiple clinical trials simultaneously patient
enrollment in ongoing trials can be

adversely effected by negative results from completed trials Voreloxin is being tested in
patients

with AML and ovarian cancer which can be difficult

patient populations to recruit

The results ofpreclinical studies and clinical trials may not satisfy the requirements of the FDA or other regulatory agencies

Prior to receiving approval to commercialize voreloxin or future product candidates if any in the United States or abroad we and our

collaboration partners must demonstrate with substantial evidence from well-controlled clinical trials to the satisfaction of the FDA and other

regulatory authorities that such product candidates are safe and effective for their intended uses The results from preclinical studies and clinical trials

can be
interpreted

in different ways Even if we and our collaboration partners believe the preclinical or clinical data are promising such data may not

be sufficient to support approval by the FDA and other regulatory authorities



We rely on third parties to manufacture our voreloxin drug product and its active pharmaceutical ingredient and depend on single

supplier for the active pharmaceutical ingredient There are limited number of manufacturers that are capable of manufacturing voreloxin

We do not currently own or operate manufacturing facilities and lack the capability to manufacture voreloxin on clinical or commercial

scale As result we rely on third parties to manufacture both the voreloxin API and the finished drug product The API is classified as toxic

substance limiting
the available manufacturers We believe that there are at least five contract manufacturers in North America with suitable

capabilities
for API manufacture and at least four that can manufacture finished drug product We currently have established relationships with only

one manufacturer for API and two manufacturers for the finished drug product If our third-party API manufacturer is unable or unwilling to produce

voreloxin we will need to establish contract with another supplier However establishing relationship
with an alternative supplier would likely

delay our ability to produce API for six to nine months during which time we would rely on current inventory to supply our drug product

manufacturing activities We expect to continue to depend on third-party contract manufacturers for all our API and finished drug product needs in the

foreseeable future

Voreloxin requires precise high quality manufacturing contract manufacturer is subject to ongoing periodic unannounced inspection by the

FDA and corresponding state agencies to ensure strict compliance with current Good Manufacturing Practice or cGMP and other applicable

government regulations and corresponding foreign standards Our contract manufacturers failure to achieve and maintain high manufacturing

standards in compliance with cGMP regulations could result in manufacturing errors resulting in patient injury or death product recalls or withdrawals

delays or interruptions of production or failures in product testing or delivery delay or prevention of filing or approval of marketing applications for

voreloxin cost overruns or other problems that could seriously harm our business

To date voreloxin has been manufactured in small
quantities

for
preclinical

studies and clinical trials Prior to being approved for commercial

sale we will need to manufacture finished drug product in
larger quantities Significant scale-up of manufacturing will be accompanied by significant

validation studies which will be reviewed by the FDA prior to approval If we are unable to successfully increase the manufacturing capacity for

voreloxin the regulatory approval or commercial launch may be delayed or there may be shortage in commercial supply

Any performance failure on the part of contract manufacturer could delay clinical development or regulatory approval of our product

candidates or commercialization of our future products depriving us of
potential product revenue and resulting in additional losses For example

because we rely on single supplier for voreloxin API the failure of such supplier to have sufficient
quantities of the API or to supply API on timely

basis or at all would negatively affect us In addition our dependence on third party for manufacturing may adversely affect our future
profit margins

Our ability to replace an existing manufacturer may be difficult because the number of potential manufacturers is limited and the FDA must approve

any replacement manufacturer before it can be an approved commercial supplier Such approval would require new testing and compliance inspections

It may be difficult or impossible for us to identify and engage replacement manufacturer on acceptable terms in timely manner or at all

We expect to expand our clinical development capabilities and any difficulties hiring or retaining key personnel or managing this growth

could disrupt our operations

We are highly dependent on the principal members of our development staff We expect to expand our clinical development capabilities by

increasing expenditures in these areas hiring additional employees and expanding the scope of our current operations Future growth will require us to

continue to implement and improve our managerial operational and financial systems and continue to retain recruit and train additional qualified

personnel which may impose strain on our administrative and operational infrastructure The competition for qualified personnel in the

biopharmaceutical field is intense We are highly dependent on our continued
ability to attract

retain and motivate highly qualified management and

specialized personnel required for clinical development Due to our limited resources we may not be able to effectively manage the expansion of our

operations or recruit and train additional qualified personnel If we are unable to retain key personnel or manage our growth effectively we may not be

able to implement our business plan

If we are sued for infringing intellectual property rights of third parties litigation will be costly
and time consuming and could prevent us

from developing or commercializing voreloxin

Our commercial success depends on not infringing the patents and other proprietary rights of third parties and not breaching any collaboration

or other agreements we have entered into with regard to our technologies and product candidates If third party asserts that we are using technology

or compounds claimed in issued and unexpired patents owned or controlled by the third party we may need to obtain license enter into litigation to

challenge the validity of the patents or incur the risk of litigation in the event that third party asserts that we infringe its patents



If third party asserts that we infringe its patents or other proprietary rights we could face number of challenges that could senously harm

our competitive position including

infringement and other intellectual property claims which would be costly and time consuming to litigate whether or not the claims have

merit and which could delay the regulatory approval process and divert managements attention from our business

substantial damages for past infringement which we may have to pay if court determines that voreloxin or any future product candidates

infringe third partys patent or other proprietary rights

court order prohibiting us from selling or licensing voreloxin or any future product candidates unless third party licenses relevant patent

or other proprietary rights to us which it is not required to do and

if license is available from third party we may have to pay substantial royalties or grant cross licenses to our patents or other proprietary

rights

If our competitors develop and market products that are more effective safer or less expensive than voreloxin our commercial

opportunities will be negatively impactei

The life sciences industry is highly competitive and we face significant competition from many pharmaceutical biopharmaceutical and

biotechnology companies that are researching developing and marketing products designed to address the treatment of cancer including AML and

ovarian cancer Voreloxin is small molecule therapeutic that will compete with other drugs and therapies that currently exist or are being developed

Many of our competitors have significantly greater financial manufacturing marketing and drug development resources than we do Large

pharmaceutical companies in particular have extensive experience in clinical testing and in obtaining regulatory approvals for and marketing drugs

We believe that our ability to successfully compete with voreloxin and any future product candidates if any will depend on among other

things

our ability to develop novel compounds with attractive pharmaceutical properties and to secure protect and maintain intellectual property

rights based on our innovations

the efficacy safety and reliability of our product candidates

the speed at which we develop our product candidates

our ability to design and successfully execute appropriate clinical trials

our ability to maintain good relationship
with regulatory authorities

our ability to obtain and the timing and scope of regulatory approvals

our ability to manufacture and sell commercial quantities
of future products to the market and

acceptance of future products by physicians and other healthcare providers

Some of the current key competitors of voreloxin in AML include Genzyme Corporations clofarabine Eisai Corporations decitabine

Celgene Corporations azacitidine and Vion Pharmaceuticals Inc.s laromustine all of which could change the treatment paradigm of acute leukemia

Each of these compounds is further along in clinical development than is voreloxin Liposomal doxorubicin and topotecan are current standards of care

in platinum-resistant ovarian cancer patients and we are aware that several of our competitors have initiated Phase clinical trials for this indication



We expect competition for voreloxin to increase as additional products are developed and approved to treat AML and ovarian cancer in

various patient populations If our competitors market products that are more effective safer or less expensive than voreloxin or our other future

products if any or that reach the market sooner we may not achieve commercial success or substantial market penetration In addition the

biopharmaceutical industry is characterized by rapid change Products developed by our competitors may render voreloxin or any future product

candidates obsolete

We rely on third parties to conduct our clinical trials If these third parties do not successfully carry out their contractual duties or meet

expected deadlines we may be unable to obtain regulatory approval for or commercialize our voreloxin drug product

We rely on third parties such as contract research organizations medical institutions clinical investigators and contract laboratories to

conduct our planned and existing clinical trials for voreloxin If the third
parties conducting our clinical trials do not perform their contractual duties or

obligations do not meet expected deadlines or need to be replaced or if the quality or accuracy of the clinical data they obtain is compromised due to

the failure to adhere to our clinical trial protocols or for any other reason we may need to enter into new arrangements with alternative third parties and

our clinical trials may be extended delayed or tenninated or may need to be repeated and we may not be able to obtain regulatory approval for or

commercialize the product candidate being tested in such trials

Our prop rietary rights may not adequately protect voreloxin or future product candidates any

Our commercial success will depend on our ability to obtain patents and maintain adequate protection for voreloxin and any future product

candidates in the United States and other countries As of December 31 2008 we owned co-owned or had rights to approximately 233 issued U.S and

foreign patents and approximately 370 pending U.S and foreign patent applications We will be able to protect our proprietary rights from

unauthorized use by third
parties only to the extent that our proprietary technologies and future products are covered by valid and enforceable patents

or are effectively maintained as trade secrets

We apply for patents covering both our technologies and product candidates as we deem appropriate However we may fail to apply for

patents on important technologies or product candidates in timely fashion or at all Our existing patents and any future patents we obtain may not be

sufficiently broad to prevent others from practicing our technologies or from developing competing products and technologies In addition we

generally do not exclusively control the patent prosecution of subject matter that we license to or from others Accordingly in such cases we are unable

to exercise the same degree of control over this intellectual property as we would over our own Moreover the patent positions of biopharmaceutical

companies are highly uncertain and involve complex legal and factual questions for which important legal principles remain unresolved As result

the validity and enforceability of patents cannot be predicted with certainty In addition we do not know whether

we our licensors or our collaboration partners were the first to make the inventions covered by each of our issued patents and pending

patent applications

we our licensors or our collaboration partners were the first to file patent applications for these inventions

others will independently develop similar or alternative technologies or duplicate any of our technologies

any of our or our licensors pending patent applications will result in issued patents

any of our our licensors or our collaboration partners patents will be valid or enforceable

any patents issued to us our licensors or our collaboration partners will provide us with any competitive advantages or will be challenged

by third parties

we will develop additional proprietary technologies that are patentable or

the patents of others will have an adverse effect on our business

We also rely on trade secrets to protect some of our technology especially where we do not believe patent protection is appropriate or

obtainable However trade secrets are difficult to maintain While we use reasonable efforts to protect our trade secrets our or our collaboration

partners employees consultants contractors or scientific and other advisors or those of our licensors may unintentionally or willfully disclose our

proprietary information to competitors Enforcement of claims that third party has illegally obtained and is using trade secrets is expensive time

consuming and uncertain In addition foreign courts are sometimes less willing than U.S courts to protect
trade secrets If our competitors

independently develop equivalent knowledge methods and know-how we would not be able to assert our trade secrets against them and our business

could be harmed



The composition of matter patents covering voreloxin are due to expire in 2015 Even if voreloxin is approved by the FDA we may not be

able to recover our development costs prior to the expiration of these patents

The voreloxin API composition of matter is covered by U.S patent 5817669 and its counterpart patents and patent applications in 43 foreign

jurisdictions
U.S patent 5817669 is due to expire in October2015 and most of its foreign counterparts are due to expire in June 2015 We do not

know whether patent term extensions and data exclusivity periods will be available in the future Voreloxin must undergo extensive clinical trials

before it can be approved by the FDA We do not know when if ever voreloxin will be approved by the FDA Even if voreloxin is approved by the

FDA in the future we may not have sufficient time to commercialize our voreloxin product to enable us to recover our development costs prior to the

expiration of the U.S and foreign patents covering voreloxin Our obligation to pay royalties to Dainippon the company from which we licensed

voreloxin may extend beyond the patent expiration which would further erode the profitability of this product

Our workforce reductions in August 2007 June 2008 March 2009 and any future workforce and expense reductions may have an adverse

impact on our internal programs our ability to hire and retain key personnel and may be distracting to managemenL

In August 2007 we conducted workforce reduction of approximately 25% in order to reduce expenses In June 2008 we conducted second

workforce reduction of approximately 60% to focus on the development of voreloxin In March 2009 in conjunction with the closing of the Private

Placement we conducted an additional workforce reduction of six employees In light of our continued need for funding and expense control we may

be required to implement further workforce and expense reductions in the future Furthet.workforce and expense reductions could result in reduced

progress on our internal programs In addition employees whether or not directly
affected by reduction may seek future employment with our

business partners or competitors Although our employees are required to sign confidentiality agreement at the time of hire the confidential nature of

certain proprietary information may not be maintained in the course of any such future employment Further we believe that our future success will

depend in large part upon our ability to attract and retain highly skilled personnel We may have difficulty retaining and attracting such personnel as

result of perceived risk of future workforce and expense reductions In addition the implementation of expense reduction programs may result in the

diversion of efforts of our executive management team and other key employees which could adversely affect our business

We may be subject to damages resulting from claims that we or our employees have wrongfully used or disclosed alleged trade secrets of

our employees former employers

Many of our employees were previously employed at biotechnology or pharmaceutical companies including our competitors or potential

competitors We may be subject to claims that we or our employees have inadvertently or otherwise used or disclosed trade secrets or other proprietary

information of their former employers Litigation may be necessary to defend against these claims If we fail in defending such claims in addition to

paying monetary damages we may lose valuable intellectual property rights or personnel loss of key personnel or the work product of current or

former personnel could hamper or prevent our ability to commercialize voreloxin which could severely harm our business Even if we are successful

in defending against these claims litigation could result in substantial costs and be distraction to management

We currently have limited marketing staff and no sales or distribution organization If we are unable to develop sales and marketing and

distribution capability on our own or through collaborations with marketing partners we will not be successful in commercializing voreloxin

We currently have no sales or distribution capabilities and limited marketing staff We intend to establish our own sales and marketing

organization with technical expertise and supporting distribution capabilities to commercialize voreloxin in North America which will be expensive

and time consuming Any failure or delay in the development of our internal sales marketing and distribution capabilities would adversely impact the

commercialization of these products We plan to collaborate with third
parties

that have direct sales forces and established distribution systems to

commercialize voreloxin To the extent that we enter into co-promotion or other licensing arrangements our product revenue is likely to be lower than

if we marketed or sold voreloxin directly In addition any revenue we receive will depend upon the efforts of third parties which may not be

successful and are only partially within our control If we are unable to enter into such arrangements on acceptable terms or at all we may not be able

to successfully commercialize voreloxin If we are not successful in commercializing voreloxin or our future product candidates if any either on our

own or through collaborations with one or more third parties our future product revenue will suffer and we may incur significant additional losses
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We depend on various consultants and advisors for the success and continuation of development efforts

We work extensively with various consultants and advisors who provide advice andlor services in various business and development

functions including clinical development operations and strategy regulatory matters accounting and finance The potential success of our drug

development programs depends in part on continued collaborations with certain of these consultants and advisors Our consultants and advisors are

not our employees and may have commitments and obligations to other entities that may limit their availability to us We do not know if we will be

able to maintain such relationships or that such consultants and advisors will not enter into other arrangements with competitors any of which could

have detrimental impact on our development objectives and our business

If conflicts of interest arise between our collaboration partners and us any of them may act in their self interest which may be adverse to

our interests

If conflict of interest arises between us and one or more of our collaboration partners they may act in their own self interest or otherwise in

way that is not in the interest of our company or our stockholders Our collaboration partners are conducting multiple product development efforts

within the disease area that is the subject of collaboration with our company In some of our collaborations we have agreed not to conduct

independently or with any third party any research that is competitive with the research conducted under our collaborations Our collaboration

partners however may develop either alone or with others products in related fields that are competitive with the product candidates that are the

subject of these collaborations Competing products either developed by our collaboration partners or to which our collaboration partners have rights

may result in their withdrawal of support for product candidate covered by the collaboration agreement

If one or more of our collaboration partners were to breach or terminate their collaboration agreements with us or otherwise fail to perform

their obligations thereunder in timely manner the preclinical or clinical development or commercialization of the affected product candidates could

be delayed or terminated We do not know whether our collaboration partners will pursue alternative technologies or develop alternative product

candidates either on their own or in collaboration with others including our competitors as means for developing treatments for the diseases targeted

by collaboration agreements with our company

Our facilities are located near known earthquake fault zones and the occurrence of an earthquake or other catastrophic disaster could

cause damage to our facilities
and equipment which could require us to cease or curtail operations

Our facilities are located in the San Francisco Bay Area near known earthquake fault zones and are vulnerable to significant damage from

earthquakes We are also vulnerable to damage from other types of disasters including fires floods power loss communications failures and similar

events If any disaster were to occur our ability to operate our business at our facilities may be seriously or completely impaired and our data could be

lost or destroyed

Compliance with changing regulation of corporate governance and public disclosure may result in additional expenses

Changing laws regulations and standards relating to corporate governance and public disclosure may create uncertainty regarding compliance

matters New or changed laws regulations and standards are subject to varying interpretations in many cases As result their application in
practice

may evolve over time We are committed to maintaining high standards of corporate governance and public disclosure Complying with evolving

interpretations of new or changed legal requirements may cause us to incur higher costs as we revise current practices policies and procedures and

may divert management time and attention from potential revenue-generating activities to compliance matters If our efforts to comply with new or

changed laws regulations and standards differ from the activities intended by regulatory or governing bodies due to ambiguities related to practice our

reputation may also be harmed Further our board members chief executive officer and chief financial officer could face an increased risk of personal

liability in connection with the performance of their duties As result we may have difficulty attracting and retaining qualified board members and

executive officers which could harm our business
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Global credit and financial market conditions negatively impact the value of our current portfolio of cash equivalents or short-term

investments and our ability to meet our financing objectives

Our cash and cash equivalents are maintained in highly liquid
investments with remaining maturities of 90 days or less at the time of

purchase Our marketable Securities consist primarily of investments in readily marketable debt securities with remaining maturities of more than

90 days at the time of purchase While as of the date of this filing we are not aware of any downgrades material losses or other significant

deterioration in the fair value of our cash equivalents or marketable securities no assurance can be given that further deterioration in conditions of the

global credit and financial markets would not negatively impact our current portfolio of cash equivalents or marketable securities or our ability to meet

our current liquidity needs

Risks Related to Our Industry

The regulatory approval process is expensive time consuming and uncertain and may prevent us from obtaining approval for the

commercialization of voreloxin

The research testing manufacturing selling and marketing of product candidates are subject to extensive regulation by the FDA and other

regulatory authorities in the United States and other countries which regulations differ from country to country Neither we nor our collaboration

partners are permitted to market our product candidates in the United States until we receive approval of new drug application or NDA from the

FDA or in any other country without the equivalent marketing approval from such country We have not received marketing approval for

voreloxin None of our collaboration partners has had product resulting from our collaboration enter clinical trials In addition failure to comply
with FDA and other applicable U.S and foreign regulatory requirements may subject us to administrative or judicially imposed sanctions including

waming letters civil and criminal penalties injunctions product seizure or detention product recalls total or partial suspension of production and

refusal to approve pending NDAs supplements to approved NDAs or their foreign equivalents

Regulatory approval of an NDA or NDA supplement or foreign equivalent is not guaranteed and the approval process is expensive and may

take several years Furthermore the development process for oncology products may take longer than in other therapeutic areas Regulatory authorities

have substantial discretion in the drug approval process Despite the time and expense exerted failure can occur at any stage and we could encounter

problems that cause us to abandon clinical trials or to repeat or perform additional preclinical studies and clinical trials The number of preclinical

studies and clinical trials that will be required for marketing approval varies depending on the drug candidate the disease or condition that the drug

candidate is designed to address and the regulations applicable to any particular drug candidate The FDA or foreign regulatory authority can delay

limit or deny approval of drug candidate for many reasons including

the drug candidate may not be deemed safe or effective

regulatory officials may not find the data from preclinical studies and clinical trials sufficient

the FDA or foreign regulatory authority might not approve our or our third-party manufacturers processes or facilities or

the FDA or foreign regulatory authority may change its approval policies or adopt new regulations

We may be subject to costly claims related to our clinical trials and may not be able to obtain adequate insurance

Because we conduct clinical trials in humans we face the risk that the use of voreloxin or future product candidates if any will result in

adverse side effects We cannot predict the possible harms or side effects that may result from our clinical trials Although we have clinical trial

liability insurance for up to $10.0 million aggregate our insurance may be insufficient to cover any such events We do not know whether we will be

able to continue to obtain clinical trial coverage on acceptable terms or at all We may not have sufficient resources to pay for any liabilities
resulting

from claim excluded from or beyond the limit of our insurance coverage There is also risk that third parties that we have agreed to indemnify

could incur liability Any litigation arising from our clinical trials even if we were ultimately successful would consume substantial amounts of our

financial and managerial resources and may create adverse publicity

Even if we receive regulatory approval to sell voreloxin the market may not be receptive to voreloxin

Even if voreloxin obtains regulatory approval it may not gain market acceptance among physicians patients healthcare payors andlor the

medical community We believe that the degree of market acceptance will depend on number of factors including

timing of market introduction of competitive products
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efficacy of our product

prevalence and severity of any side effects

potential advantages or disadvantages over alternative treatments

trngth of rktg dithihtinn cuppnrt

price
of voreloxin both in absolute terms and relative to alternative treatments and

availability of reimbursement from health maintenance organizations and other third-party payors

For example the potential toxicity of single and repeated doses of voreloxin has been explored in number of animal studies that suggest the

dose-limiting toxicities in humans receiving voreloxin may be similar to some of those observed with approved cytotoxic agents including reversible

toxicity to bone marrow cells the gastrointestinal system and other systems with rapidly dividing cells In our Phase and Phase clinical trials of

voreloxin we have witnessed the following side effects irrespective of causality ranging from mild to more severe lowered white blood cell count

that may lead to serious or possibly life-threatening infection hair loss mouth sores fatigue nausea with or without vomiting lowered platelet count

which may lead to an increase in bruising or bleeding lowered red blood cell count anemia weakness tiredness shortness of breath diarrhea and

intestinal blockage

If voreloxin fails to achieve market acceptance due to unacceptable side effects or any other reasons we may not be able to generate

significant revenue or to achieve or sustain profitability

Even if we receive regulatory approval for voreloxin we will be subject to ongoing FDA and other regulatory obligations and continued

regulatory review which may result in signijicant additional expense and limit our ability to commercialize voreloxin

Any regulatory approvals that we or our collaboration partners receive for voreloxin or our future product candidates if any may also be

subject to limitations on the indicated uses for which the product may be marketed or contain requirements for potentially costly post-marketing

studies In addition even if approved the labeling packaging adverse event reporting storage advertising promotion and recordkeeping for any

product will be subject to extensive and ongoing regulatory requirements The subsequent discovery of previously unknown problems with product

including adverse events of unanticipated severity or frequency may result in restrictions on the marketing of the product and could include

withdrawal of the product from the market

Regulatory policies may change and additional government regulations may be enacted that could prevent or delay regulatory approval of our

product candidates We cannot predict the likelihood nature or extent of government regulation that may arise from future legislation or administrative

action either in the United States or abroad If we are not able to maintain regulatory compliance we might not be permitted to market voreloxin or our

future products and we may not achieve or sustain profitability

The coverage and reimbursement status of newly approved drugs is uncertain and failure to obtain adequate coverage and reimbursement

could limit our ability to market voreloxin and decrease our ability to generate revenue

There is
significant uncertainty related to the third-party coverage and reimbursement of newly approved drugs both nationally and

internationally The commercial success of voreloxin and our future products if any in both domestic and international markets depends on whether

third-party coverage and reimbursement is available for the ordering of our future products by the medical profession for use by their patients

Medicare Medicaid health maintenance organizations and other third-party payors are increasingly attempting to manage healthcare costs by limiting

both coverage and the level of reimbursement of new drugs and as result they may not cover or provide adequate payment for our future products

These payors may not view our future products as cost effective and reimbursement may not be available to consumers or may not be sufficient to

allow our future products to be marketed on competitive basis Likewise legislative or regulatory efforts to control or reduce healtheare costs or

reform government healthcare programs could result in lower prices or rejection of our future products Changes in coverage and reimbursement

policies or healthcare cost containment initiatives that limit or restrict reimbursement for our future products may reduce any future product revenue

Failure to obtain regulatory approval in foreign jurisdictions will prevent us from marketing voreloxin abroad

We intend to market voreloxin in international markets In order to market voreloxin in Canada the European Union and many other foreign

jurisdictions we must obtain separate regulatory approvals We have had limited interactions with foreign regulatory authorities and the approval

procedures vary among countries and can involve additional testing at significant cost The time required to obtain approval may differ from that

required to obtain FDA approval Approval by the FDA does not ensure approval by regulatory authorities in other countries and approval by one

foreign regulatory authority does not ensure approval by regulatory authorities in other foreign countries or by the FDA The foreign regulatory

approval processes may include all of the risks associated with obtaining FDA approval We may not obtain foreign regulatory approvals on timely

basis if at all We may not be able to file for regulatory approvals and may not receive necessary approvals to commercialize voreloxin or any other

future products in any market
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Foreign governments often impose strict price controls which may adversely affect our future profitability

We intend to seek approval to market voreloxin in both the United States and foreign jurisdictions If we obtain approval in one or more

foreign jurisdictions we will be subject to rules and regulations in those jurisdictions relating to voreloxin In some foreign countries particularly
in

the European Union prescription drug pricing is subject to govemmental control In these countries pricing negotiations with governmental authorities

can take considerable time after the receipt of marketing approval for drug candidate To obtain reimbursement or pricing approval in some countries

we may be required to conduct clinical trial that compares the cost-effectiveness of voreloxin to other available therapies If reimbursement of

voreloxin is unavailable or limited in scope or amount or if pricing is set at unsatisfactory levels we may be unable to achieve or sustain profitability

We may incur significant costs complying with environmental laws and regulations and failure to comply with these laws and regulations

could expose us to significant liabilities

We use hazardous chemicals and radioactive and
biological

materials in our business and are subject to variety of federal state regional and

local laws and regulations governing the use generation manufacture storage handling and disposal of these materials Although we believe our

safety procedures for handling and disposing of these materials and waste products comply with these laws and regulations we cannot eliminate the

risk of accidental injury or contamination from the use storage handling or disposal of hazardous materials In the event of contamination or injury

we could be held liable for any resulting damages and any liability could significantly exceed our insurance coverage which is limited to $0.1 million

for pollution cleanup and we are uninsured for third-party contamination injury

Risks Related to Our Common Stock

The closing of the Private Placement will result in substantial dilution to our stockholders If we sell shares of our common stock in

future financings or other arrangements stockholders may experience additional dilution

We need to raise substantial additional funds through the Private Placement and otherwise to continue our operations fund additional clinical

trials of voreloxin and potentially commercialize voreloxin We plan to continue to finance our operations with combination of equity issuances

including the possible second closing of the sale of units and common equity closing in the Private Placement and subject to the satisfaction of the

conditions described above debt arrangements and possible partnership or license of development andlor commercialization rights to voreloxin Any

issuance of convertible debt securities preferred stock or common stock may be at discount from the then-current trading price of our common stock

If we issue additional common or preferred stock or securities convertible into common stock our stockholders will experience additional dilution

which maybe significant

The closing of the Private Placement will result in substantial dilution to our stockholders Following the initial closing the holders of our

common stock prior thereto hold approximately 54.3% of our outstanding common stock assuming conversion of the convertible preferred at the

current conversion price and will hold approximately 37.2% if the warrants issued at the initial closing are exercised in full Following the second

closing for $5.0 million of units if completed the holders of our common stock prior to the Private Placement will hold approximately 44.2% of our

outstanding common stock assuming conversion of the convertible preferred at the current conversion price and will hold approximately 28.4% if the

warrants issued at the initial and second closings are exercised in full Following the common equity closing if completed the holders of our common
stock prior to the Private Placement would hold approximately 9.0% of our outstanding common stock assuming conversion of the convertible

preferred at the current conversion price and would hold approximately 15.3% if the warrants issued at the initial and second closings are exercised in

full
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We may not have the sufficient funding to distribute capital to our common stockholders or continue our business upon change of

control event

If change of control as that term is defined in the Certificate related to the convertible preferred to be issued in the Pnvate Placement

which includes sale or merger of Sunesis or significant partnering transaction occurs the holders of the convertible preferred would be entitled to

receive before any proceeds are distributed to common stockholders three times the amount that the investors in the Private Placement paid for the

units $10.0 million at the initial closing and if consummated an additional $5.0 million at the second closing which could equal up to total of

$45.0 million We would not have any capital to distribute to our common stockholders if the consideration received in transaction that tnggers

change of control event under the certificate of designation is less than this liquidation preference amount Further if the investors elect to treat

partnering transaction as change of control entitling the holders of the convertible preferred to the liquidation preference described above the holders

of the convertible preferred would be entitled to the full amount of any payments made by corporate partner by surrendering the

convertible preferred up to the liquidation preference amount which may leave us with insufficient resources to continue our business This right of

the holders of the convertible preferred may also impair our ability to enter into significant partnering transaction since partner would be willing to

enter into partnering agreement with us only if we have or had access to sufficient capital to satisfy our obligations under the partnering

agreement Whether or not we would have sufficient resources would depend on the terms of the partnering agreement and other cash resources

available to us at that time

We cannot take fundamental actions related to Sunesis without the consent of majority of the holders of the convertible preferred to be

issued in the Private Placement

For as long as the convertible preferred is outstanding the holders of the convertible preferred issued and to be issued in the Private Placement

will have number of rights including the right to approve any sale of the company any significant partnering transaction any issuance of debt or

convertible preferred and unless certain conditions are met any issuance of common stock other than the second closing and the common equity

closing contemplated by the Private Placement It is possible that the interests of the holders of the convertible preferred and the holders of common

stock may be inconsistent resulting in the inability to obtain the consent of the holders of convertible preferred to matters that may be in the best

interests of the common stockholders

The price of our common stock may continue to be volatile and the value of an investment in our common stock may decline

In 2008 our common stock traded as low as $0.18 and as high as $2.10 Factors that could cause continued volatility in the market price of

our common stock include but are not limited to

failure to raise additional capital to move forward with our clinical development plans and current and future operations

results from and any delays in or discontinuance of ongoing and planned clinical trials for voreloxin

announcements of FDA non-approval of voreloxin delays in filing regulatory documents with the FDA or other regulatory agencies or

delays in the review process by the FDA or other foreign regulatory agencies

announcements relating to our collaborations with Biogen Idec JJPRD and Merck

announcements relating to restructuring and other operational changes

delays in the commercialization of voreloxin or our future products if any

market conditions in the pharmaceutical biopharmaceutical and biotechnology sectors

issuance of new or changed securities analysts reports
or recommendations

actual and anticipated fluctuations in our quarterly operating results

developments or disputes concerning our intellectual property or other proprietary rights

introduction of new products by our competitors

issues in manufacturing voreloxin drug substance or drug product or future products if any

market acceptance of voreloxin or our future products if any

deviations in our operating results from the estimates of analysts

third-party healthcare reimbursement policies

FDA or other U.S or foreign regulatory actions affecting us or our industry

litigation or public concern about the safety of voreloxin or future products if any

failure to develop or sustain an active and liquid trading market for our common stock

sales of our common stock by our officers directors or significant stockholders and

additions or departures of key personnel
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In addition the stock markets in general and the markets for pharmaceutical biopharmaceutical and biotechnology stocks in particular have

experienced extreme volatility that has often been unrelated to the operating performance of the issuer These broad market fluctuations may adversely

affect the trading price or liquidity of our common stock In the past when the market price of stock has been volatile holders of that stock have

sometimes instituted securities class action litigation against the issuer If any of our stockholders were to bring such lawsuit against us we could

incur substantial costs defending the lawsuit and the attention of our management would be diverted from the operation of our business

We no longer comply with Certain of the listing requirements of The NASDAQ Global Market We may be delisted and the price of our

common stock and our ability to access the Capital markets could be negatively impacted

Our common stock is currently listed on The NASDAQ Global Market To maintain the listing of our common stock on The NASDAQ
Global Market we are required to meet certain listing requirements including minimum closing bid

price
of $1.00 per share market value of

publicly held shares excluding shares held by our executive officers directors and 10% or more stockholders of at least $5 million and stockholders

equity of at least $10.0 million We announced on April 17 2009 we had received letter dated April 14 2009 from the Listing Qualifications

Department of The NASDAQ Stock Market notifying us that we do not comply with the $10.0 million minimum stockholders equity requirement for

continued listing on The NASDAQ Global Market set forth in NASDAQ Marketplace Rule 5450blA NASDAQs determination was based on

review of our Annual Report on Form 10-K for the period ended December 31 2008 At that time our stockholders equity was reported at $6.5

million Since that time we announced an up to $43.5 million financing of which the first $10.0 million was received on April 2009 upon the

issuance of shares of our Series preferred stock and warrants to purchase our common stock and the remainder of which may be issued by us subject

to approval by our stockholders upon the satisfaction of certain clinical milestone and our common stock trading above specified floor price or

upon approval by majority of the investors in the Private Placement among other conditions While we do not anticipate that we will meet the $10.0

million of stockholders equity continued listing requirement as of March 2009 on GAAP or pro-forma basis after giving effect to the $10.0

million initial closing of the Private Placement the amount of the shortfall depends on the net proceeds from the initial closing of the Private

Placement the amount of the restructuring charge from our reduction in force on March 2009 and the application of GAAP to the terms of the

newly issued securities which we are in the process of analyzing As provided in the NASDAQ rules we have the opportunity to submit to NASDAQ
specific plan and timeline to achieve and sustain compliance We submitted in timely manner to the NASDAQ Staff plan to continue listing on

The NASDAQ Global Market There is no assurance that NASDAQ will accept our plan to satisfy
thetockho1ders equity requirement If after the

completion of its review NASDAQ determines that we have not presented plan that adequately addresses the stockholders equity issue NASDAQ
will provide written notice that our securities will be subject to delisting from The NASDAQ Global Market In that event we may either apply for

listing on The NASDAQ Capital Market provided we meet the continued listing requirements of that market or appeal the decision to NASDAQ
Listing Qualifications Panel In the event of an appeal we would remain listed on The NASDAQ Global Market pending decision by the Panel

following the hearing

Additionally our common stock has traded in the near term below the $1.00 minimum bid price every trading day since September 17 2008

Under normal circumstances companies traded on NASDAQ would receive deficiency notice from NASDAQ if their common stock has traded

below the $1.00 minimum bid price for 30 consecutive business days Due to market conditions however on October 16 2008 NASDAQ announced

suspension of the enforcement of rules requiring minimum $1.00 closing bid price and the market value of publicly held shares with enforcement

scheduled to resume on Monday July 20 2009 If our common stock is still listed on The NASDAQ Global Market on July 20 2009 and our common
stock continues to trade below the $1.00 minimum bid price for 30 consecutive business days following the end of NASDAQs enforcement

suspension or if the market value of our publicly held shares trades below $5 million for 30 consecutive business days following the end of

NASDAQs enforcement suspension we would likely receive deficiency notice Following receipt of deficiency notice we expect we would have

180 calendar days to regain compliance by having our common stock trade over the $1 .00 minimum bid price for at least 10-day period and we
would have 90 calendar days to regain compliance by having our publicly held shares trade over $5 million in value for at least 10-day period If we

were to fail to regain compliance during the grace period our common stock could be delisted

If we fail to comply with The NASDAQ Global Market listing standards we may consider
transferring to The NASDAQ Capital Market

provided we met the transfer criteria which is lower tier market or our common stock may be delisted and traded on the over-the-counter bulletin

board network Moving our listing to the NASDAQ Capital Market could adversely affect the liquidity of our common stock as would our common
stock being traded on the over-the-counter bulletin board network If our common stock were to be delisted by NASDAQ we could face significant

material adverse consequences including



limited availability of market quotations for our common stock

reduced amount of news and analyst coverage for us

decreased ability to issue additional securities or obtain additional financing in the future

reduced
liquidity

for our stockholders

potential
loss of confidence by collaboration partners and employees and

loss of institutional investor interest and fewer business development opportunities

Provisions of our charter documents or Delaware law could delay or prevent an acquisition of our company even if
the acquisition would

be beneficial to our stockholders and could make it more difficult to change management

Provisions of our amended and restated certificate of incorporation and amended and restated bylaws may discourage delay or prevent

merger acquisition or other change in control that stockholders might otherwise consider favorable including transactions in which stockholders might

otherwise receive premium for their shares In addition these provisions may frustrate or prevent any attempt by our stockholders to replace or

remove our current management by making it more difficult to replace or remove our board of directors These provisions include

classified Board of Directors so that not all directors are elected at one time

prohibition on stockholder action through written consent

limitations on our stockholders ability to call special meetings of stockholders

an advance notice requirement for stockholder proposals and nominations and

the authority of our Board of Directors to issue preferred stock with such terms as our Board of Directors may determine

In addition Delaware law prohibits publicly held Delaware corporation from engaging in business combination with an interested

stockholder generally person who together with its affiliates owns or within the last three years has owned 15% of our voting stock for period of

three years after the date of the transaction in which the person became an interested stockholder unless the business combination is approved in

prescribed manner Accordingly Delaware law may discourage delay or prevent change in control of our company

Provisions in our charter documents and provisions of Delaware law could limit the price that investors are willing to pay in the future for

shares of our common stock

The ownership of our common stock is highly concentrated and your interests may conflict with the interests of our existing stockholders

Our executive officers and directors and their affiliates beneficially owned approximately 7.5% of our outstanding common stock as of March

15 2009 Accordingly these stockholders acting as group could have significant influence over the outcome of corporate actions requiring

stockholder approval including the election of directors any merger consolidation or sale of all or substantially all of our assets or any other

significant corporate transaction The significant concentration of stock ownership may adversely affect the trading price of our common stock due to

investors perception that conflicts of interest may exist or anse

We have never paid dividends on our capital stock and we do not anticipate paying any cash dividends in the foreseeable future

We have never declared or paid cash dividends on our capital stock We do not anticipate paying any cash dividends on our capital stock in

the foreseeable future We currently intend to retain all available funds and any future earnings to fund the development and growth of our business As

result capital appreciation if any of our common stock will be our stockholders sole source of gain for the foreseeable future

We are at risk of securities class action litigation

In the past securities class action litigation
has often been brought against company following decline in the market

price
of its securities

This risk is especially relevant for us because biotechnology companies have experienced greater than average stock price volatility in recent years If

we faced such litigation
it could result in substantial costs and diversion of managements attention and resources which could harm our business
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PART ID

ITEM 10 DIRECTORS EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

DIRECTORS OF THE COMPANY

The following table sets forth information as of April 10 2009 with respect to our directors

Name Director Since

James Young Ph.D 64 2000

Daniel Swisher Jr 46 2004

Matthew Fust 44 2005

Homer Pearce Ph.D 56 2006

David Stump M.D 59 2006
Edward Hurwitz 45 2009

Dayton Misfeldt 35 2009

The principal occupations and positions for at least the past five years of our directors are as follows

James Young P/ID served as Executive Chairman of our Board of Directors from December 2003 to April 2009 and has served as non-

executive Chairman of our Board of Directors since April 2009 From May 2000 to November 2003 Dr Young served as our Chief Executive Officer

In April 2006 he joined 5AM Ventures venture capital firm as Venture Partner From September 1995 to March 2000 Dr Young served as Vice

President of Research as Senior Vice President Research and Development and as Group Vice President at ALZA Corporation pharmaceutical

company From September 1992 to August 1995 Dr Young served as Senior Vice President for Business Development and as President of the

Pharmaceuticals Division of Affymax N.y biopharmaceutical company From September 1987 to August 1992 he served as Senior Vice President

for Business Development and as Senior Vice President and General Manager of the Pharmaceuticals Division at Sepracor Inc pharmaceutical

company Dr Young holds B.S in Chemistry from Fordham University and Ph.D in Organic Chemistry from Cornell University

Daniel Swisher Jr has served as our Chief Executive Officer or CEO and member of our Board of Directors since January 2004 and

also as our President since August 2005 From December 2001 to December 2003 he served as our Chief Business Officer and Chief Financial

Officer From June 1992 to September 2001 Mr Swisher served in various management roles including Senior Vice President of Sales and

Marketing for ALZA Corporation In 2007 Mr Swisher joined the Board of Directors of the Okizu Foundation an organization that provides support

to families affected by childhood cancers Mr Swisher holds B.A in History from Yale University and an M.B.A from the Stanford Graduate School

of Business

Matthew Fust has been Executive Vice President and Chief Financial Officer at Onyx Pharmaceuticals Inc biopharmaceutical company
since January 2009 Prior to joining Onyx Mr Fust was Executive Vice President and Chief Financial Officer at Jazz Pharmaceuticals Inc
pharmaceutical company which he joined in May 2003 From May 2002 to May 2003 Mr Fust was Chief Financial Officer at Perlegen Sciences Inc

biotechnology company From June 1996 to January 2002 Mr Fust was with ALZA Corporation first as Controller and then as Chief Financial

Officer Mr Fust holds B.A in Accounting from the University of Minnesota and an M.B.A from the Stanford Graduate School of Business

Homer Pearce Ph.D served in various capacities at Eli Lilly Company between 1979 and March 2006 including Vice President Cancer

Research and Clinical Investigation from 1994 to 2002 and Distinguished Research Fellow Cancer Research Lilly Research Laboratories from 2002
to March 2006 Since August 2006 Dr Pearce has served as consultant to Sunesis reviewing assessing and advising us on our development plans

and strategies He is member of the American Association for Cancer Research the American Chemical Society and the American Association for

the Advancement of Science Dr Pearce holds B.S from Texas AM University and Ph.D in Organic Chemistry from Harvard University
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David Stump MD is Executive Vice President Research and Development at Human Genome Sciences Inc biopharmaceutical

company and has served at that company since November 1999 From December 2003 to May 2007 Dr Stump served as Executive Vice President of

Drug Development at Human Genome Sciences and from November 1999 to December 2003 as its Senior Vice President Drug Development Prior

to joining Human Genome Sciences Dr Stump held roles of increasing responsibility at Genentech Inc biopharmaceutical company from 1989 to

1999 including Vice tresident Lilnical Keseardn ann Uenentecn rellow rior to joining uenentecn ur stump was an Associate Proressor Os

Medicine and Biochemistry at the University of Vermont Since September 2006 Dr Stump has served as consultant to Sunesis reviewing assessing

and advising us on our development plans and strategies Dr Stump holds an A.B from Earlham College and an M.D from Indiana University and

did his residency and fellowship training in internal medicine hematology oncology and biochemistry at the University of Iowa

Edward Hurwitz has served as director of Alta Partners venture capital firm since June 2002 From June 1997 to October 2002 Mr
Hurwitz served as Senior Vice President and Chief Financial Officer of Affymetrix Inc microarray technology company From April 1994 to June

1997 Mr Hurwitz was biotechnology research analyst for Robertson Stephens Company and from April 1992 to April 1994 was biotechnology

research analyst for Smith Barney Shearson From November 1990 to April 1992 Mr Hurwitz practiced commercial law at Cooley Godward

LLP Mr Hurwitz holds BA in Molecular Biology from Cornell University J.D from the University of California Berkeley Boalt Hall School of

Law and an M.B.A from the Haas School of Business Mr Hurwitz was appointed as director pursuant to the Investor Rights Agreement executed in

connection with Alta Partners purchase of our securities in the Private Placement See Item 13 Certain Relationships and Related Transactions and

Director Independence for description of this agreement

Dayton Misfeldt is an Investment Partner at Bay City Capital LLC venture capital firm and focuses on biopharmaceutical investment

opportunities Prior to joining Bay City Capital in May 2000 Mr Misfeldt was Vice President at Roth Capital Partners where he worked as sell-

side analyst covering the biopharmaceutical industry Mr Misfeldt has also worked as Project Manager at LifeScience Economics Mr Misfeldt

received B.A in Economics from the University of California San Diego Mr Misfeldt was appointed as director pursuant to the Investor Rights

Agreement executed in connection with Bay City Capitals purchase of our securities in the Private Placement See Item 13 Certain Relationships

and Related Transactions and Director Independence for description of this agreement

There are no family relationships among any of our executive officers and directors
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EXECUTIVE OFFICERS OF THE COMPANY

Set forth below is information regarding each of our executive officers as of April 10 2009 Biographical information with regard to

Mr Swisher is set forth under Directors of the Company above

Name Age Position

Daniel Swisher Jr 46 CEO President and Director

Eric Bjerkholt 49 Senior Vice President Corporate Development and Finance and Chief Financial Officer

Steven Ketchum Ph.D 46 Senior Vice President Research and Development

The principal occupations and positions for at least the past five years of our executive officers other than Mr Swisher are as follows

Eric Bjerkholt has served as our Senior Vice President Corporate Development and Finance and Chief Financial Officer since February

2007 From January 2004 to January 2007 he served as our Senior Vice President and Chief Financial Officer From January 2002 to January 2004
Mr Bjerkholt served as Senior Vice President and Chief Financial Officer at IntraBiotics Pharmaceuticals Inc pharmaceutical company focused on

the development of antibacterial and antifungal drugs for the treatment of serious infectious diseases Mr Bjerkholt was co-founder of LifeSpring

Nutrition Inc privately held nutraceutical company and from May 1999 to March 2002 served at various times as its Chief Executive Officer

President and Chief Financial Officer From 1990 to 1997 Mr Bjerkholt was an investment banker at J.P Morgan Co Mr Bjerkholt is member of

the Board of Directors of StemCells Inc biotechnology company Mr Bjerkholt holds Cand Oecon degree in Economics from the University of

Oslo and an M.B.A from Harvard Business School

Steven Ketchum Ph.D has served as our Senior Vice President Research and Development since June 2008 From May 2005 to May
2008 Dr Ketchum served as Senior Vice President Research Development and Medical Affairs of Reliant Pharmaceuticals Inc pharmaceutical

company From June 2002 to April 2005 Dr Ketchum served as Senior Vice President Operations and Regulatory Affairs for IntraBiotics

Pharmaceuticals Inc Dr Ketchum also held positions at ALZA Corporation from November 1994 to May 2002 most recently as Senior Director

Regulatory Affairs Dr Ketchum eamed Ph.D in Pharmacology from University College London funded by the Sandoz Institute for Medical

Research and B.S in Biological Sciences from Stanford University
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SECTION 16A BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16a of the Exchange Act requires our executive officers directors and persons who own more than 10% of our common stock to file

reports of ownership and changes in ownership with the SEC Executive officers directors and greater than ten percent stockholders are required by

SEC regulations to furnish us with copies of all Section 16a forms they file

To our knowledge based solely on review of the copies of reports furnished to us we believe that during the year ended December 31

2008 our executive officers directors and
greater

than 10% stockholders complied with all Section 16a filing requirements

CERTAIN CORPORATE GOVERNANCE MATTERS

Code of Business Conduct Ethics

We have adopted Code of Business Conduct Ethics which applies to all of our directors officers and employees copy of our Code of

Business Conduct Ethics can be found on our website www.sunesis.com in the section titled Investors and Media under the subsection titled

Corporate Governance Information found on our website is not incorporated by reference into this report In addition we intend to promptly

disclose the nature of any amendment to our Code of Business Conduct Ethics that applies to our principal executive officer principal financial

officer principal accounting officer or persons performing similar functions and the nature of any waiver including an implicit waiver from

provision of our Code of Business Conduct Ethics that is granted to one of these specified officers the name of such person who is granted the

waiver and the date of the waiver on our website in the future

Material Changes to Procedures for Recommending Directors

No material changes have been made to the procedures by which security holders may recommend nominees to our Board of Directors

Identification of Audit Committee and Financial Expert

Our Board of Directors has standing Audit Committee with written charter approved by our Board of Directors that reflects the applicable

standards and requirements adopted by the SEC and the NASDAQ Stock Market LLC or NASDAQ copy of each charter can be found on our

website www.sunesis.com in the section titled Investors and Media under the subsection titled Corporate Governance Information found on our

website is not incorporated by reference into this report

The Audit Committee is chaired by Mr Fust and also includes Mr Hurwitz and Dr Stump Anthony Evnin Ph.D and Steven Goldby

served on the Audit Committee until their respective resignations from the Board of Directors on April 2009 The Board of Directors reviews the

NASDAQ definition of independence for Audit Committee members on an annual basis and has determined that all members of our Audit

Committee are independent as independence is currently defined in Rule 5605c2Ai and ii of the NASDAQ listing requirements The Board

of Directors has also determined that Mr Fust qualifies as an audit committee financial expert as defined in applicable SEC rules The Board of

Directors made qualitative assessment of Mr Fusts level of knowledge and experience based on number of factors including his formal education

and experience as chief financial officer for public reporting companies

ITEM 11 EXECUTIVE COMPENSATION

EXECUTIVE COMPENSATION AND RELATED INFORMATION

Summary Compensation Table

The following table sets forth the compensation information for our Chief Executive Officer and our two most highly compensated executive

officers other than our Chief Executive Officer who were serving as executive officers as of December 31 2008 as well as two former executive

officers who would have qualified as our most highly compensated executive officers during 2008 but were no longer serving as our executive officers

as of December 31 2008 Such individuals are referred to as our named executive officers for the year ended December 31 2008 All compensation

awarded to earned by or paid to our named executive officers are included in the table below for the years indicated
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Option All Other

Sa1ary1 Bonus2 Awards3 Compensation4 Total
Name and Princi al Position Year

_____________

r--

Includes amounts eamed but deferred at the election of the named executive officer such as salary deferrals under our 401k Plan established
under Section 401k of the Internal Revenue Code of 1986 as amended the Code

Cash bonus eamed in 2007 and paid in February 2008 under our bonus program No cash bonuses were eamed in 2008 See Narrative to

Summary Compensation Table Cash Bonuses in 2008 below

This column represents the dollar amount recognized for financial statement reporting purposes with respect to the 2008 and 2007 fiscal years
for the fair value of stock options granted to each of the named executive officers in such years in accordance with FASB Statement No 123

revised Share-Based Payment or FAS 123R Pursuant to SEC rules the amounts shown exclude the impact of estimated forfeitures
related to service-based vesting conditions For additional information on the valuation assumptions refer to Note 13 Stock-Based
Compensation in our Annual Report on Form 10-K for the year ended December 31 2008 filed with the SEC on April 2009 which
identifies assumptions made in the valuation of option awards in accordance with FAS l23R These amounts reflect our accounting expense
for these awards and do not correspond to the actual value that will be recognized by the named executive officers

Represents group term life insurance premiums reimbursements of up to $420 for health club memberships and up to $300 for airline club

fees each as applicable

Ms Pierces employment with us began in April 2007 and terminated as of April 10 2009

Dr Adelmans employment with us terminated as of June 2008 All Other Compensation for 2008 includes severance payment of

$234000

Dr McDowells employment with us terminated as of August 2008 All Other Compensation for 2008 includes severance payment of

$133250

22



Narrative to Summary Compensation Table

Stock Option Grants in 2008

See Outstanding Equity Awards Table at December 31 2008 below for the terms of the stock options granted to certain of oui nawed

executive officers in 2008

Executive Severance Benefits Agreements

We entered into executive severance benefits agreements with each of our named executive officers to provide certain benefits upon

termination of employment The agreements with Messrs Swisher and Bjerkholt and Dr Ketchum were amended in April 2009 in connection with our

adoption of Change of Control Payment Plan See Post-Termination Compensation Change of Control Severance Protections for more detailed

discussion of the benefits under such plan and pursuant to the executive severance benefits agreements as amended in connection with change of

control transaction

The Compensation Committee believes such agreements help us attract and retain employees in marketplace where such protections are

commonly offered by our peer companies We also believe that severance protections offered upon terminations arising
in connection with change of

control allow our executives to assess potential change of control objectively without regard to the potential impact of the transaction on their own

job security At the time we originally
entered into the executive severance benefits agreements with each of the named executive officers the

Compensation Committee determined that the terms of such executive severance benefits agreements reflected industry standard severance payments

benefits and equity acceleration

Mr Swisher Under the executive severance benefits agreement with Mr Swisher if Mr Swisher is terminated without cause or he is

constructively terminated he is entitled to receive payment equal to 12 months salary and continued health benefits for maximum period of the first

12 months following termination which may be terminated earlier upon his coverage by new employer subject to the execution of general release

in favor of Sunesis If such termination occurs within 12 months following change of control transaction of Sunesis he is entitled to receive subject

to the execution of general release in favor of Sunesis lump sum payment equal to 18 months of his base salary at the time of termination ii

lump sum payment equal to 150% of his target bonus for the year during which the termination occurs and iii continued health benefits for

maximum period of the first 18 months following termination which may be terminated earlier upon his coverage by new employer In connection

with our adoption of the Change of Control Payment Plan Mr Swishers executive severance benefits agreement was amended in April 2009 to

eliminate the severance benefits described in the immediately preceding sentence which would have been payable in the event of Mr Swishers

termination following change of control transaction of Sunesis In addition this agreement as amended also provides that in the event that Mr

Swisher is terminated by an acquirer within six months after change of control transaction the above-described severance benefits payable in the

event Mr Swisher is terminated without cause or constructively terminated would be reduced on dollar-for-dollar basis by the amount paid or

payable to Mr Swisher pursuant to the Change of Control Payment Plan Under Mr Swishers executive severance benefits agreement he will also be

eligible for certain option acceleration benefits as described in more detail under Post-Termination Compensation Change of Control Severance

Protections below

Mr Bjerkholt and Dr Ketchum Under the respective executive severance benefits agreements with Mr Bjerkholt and Dr Ketchum if such

executive is terminated without cause or is constructively terminated each is entitled to receive payment equal to nine months salary and continued

health benefits for maximum period of the first nine months following termination which may be terminated earlier upon his coverage by new

employer subject to the execution of general release in favor of Sunesis If such termination occurs within 12 months following change of control

transaction of Sunesis such executive is entitled to receive subject to the execution of general release in favor of Sunesis lump sum payment

equal to 14 months of his base salary at the time of termination ii lump sum payment equal to 117% of his
target

bonus for the year dunng which

the termination occurs and iii continued health benefits for maximum period of the first 14 months following termination which maybe terminated

earlier upon his coverage by new employer In connection with our adoption of the Change of Control Payment Plan these executive severance

benefits agreements were amended in April 2009 to eliminate the severance benefits described in the immediately preceding sentence which would

have been payable in the event of Mr Bjerkholts or Dr Ketchums as the case may be termination following change of control transaction of

Sunesis In addition these agreements as amended also provide that in the event that Mr Bjerkholt or Dr Ketchum as the case may be is terminated

by an acquirer within six months after change of control transaction the above-described severance benefits payable in the event the executive is

terminated without cause or constructively terminated would be reduced on dollar-for-dollar basis by the amount paid or payable to the executive

pursuant to the Change of Control Payment Plan Under Mr Bjerkholts and Dr Ketchums respective executive severance benefits agreements they

will also be eligible for certain option acceleration benefits as described in more detail under Post-Termination Compensation Change of Control

Severance Protections below
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Drs Adelman and McDowell and Ms Pierce The employment of Dr Adelman terminated on June 2008 the employment of Dr
McDowell terminated August 2008 and the employment of Ms Pierce terminated on April 10 2009 Each of these former executive officers

received or are entitled to receive the following severance benefits pursuant to their executive severance benefits agreements with Sunesis in

connection with the termination of their employment

Cash Health

Severance Benefits

ame
Valerie Pierce 255.OOO l9723

Daniel Adelman M.D 234000w l8963

Robert McDowell Ph.D 1332502 2377

Represents nine months of base
salary at time of termination

Represents six months of base salary at time of termination

Represents nine months of health care benefits which may be terminated earlier upon coverage of the executive by new employer

Represents six months of health care benefits which may be terminated earlier upon coverage of the executive by new employer

Cash Bonuses in 2008

Given the recommendation by our CEO not to pay our executive officers cash bonuses for performance in the year 2008 which

recommendation was approved by our Compensation Committee and in the case of our CEO by committee of those directors qualifing as outside

directors within the meaning of Section 162m of the Code and as non-employee directors within the meaning of Rule 16b-3 of the Exchange Act
no cash bonuses were awarded to our executive officers for performance in 2008

Outstanding Equity Awards Table at December 31 2008

The following information sets forth the outstanding stock options held by our named executive officers as of December 31 2008 As of

December 31 2008 none of our named executive officers held unearned equity incentive awards or stock awards

24



This ssock option wss granted on November 29 2005 pnrsusnt to onr 2005 Equity Incentive Award Plan and vests monthly during the 48-month period measured from the grant

date subject to the holders continued service wish Sunesis

This stock option was granted on October 13 2006 pursuant to our 2005 Equity
Incentive Award Plan and vests monthly during the 4g-month period measured from the grant

date subject to the holders continued service with Sunesis

This stock option was granted on September 13 2007 pursuant to our 2005 Equity
Incentive Award Plan and vests monthly during the 48-month period measured from the

grant date snbject to the holders continued service with Sunesis

This stock option was granted on June JO 2008 pursuant to our 2005 Equity Incentive Award Plan and vests monthly during the 48-month period measured from the grant date

subject to the holders continued service with Sunenis

This stock option wan granted on April 30 2007 pursuant to our 2005 Equity Incentive Award Plan and 25% of the shares subject to the option vest one year
from the date of

the grant and the remaining shares vest monthly during the subsequent 36-month period thereafter subject to the holders continued service with Sonesis

Dr Adelmans employment with us terminated as of Jone 62008 Pursuant to the Acceptance
of

Option
Amendment by and between us and Dr Adelman dated June 2008

the post-termination exercise period of Dr Adelmans outstanding options that had vested as of June 2008 together with options that vested in connection with bin severance

were extended until the earlier ofi the original end of the term of each such
option or ii June 30 2009

Dr McDowells employment with us terminated as of August 42008 Pursuant to the Acceptance of Option Amendment by and between us and Dr McDowell dnted June 27

2008 the post-termination exercise period of Dr McDowells outstanding options that had vented as of August 2008 together with options that vented in connection with his

severance were extended until the earlier of the original end of the term of each such option or ii June 30 2009

Pont-Termination Compensation

Ret/rement Sovissgs

We
encourage our executives and employees generally to plan for retirement compensation through voluntary participation in our 401k Plan Alt of our employees including

our executives may participate
in onr 40 1k Plan by making pre-tax contributions from svagen of up to 60% of their annual cash compensation up to the carrent Internal Revenue

Service limits During 2008 we did not make matching contributions to the 401k Plan All of our executives can participate in the 401k Plan on the name terms as our employees We

believe this program is comparable with
programs

offered by our peer companies and assists us in attracting and retaining our niecutives

Number of

Securities

Underlying

Unexercised

Options

Option Awards

Number uf

Securities

Underlying

Unexercised

Options

Option

Expiration
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Medical Benefits

On April 2009 Dr Young retired as our Executive Chairman In connection with his resignation we agreed to cover Dr Youngs medical

benefits for period of 12 months however Dr Young is not otherwise entitled to any severance in connection with his resignation pursuant to the

terms of his Second Amended and Restated Executive Severance Benefits Agreement with us dated December 23 2008

Change of Control Severance Protections

Change of Control Payment Plan

On April 2009 we adopted Change of Control Payment Plan or the Plan pursuant to which 10.5 to 12.0% of the transaction value or the

Plan Pool of change of control transaction of Sunesis would be allocated to our eligible employees including our named executive officers

remaining employed by Sunesis pursuant to the terms of such Plan The aggregate proceeds available for distribution to eligible employees under the

Plan is as follows

Transaction Value re ate Plan Pool

30 million but less than 45 million 11.0

60 million
12.0

In order for an employee to be eligible to
participate

in the Change of Control Payment Plan the individual must be full-time regular U.S
employee and designated in writing by our Board of Directors subject to certain limitations Each participant shall be allocated percentage of the

Plan Pool The percentage allocations of the Plan Pool for our executive officers are as follows

Title of Executive Officer Pro Rata Share

Chief Executive Officer 20.0IU1ILUIUuuIUiUE.
Our Vice Presidents and other employees are also eligible to participate in the Plan If the number of employees at level of Vice President or

higher participating in the Plan changes after April 2009 the Plan Pool allocations shown above shall be reallocated by the Compensation
Committee of our Board of Directors or the Compensation Committee on pro rata basis without increasing or decreasing the aggregate Plan Pool If

there are significant decreases in the number of eligible employees below the level of Vice President the Compensation Committee in its sole

discretion but considering the recommendation of our CEO may reallocate portion of the Plan Pool to other allocation categories including those at

or above the level of Vice President without increasing or decreasing the aggregate Plan Pool

If change of control occurs participant in the Plan shall receive in exchange for general release of claims against us payment under

the Plan in the same consideration received by us or our stockholders in the transaction if the participant is still an eligible employee on the date that

payments pursuant to the Plan are scheduled to be made and any cash severance payments owed by us in the future to the
participant on account of

termination by us without cause or constructive termination by us within six months following the change of control transaction under any severance

agreement shall be reduced on dollar-for-dollar basis by any payments pursuant to the Plan If the participant has been terminated by us without

cause or constructively terminated by us at the time payments under the Plan are scheduled to be made we shall still provide the participant with such

participants allocated portion of the Plan Pool but any cash severance payments otherwise payable to the
participant by us shall be reduced on

dollar-for-dollar basis by such allocated portion of the Plan Pool which shall be paid in cash to the extent of the cash severance payments that have

been so reduced The application of the Plan to amounts that are paid from escrow or pursuant to cam-out or other contingencies shall be determined at

future date in the sole discretion of our Board of Directors recognizing that it is the present intention of our Board of Directors to apply the Plan to

such amounts in the same manner as it applies to amounts payable immediately upon the effective date of the change of control subject however to

the requirements for either compliance with or exemption from Section 409A of the Code

In general change of control under the Plan includes an acquisition transaction in which person or entity with certain exceptions
becomes the direct or indirect beneficial owner of more than 50% of our voting stock as well as the consummation of certain types of corporate
transactions such as merger consolidation reorganization business combination or sale of all or substantially

all of our assets pursuant to which our
stockholders own directly or indirectly less than 50% of Sunesis or our successor or if our stockholders approve liquidation or dissolution of

Sunesis However cash financing transaction will not constitute change of control transaction pursuant to the terms of the Plan
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The Plan shall remain in effect until the earlier of the conclusion of change of control transaction and payout under the Plan or six months

after the earlier of the common equity closing of the Private Placement or the conversion of our outstanding shares of Series preferred stock

provided however that our obligation to make payments pursuant to change of control transaction that occurs on or prior to such termination shall be

unaffected by such termination For more information on these events see Note 17 Subsequent Events to the Notes to Consolidated Financial

Stateiiients in ow Annual Report on Form 10-K for the year cndcd December 31 2008 filed with the SEC on Apr11 2009 We reserve the right to

amend or terminate the Plan at any time subject to the consent of any adversely affected participant

Executive Severance Benefits Agreements

In general change of control under these executive severance benefits agreements as amended includes an acquisition transaction in

which person or entity with certain exceptions described in the agreements becomes the direct or indirect beneficial owner of more than 50% of our

voting stock as well as the consummation of certain types of corporate transactions such as merger consolidation reorganization business

combination or sale of all or substantially all of our assets pursuant to which our stockholders own directly or indirectly less than 50% of Sunesis or

our successor or if our stockholders approve liquidation or dissolution of Sunesis However cash financing transaction will not constitute change

of control transaction pursuant to the terms of the executive severance benefits agreements

Each of the executive severance benefits agreements provides that in the event that any benefits provided in connection with change of

control or related termination of employment would be subject to the 20% excise tax imposed by Section 4999 of the Internal Revenue Code of

1986 or the Code the executive officer will receive the greater on an after-tax basis taking account of all federal state and local taxes and excise

taxes of such benefits or such lesser amount of benefits as would result in no portion of the benefits being subject to the excise tax An executive

officers receipt
of any severance benefits is subject to his execution of release in favor of Sunesis Any benefits under the executive severance

benefits agreement would terminate immediately if the executive officer at any time violates any proprietary information or confidentiality obligation

to us See Narrative to Summary Compensation Table Executive Severance Benefits Agreements above for description of the other terms of the

executive severance benefits agreements

Stock Option Acceleration

Under the executive severance benefits agreements as amended with Messrs Swisher and Bjerkholt and Dr Ketchum in connection with

change of control of Sunesis the vesting of 50% of each such executive officers outstanding option awards is automatically accelerated immediately

prior to the effective date of such change of control In the event of termination without cause or constructive termination of any of these executives

officers within 12 months following change of control 100% of such executive officers outstanding awards would automatically accelerate on the

date of termination or ii if prior to or more than 12 months following change of control the outstanding awards that would have vested over the 12

month period following the date of termination would automatically accelerate for such executive officer

Change of Control Equity Incentive Plan Protections

Our 1998 Stock Plan and our 2001 Stock Plan both provide that in the event of proposed sale of all or substantially all of our assets or

merger of Sunesis with or into another corporation in which we are not the surviving corporation each outstanding award shall be assumed or an

equivalent award substituted by such successor corporation unless the successor corporation does not agree to assume the award in which case the

award shall terminate upon the consummation of the merger or sale of assets

Our 2005 Equity Incentive Award Plan and 2006 Employment Commencement Incentive Plan provide that upon any change of control of

Sunesis our Board of Directors or any committee delegated authority by our Board may in its discretion make adjustments it deems appropriate to

reflect such change with respect to the aggregate number and type of awards that may be issued under the applicable plan iithe terms and

conditions of any outstanding awards and iii and the grant or exercise price of any outstanding awards If outstanding awards are not assumed by the

surviving or successor entity and such successor entity does not substitute substantially similar awards for those awards outstanding under the 2005

Equity Incentive Award Plan and the 2006 Employment Commencement Incentive Plan such outstanding awards shall become fully
exercisable

andlor payable as applicable and all forfeiture restrictions on such outstanding awards shall lapse
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In addition our 2005 Equity Incentive Award Plan and 2006 Employment Commencement Incentive Plan include change in control

provisions which may result in the accelerated vesting of outstanding awards In the event of change in control of our company for example if we
are acquired by merger or asset sale each outstanding award under the 2005 Equity Incentive Award Plan and 2006 Employment Commencement
Incentive Plan will accelerate and immediately vest with respect to 50% of the award and if the remainder of the award is not to be assumed by the

successor corporation the full amount of the award will automatically accelerate and become immediately vested Additionally in the event the

remainder of the award is assumed by the successor corporation any remaining unvested shares would accelerate and immediately vest in the evenf the

optionee is terminated without cause or resigns for good reason within 12 months following such change in control Pursuant to amendments to the

2005 Equity Incentive Award Plan and 2006 Employment Commencement Incentive Plan approved by our Board in March 2009 cash financing will

not constitute change of control In order to make the treatment of outstanding options granted under the 1998 Stock Plan and 2001 Stock Plan for

then-current employees identical to the treatment of options granted under the 2005 Equity Incentive Award Plan and 2006 Employment
Commencement Incentive Plan all options outstanding under the 1998 and 2001 plans were amended to reflect identical change in control provisions

We believe that the terms of our equity incentive plans described above are consistent with industry practice

Potential Payments Upon Termination or Change of Control

The following table illustrates potential payments to our named executive officers under our executive severance benefits agreements in

connection with change of control event or with respect to termination without good cause or resignation for good reason subsequent to change of

control event as if such change of control event or covered termination occurred as of December 31 2008

Potential Payments in Connection With

Covered

Termination

Prior to or

More

than 12

Months

Following

Change of

Control

Termination

Within 12

Months

Following

Change of

Control

Change of

Control

Eric Bjerkholt

Equity Award Acceleration

Salary

Bonus

3750346

l125l0

Health Benefits 170568
To fl

24109412

1096513

Equity Award Acceleration

Salary

Bonus

14

23400012
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Represents the amount of the benefit each of our named executive officers would have received pursuant to the terms of our executive

severance benefits agreements with them from the acceleration of 50% of such executives aggregate outstanding unvested stock options

assuming change of control event occurred on December 31 2008 As of December 31 2008 none of our named executive officers held in-

inc-money stocK options as oetennineu oy me closing price oi Our common StOCK on veceinoer ii bOJO as reporteu Dy 1NI-uI%y woten was

$0.32 and as result none of our named executive officers would have received any benefit from such provisions under our executive

severance benefits agreements with them if change of control had occurred as of December 31 2008

Represents the amount of the benefit each of our named executive officers would have received pursuant to the terms of our executive

severance benefits agreements with them from the acceleration of 100% of such executives aggregate outstanding unvested stock options

assuming such executives employment with us terminated on December 31 2008 within 12 months of change of control event As of

December 31 2008 none of our named executive officers held in-the-money stock options as determined by the closing price of our common

stock on December31 2008 as reported by NASDAQ which was $0.32 and as result none of our named executive officers would have

received any benefit from such provisions under our executive severance benefits agreements with them if their employment terminated as of

December 31 2008 within 12 months of change of control event

Represents 18 months of base salary at time of termination

Represents lump sum equal to 150% of such named executive officers applicable target bonus for 2008

Represents 18 months of healthcare benefits

Represents 14 months of base salary at time of termination

Represents lump sum equal to 17%of such named executive officers applicable target bonus for 2008

Represents 14 months of healthcare benefits

Represents the amount of the benefit each of our named executive officers would have received pursuant to the terms of our executive

severance benefits agreements from the acceleration with respect to an additional 12 months of vesting of such executives aggregate

outstanding unvested stock options assuming such executives employment with us terminated on December 31 2008 As of December 31

2008 none of our named executive officers held in-the-money stock options as determined by the closing price of our common stock on

December 31 2008 as reported by NASDAQ which was $0.32 and as result none of our named executive officers would have received

any benefit from such provisions under our executive severance benefits agreements with them if their employment terminated as of

December 31 2008

10 Represents 12 months of base salary at time of termination

11 Represents 12 months of healthcare benefits

12 Represents nine months of base salary at time of termination

13 Represents nine months of healthcare benefits

14 Dr Adelmans employment with us was terminated as of June 2008 This amount represents the benefit Dr Adelman received pursuant to

the terms of his executive severance benefits agreement from the acceleration with respect to an additional 12 months of vesting of his

aggregate outstanding unvested stock options As of June 2008 none of Dr Adelmans stock options were in the money as determined by

the closing price of our common stock on June 2008 as reported by NASDAQ which was $1.80 and as result he did not receive any

benefit from such provision under his executive severance benefits agreement
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15 Dr McDowells employment with us was terminated as of August 2008 This amount represents the benefit Dr McDowell received

pursuant to the terms of his executive severance benefits agreement from the acceleration with respect to an additional 12 months of vesting of

his aggregate outstanding unvested stock options As of August 2008 none of Dr McDowells stock options were in the money as

determined by the closing price of our common stock on August 2008 as reported by NASDAQ which was $1.55 and as result he did

not receive any benefit from such provision under his executive severance benefits agreement

16 Represents six months of base salary at time of termination

17 Represents lump sum equal to 12.5% of Dr McDowells base salary at time of termination

18 Represents six months of healthcare benefits

See Narrative to Summary Compensation Table and Post-Termination Compensation Change of Control Severance Protections

above for discussion of the Change of Control Payment Plan we adopted in April 2009 and the related amendments to our executives executive

severance benefits agreements

DIRECTOR COMPENSATION

Board and Committee Fees and Awards

On the date of our annual meeting of stockholders each year each non-employee director of our Board of Directors except the Chairman of

our Board of Directors is entitled to receive $20000 in connection with his services as director non-employee Chairman of our Board of Directors

is entitled to receive $50000 in connection with his services as director and chair of our Board of Directors Additionally each non-employee

director who serves on committee is entitled to receive an annual payment of $5000 for service as chairman of committee and $3000 for service as

member on committee At the same time each continuing non-employee director receives non-qualified stock option grant to purchase 10000
shares of our common stock These options vest in equal installments over 12-month period from the grant date Newly elected non-employee

directors are granted in addition to the Board and committee fees discussed above an initial grant of non-qualified stock options to purchase 30000
shares of our common stock upon first being elected to our Board of Directors These options vest over two-year period with 50% annual vesting on

each anniversary of the grant date Our employee directors did not receive any compensation in 2008 for their service on our Board of Directors

Consulting Arrangements

We have entered into consulting agreements with Drs Pearce and Stump

In August 2006 we entered into consulting agreement with Dr Pearce under which his services include reviewing assessing and advising

us on our development plans and strategies Pursuant to the consulting agreement Dr Pearce is entitled to receive up to $3000 day prorated at an

hourly rate of $375 an hour for his consulting services Total payments to Dr Pearce under this agreement may not exceed $40000 during any one-

year period

In September 2006 we entered into consulting agreement with Dr Stump under which his services include reviewing assessing and

advising us on our development plans and strategies Pursuant to the consulting agreement Dr Stump is entitled to receive up to $3000 day prorated

at an hourly rate of $375 an hour for his consulting services Total payments to Dr Stump under this agreement may not exceed $40000 during any

one-year period

2008 Director Compensation Table

The following table sets forth the compensation information for our non-employee directors as well as Dr Young the current Chairman of

our Board and former Executive Chairman for the year ended December 31 2008 The compensation received by Mr Swisher as named executive

officer is set forth in Executive Compensation and Related Information on page 21 above
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Fees Earned

or Paid in Option All Other

Cash Awards
Compensation Total

23Name

Anthony Evnin Ph.D.6 28000 17235 45235

Stephen PA odor Ph.D 25.000 7.235 42.235

Matthew Fust 28000 17 235 45235

Steven Goldh 26 000 17.235 4325

Jonathan Le1ft9 23000 17235 40235

Homer Pearce Ph.D 2.000 48.135 6.S63 77.69

Daid Stump MD 20.000 48135 6563 74 698

James Wells Ph.D 20.000 .784 31 754

James Young Ph.D.13
207530 202772 410302

The annual retainer of $20000 otherwise payable to Dr Wells for serving on our Board was paid to The Regents of the University of

California in accordance with an agreement between Dr Wells and The Regents of the University of California

This column represents the dollar amount recognized for financial statement reporting purposes in 2008 for the fair value of stock options

granted to each of our non-employee directors and Dr Young in 2008 as well as in
prior years in accordance with FAS 123R Pursuant to

SEC rules the amounts shown exclude the impact of estimated forfeitures related to service-based vesting conditions These amounts reflect

Sunesis accounting expense for these awards and do not correspond to the actual value that will be recognized by our directors For additional

information on the valuation assumptions refer to Note 13 Stock-B ased Compensation to the Notes to Consolidated Financial Statements in

our Annual Report on Form 10-K for theyear ended December 31 2008 filed with the SEC on April 2009 which identifies assumptions

made in the valuation of option awards in accordance with FAS 123R

On June 52008 each non-employee director received stock option to purchase 10000 shares The grant date fair value of these awards was
$1.08 per share for total grant date fair value of $10813 per grant calculated in accordance with FAS l23R Assumptions used in the

calculation of these amounts are included in Note 13 Stock-Based Compensation to the Notes to Consolidated Financial Statements in our

Annual Report on Form 10-K for the year ended December31 2008 filed with the SEC on April 2009 As of December31 2008 each

non-employee director held stock options to purchase the following aggregate number of shares of our common stock Dr Evnin held options

to purchase 30000 shares of our common stock Dr Fodor held options to purchase 63530 shares of our common stock Mr Fust held

options to purchase 60000 shares of our common stock Mr Goldby held options to purchase 63530 shares of our common stock Mr Leff

held options to purchase 30000 shares of our common stock Dr Pearce held options to purchase 50000 shares of our common stock

Dr Stump held options to purchase 50000 shares of our common stock and Dr Wells held options to purchase 142354 shares of our

common stock

This amount reflects payments to Dr Pearce under his consulting agreement with us for consulting services performed in 2008

This amount reflects payments to Dr Stump under his consulting agreement with us for consulting services performed in2008

Dr Evnin resigned effective as of April 2009

Dr Fodor resigned effective as of April 2009

Mr Goldby resigned effective as of April 2009

Mr Leff resigned effective as of February 2009

10 Dr Wells resigned effective as of June 25 2008
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II Until April 2009 Dr Young served as our Executive Chairman As noted above our employee directors did not receive any compensation in

2008 for their service on our Board of Directors As of December 31 2008 Dr Young held stock options to purchase 329118 shares of our

ominon stock He did not receive any equity awards in 2008 All Other Compensation includes Dr Youngs annual salary of $200000 and

group term life insurance payments of $2772

ITEM 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENTAND RELA TED STOCKHOLDER
MA TTERS

OWNERSHIP OF SUNESIS SECURITIES

The following table sets forth as of April 10 2009 information regarding beneficial ownership of our common stock by

each person or group of affiliated persons known by us to beneficially own more than 5% of our common stock

each of our named executive officers

each of our directors and

all of our executive officers and directors as group

Beneficial ownership is determined according to the rules of the SEC and generally means that person has beneficial ownership of security

if he she or it possesses sole or shared voting or investment power of that security and includes options and warrants that are currently exercisable or

exercisable within 60 days of April 10 2009 Shares of common stock subject to stock options and warrants currently exercisable or exercisable within

60 days of April 10 2009 are deemed to be outstanding for computing the percentage ownership of the person holding these options and warrants and

the percentage ownership of any group of which the holder is member but are not deemed outstanding for computing the percentage of any other

person Except as indicated by footnote and subject to community property laws where applicable we believe the persons named in the table have

sole voting and investment power with respect to all shares of common stock shown as beneficially owned by them

This table lists applicable percentage ownership based on 34409768 shares of common stock outstanding and 2898544 shares of Series

preferred stock outstanding or an aggregate of 37308312 shares of capital stock as of April 10 2009 Unless otherwise indicated the address for

each of the beneficial owners in the table below is do Sunesis Pharmaceuticals Inc 395 Oyster Point Boulevard Suite 400 South San Francisco

California 94080

Beneficial Ownership

Percentage

Shares of

Common
Stock

Beneficially

Owned

of

Common
Stock

Beneficially

Owned

Shares of

Preferred

Stock

Beneficially

Owned

Percentage

of

Preferred

Stock

Beneficially

Ownedsame of Beneficial Owner

5% S1oer
Fiititie affiliated oh Aba Partners 6.1 43.S5 .0n 65 500

Entities affiliated with Bay City Capitalt4 6672421 16.2 6663 23.0

Iliogen
Idcc 2.912.022 .5 0.0

Caxtan Advantages Life Scietices Fund L.P.tt 1665830 4.6 166583 5.8

I.ntitie affiliated with Credit Suisse First Boston 3.40ô.90 9.9 Ott

2148102 6.2 0.0

Fidelit Management Research Cornpany0 156.201 9.2 0.0

Growth ui tunities Fun LLc001 6663330 .16i 66333 23.0

Intities affiliated with Merlin Biomcd 4.906.351 13.0 339.h30 1.7
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Beneficial Ownership

Shares of

Common
Stock

Beneficially

Owned Th21

Represents beneficial ownership of less than one percent 1% of the outstanding shares of our capital stock

Percentage

of

Preferred

Stock

Beneficially

Owned

11.5

This table is based upon information provided to us by our executive officers and directors and upon information about
principal

stockholders

known to us based on Schedules 13G and 13D filed with the SEC

Includes shares issuable pursuant to stock options and warrants exercisable within 60 days of April 10 2009

Includes 137323 shares of our common stock 20493 shares of our Series preferred stock and 240591 shares of common stock issuable

upon exercise of warrants outstanding held by Alta BioPharma Partners Ill GmbH Co Beteiligungs KG ii 2044750 shares of our

common stock 305152 shares of our Series preferred stock and 3582512 shares of common stock issuable upon exercise of warrants

outstanding held by Alta BioPharma Partners III L.P and iii 50391 shares of our common stock 7520 shares of our Series preferred

stock and 88286 shares of common stock issuable upon exercise of warrants outstanding held by Alta Embarcadero BioPharrna Partners Ill

LLC Alta Partners Ill Inc provides investment advisory services to Alta BioPharma Partners III GmbH Co Beteiligungs KG Alta

BioPharma Partners Ill L.P and Alta Embarcadero BioPharma Partners Ill LLC which we refer to collectively as the Alta Funds The

managing directors of Alta BioPharma Management Ill LLC which is general partner of Alta BioPharma Partners Ill L.P and the

managing limited partner of Alta BioPharma Partners III GmbH Co Beteiligungs KG and the managers of Alta Embarcadero BioPharma

Partners III LLC exercise sole dispositive and voting power over the shares owned by the Alta Funds Certain principals of Alta Partners Ill

Inc Jean Deleage Alix Marduel Farah Campsi Edward Penhoet and Edward Hurwitz are managing directors of Alta BioPharma

Management III LLC and managers of Alta Embarcadero BioPharma Partners III LLC These individuals may be deemed to share

dispositive and voting power over the shares held by the Alta Funds Each of these individuals disclaims beneficial ownership of such shares

except to the extent of his or her pecuniary interest therein The address of Alta Partners Ill Inc and its affiliates is One Embarcadero Center

37th Floor San Francisco California 94111

Includes 9091 shares of our common stock held by Bay City Capital LLC Delaware limited liability company BCC ii 653873

shares of our Series preferred stock and 6538730 shares of common stock issuable upon exercise of warrants outstanding held by Bay City

Capital Fund L.P Fund and iii 12460 shares of our Series preferred stock and 124600 shares of common stock issuable upon

exercise of warrants outstanding held by Bay City Capital Fund Co-Investment Fund L.P Co-Investment BCC is the manager of

Bay City Capital Management LLC Delaware limited liability company Management Management is the general partner of

Fund and Co-Investment BCC is also an advisor to Fund and Co-Investment Dayton Misfeldt is partner of BCC The address of

the principal
business and office of Bay City Capital and its affiliates is 750 Battery Street Suite 400 San Francisco California 94111

Percentage

of

Common
Stock

Beneficially

Owned

Shares of

Preferred

Stock

Beneficially

OwnedName of Beneficial Osner

ONC General Partnership Lisnitecl02 3331660 8.8 333
J-ntitics Atliliated with Venrock Associates 2.474.404 1332tth 4.t

Vki ely j04 1999000 5.5 199900 6.9

Fntities affiliated itli arburg PinLus LL 4.545.621 tJ.0amZxye OMceti abd 1rors
James Young Ph.D 13.421 1.2 0.0

Da1N 795.066 2.3 13326

Eric Blcrkholt
Ic

345.912 1.0

Valeæe fetS 148684 0.0

Daniel Adelinan M.D.21 23V06

Robert McDowell Ph.D.2 188760 0.0

Matthew Fust2

Homer L.Pexve Ph.D.23 0.0

Da id Stump \l ft4 S000 0.0

DanMfeI5t 667Z42l 16.2 666333 23.0

Edward Hurwitz 143.873 .0 33 1.5

All eaecuthe officers and directors as group persons 14597323 314 1026150 35.4
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Biogen Idec MA Inc Massachusetts corporation is wholly owned subsidiary of Biogen Idec Inc biotechnology company James

Mullen Bruce Ross and Peter Kellogg are the directors and executive officers of Biogen Idec MA Inc These individuals may be

deemed to share dispositive and voting power over the shares which are or may be deemed to be beneficially owned by Biogen Idec MA
Inc Each of these individuals disclaims beneficial ownership of these shares except to the extent of his pecuniary interest therein

Includes 166583 shares of our Series preferred stock and 1665830 shares of common stock issuable upon the exercise of warrants

outstanding owned by Caxton Advantages Life Sciences Fund L.P Caxton The principal address for Caxton is do Caxton Advantage

Venture Partners L.P 500 Park Avenue 9th Floor New York New York 10022

Includes 175775 shares of our common stock held by EMA Partners Fund 2000 L.P EMA Partners ii 233004 shares of our

common stock held by EMA Private Equity Fund 2000 L.P EMA Private iii 654387 shares of our common stock held by Credit

Suisse First Boston Equity Partners Bermuda L.P CSFB Bermuda iv 2341061 shares of our common stock held by Credit Suisse

First Boston Equity Partners L.P CSFB-EP and 2263 shares of our common stock held by Credit Suisse First Boston U.S Executive

Advisors L.P CSFB U.S. Credit Suisse First Boston Advisory Partners LLC or CSFB Advisory manages the investments of CSFB

EP CSFB Bermuda and CSFB U.S EMA Partners and EMA Private each must invest in and dispose of its portfolio securities

simultaneously with CSFB-EP on pro rata basis CFSB Advisory may be deemed to have dispositive and voting power over the shares held

by CSFB-EP CSFB Bermuda CSFB U.S EMA Partners and EMA Private Credit Suisse Group through wholly owned subsidiary is

parent of CSFB Advisory and may be deemed to have dispositive and voting power over the shares held by CSFB-EP CSFB Bermuda

CSFB U.S EMA Partners and EMA Private Credit Suisse Group disclaims beneficial ownership of the shares owned by such investment

partnerships The address of Credit Suisse First Boston and its affiliates is Eleven Madison Avenue New York New York 10010

Includes 1077262 shares of our common stock and 305314 shares of common stock issuable upon exercise of warrants outstanding held

by Deerfield Special Situations Fund International Ltd and ii 587748 shares of our common stock and 177778 shares of common stock

issuable upon exercise of warrants outstanding held by Deerfield Special Situations Fund L.P James Flynn investment manager of each of

Deerfield International Limited Deerfield Partners L.P Deerfield Special Situations Fund International Ltd and Deerfield Special

Situations Fund L.P has dispositive and voting power over the shares owned by these funds All such warrants are immediately

exercisable Mr Flynn disclaims beneficial ownership of such shares except to the extent of his pecuniary interest therein The address of

Deerfield and its affiliates is 780 Third Avenue 37th Floor New York New York 10017

Fidelity Management Research Company Fidelity wholly owned subsidiary of FMR LLC FMR and an investment adviser

registered under Section 203 of the Investment Advisers Act of 1940 is the beneficial owner of 3156200 shares of our common stock as

result of acting as investment adviser to various investment companies registered under Section of the Investment Company Act of 1940 as

amended the Investment Company Act The ownership of one investment company Fidelity Growth Company Fund Fidelity

amounted to 3156200 shares of the common stock outstanding Edward Johnson 3d and FMR through its control of Fidelity and the

funds each has sole power to dispose of the 3156200 shares owned by the funds Members of the family of Edward Johnson 3d

Chairman of FMR are the predominant owners directly or through trusts of shares of Series voting common stock of FMR representing

approximately 49% of the voting power of FMR The Johnson family group and all other Series shareholders have entered into

shareholders voting agreement under which all shares of Series voting common stock will be voted in accordance with the majority vote of

shares of Series voting common stock Accordingly through their ownership of voting common stock and the execution of the

shareholders voting agreement members of the Johnson family may be deemed under the Investment Company Act to form controlling

group with respect to FMR Neither FMR nor Edward Johnson 3d Chairman of FMR has the sole power to vote or direct the voting of the

shares owned directly by the funds which power resides with the funds boards of trustees Fidelity carries Out the voting of the shares under

written guidelines established by the Funds Board of Trustees The address of Fidelity is 82 Devonshire Street Boston Massachusetts

02109

10 Includes 666333 shares of our Series preferred stock and 6663330 shares of common stock issuable upon the exercise of warrants

outstanding owned by Growth Equity Opportunities Fund LLC GEO The sole member of GEO is New Enterprise Associates 12

Limited Partnership NEA 12 NEA Partners 12 Limited Partnership NEA Partners 12 is the general partner of NEA 12 and NEA 12

GP LLC NEA 12 GP and Michael James Barrett Peter Barns Forest Baskett Ryan Drant Patrick Kerins Krishna Kolluri

Richard Kramlich Charles Linehan Charles Newhall III Mark Perry Scott Sandell and Eugene Trainor III collectively

the Managers are the individual managers of NEA 12 GP GEO NEA 12 NEA Partners 12 and NEA 12 GP Each of the above named

entities and persons except GEO disclaims beneficial ownership of the securities except to the extent of their pecuniary interest therein if

any The address for GEO is 119 St Paul Street Baltimore Maryland 21202

11 Includes 1000000 shares of our common stock 139930 shares of our Series preferred stock and 1399300 shares of common stock

issuable upon the exercise of warrants outstanding owned by Nexus Gemini L.P Gemini 508051 shares of our common stock owned

by Merlin Nexus II L.P Nexus II and iii 199900 shares of our Series preferred stock and 1999000 shares of common stock issuable

upon the exercise of warrants outstanding owned by Merlin Nexus III L.P Nexus III Merlin BioMed Private Equity Advisors LLC
Delaware limited liability company Merlin is the investment adviser to Gemini Nexus II and Nexus III Dominique Semon is the

controlling principal
and chief investment officer of Merlin Merlin and Mr Semon share voting power and dispositive power over the shares

held by Gemini Nexus II and Nexus Ill The principal address for Merlin and it affiliates is 230 Park Avenue Suite 928 New York New

York 10169
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12 Includes 333166 shares of our Series preferred stock and 3331660 shares of common stock issuable upon the exercise of warrants

outstanding owned by ONC General Partner Limited ONC The principal address for ONC is 26 New Street St Helier Jersey Channel

Islands JE4 8PP

ii Includes Ij 401350 snares 05 our common stocK 4b39 snares 01 our Senes
preterrecl

stock and 46390 snares 05 common stock issuable

upon the exercise of warrants held by Venrock Associates ii 649955 shares of our common stock 78627 shares of our Series preferred

stock and 786270 shares of common stock issuable upon the exercise of warrants held by Venrock Associates II L.P and iii 24409 shares

of our common stock held by Venrock Entrepreneurs Fund L.P Dr Evnin Michael Brooks Eric Copeland Bryan Roberts Ray

Rothrock Michael Tyrrell and Anthony Sun are the general partners of Venrock Associates and Venrock Associates II L.P These

individuals may be deemed to share dispositive and voting power over the shares which are or may be deemed to be beneficially owned by
Venrock Associates and Venrock Associates II L.P Each of these individuals disclaims beneficial ownership of these shares except to the

extent of his or her pecuniary interest therein The general partner of Venrock Entrepreneurs Fund L.P is Venrock Management LLC Dr

Evnin Michael Brooks Eric Copeland Bryan Roberts Ray Rothrock Michael Tyrrell and Anthony Sun are the members of

Venrock Management LLC These individuals may be deemed to share dispositive and voting power over the shares which are or may be

deemed to be beneficially owned by Venrock Entrepreneurs Fund L.P Dr Evnin disclaims beneficial ownership of the shares held by the

above-referenced entities except to the extent of his pecuniary interest therein The
principal address for the Venrock Associates and its

affiliates is 530 Fifth Avenue 22nd Floor New York New York 10036

14 Includes 199900 shares of our Series preferred stock and 1999000 shares of common stock issuable upon the exercise of warrants

outstanding owned by Vision Opportunity Master Fund Ltd Cayman Islands company the Vision Fund Vision Capital Advisors

LLC Delaware limited liability company is the investment manager of the Vision Fund and Adam Benowitz is the Managing Member of

the investment manager The Vision Fund directly beneficially owns all of the shares reported in this table Mr Benowitz and the investment

manager may be deemed to share with the Vision Fund voting and dispositive power with respect to such shares The
principal address of the

Vision Fund is c/n Citi Hedge Fund Services Cayman Limited P.O Box 1748 Cayman Corporate Centre 27 Hospital Road 5th Floor

Grand Cayman KY 1-1109 Cayman Islands

15 Includes 4183939 shares of our common stock and 228261 shares of common stock issuable upon exercise of warrants outstanding held

by Warburg Pincus Equity Partners L.P WPEP ii 109214 shares of our common stock and 12077 shares of common stock issuable

upon exercise of warrants outstanding held by Warburg Pincus Netherlands Equity Partners C.V WP Netherlands and iii 10922
shares of our common stock and 1208 shares of common stock issuable upon exercise of warrants outstanding held by Warburg Pincus

Netherlands Equity Partners III C.V WP Netherlands III Warburg Pincus Partners LLC subsidiary of Warburg Pincus Co is the

sole general partner of WPEP WP Netherlands and WP Netherlands III Warburg Pincus LLC manages WPEP WP Netherlands and WP
Netherlands III Mr Leff is Partner of Warburg Pincus Co and Member and Managing Director of Warburg Pincus LLC Charles

Kaye and Joseph Landy are Managing General Partners of Warburg Pincus Co and Managing Members and Co-Presidents of Warburg

Pincus LLC Messrs Kay Landy and Leff may be deemed to have an indirect pecuniary interest in an indeterminate portion of the shares

held by the Warburg Pincus entities Each of these individuals disclaims beneficial ownership of such shares except to the extent of his

pecuniary interest therein The address of Warburg Pincus and its affiliates is 466 Lexington Avenue New York New York 10017

16 Includes 11765 shares of our common stock held by family members of Dr Young Dr Young disclaims beneficial ownership of such

shares except to the extent of his pecuniary interest therein Also includes options held by Dr Young to purchase 56873 shares of common

stock that are exercisable within 60 days of April 10 2009

17 Includes options held by Mr Swisher to purchase 615941 shares of our common stock that are exercisable within 60 days of April 10

2009 Also includes 13326 shares of our Series preferred stock and 133260 shares of common stock issuable upon the exercise of

warrants outstanding that are held in the Swisher Revocable Trust for which Mr Swisher is the trustee

18 Includes options held by Mr Bjerkholt to purchase 273187 shares of our common stock exercisable within 60 days of April 10 2009 Also

includes 6663 shares of our Series preferred stock and 66630 shares of common stock issuable upon the exercise of warrants outstanding

that are held in the Bjerkholtlllahn Family Trust for which Mr Bjerkholt is the trustee

19 Includes options held by Ms Pierce to purchase 145156 shares of our common stock exercisable within 60 days of April 10 2009

20 Includes options held by Dr Adelman to purchase 258896 shares of our common stock exercisable within 60 days of April 10 2009
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21 Includes options held by Dr McDowell to purchase 162878 shares of our common stock exercisable within 60 days of April 10 2009

22 Includes options held by Mr Fust to purchase 60000 shares of our common stock exercisable within 60 days of April 10 2009

23 Includes options held by Dr Pearce to purchase 50000 shares of our common stock exercisable within 60 days of April 10 2009

24 Includes options held by Dr Stump to purchase 50000 shares of our common stock exercisable within 60 days of April 10 2009

25 Includes the shares of our common stock Series preferred stock and shares of common stock issuable upon the exercise of warrants

outstanding detailed in Note above held by the entities affiliated with BCC Mr Misfeldt is partner of BCC BCC is the manager of

Management Management the general partner of Fund and Co-Investment has sole voting and dispositive power with respect to

the securities held by Fund and Co-Investment BCC as the manager of Management is also an advisor to Fund and Co-Investment

and has sole voting and dispositive power with respect to the securities held by Fund and Co-Investment The address for Mr Misfeldt

is do Bay City Capital 750 Battery Street Suite 400 San Francisco California 94111

26 Includes the shares of common stock Series preferred stock and shares of common stock issuable upon the exercise of warrants outstanding

detailed in Note above held by the entities affiliated with Alta Partners Mr Hurwitz is principal of Alta Partners III Inc one of the

managing directors of Alta BioPharma Management III LLC and manager of Alta Embarcadero BioPharma Partners III LLC He may be

deemed to share dispositve and voting power over the shares held by the Alta Funds Mr Hurwitz disclaims beneficial ownership of such

shares except to the extent of his pecuniary interest therein The address of Mr Hurwitz is do Alta Partners III Inc One Embarcadero

Center 37th Floor San Francisco California 94111
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EQUITY COMPENSATION PLAN INFORMATION

Number of Securities

to be Issued

upon Exercise of

Outstanding

Options Warrants

and Riehts

Weighted Average Number of Securities Remaining
Exercise Price of Available for Future Issuance

Outstanding Under Equity

Options Compensation Plans

Warrants Excluding Securities

and Rights in Column

Includes our 1998 Stock Plan or 1998 Plan 2001 Stock Plan or 2001 Plan 2005 Equity Incentive Award Plan or 2005 Plan and Employee
Stock Purchase Plan or ESPP

Includes 1018642 shares of common stock issuable upon the exercise of options granted under our 1998 Plan all of which were

exercisable as of December 31 2008 ii 148304 shares of common stock issuable upon the exercise of options granted under our 2001 Plan

all of which were exercisable as of December 31 2008 and iii 3026948 shares of common stock issuable upon the exercise of options

granted under our 2005 Plan 1833135 of which were exercisable as of December 31 2008 Excludes purchase rights currently accming

under the ESPP Offering periods under the ESPP are 12-month periods which are comprised of two six-month purchase periods Eligible

employees may purchase shares of common stock at price equal to 85% of the lower of the fair market value of the common stock at the

beginning of each offering period or the end of each semi-annual purchase period Participation is limited to 20% of an employees eligible

compensation subject to limitations under the Code

Includes 2121116 shares of common stock available for issuance under our 2005 Plan and ii 252453 shares of common stock available

for issuance under our ESPP Beginning in 2006 the number of shares of common stock reserved under the 2005 Plan automatically

increases on the first trading day each year by an amount equal to the least of four percent of our outstanding shares of common stock

outstanding on such date ii 1082352 shares or iii lesser amount determined by the Board of Directors The number of shares of

common stock reserved under our ESPP automatically increases on the first trading day each year by an amount equal to the least of 0.5%

of our outstanding shares of common stock outstanding on such date ii 135294 shares or iii lesser amount determined by our Board of

Directors

Represents our 2006 Employment Commencement Incentive Plan

ITEM 13 CERTAINRELATIONSHIPSAND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

RELATED PARTY TRANSACTIONS

Other than as described below there were no other related party transactions during 2008 with our executive officers directors and beneficial

owners of five percent or more of our securities

Executive Severance Benefits Agreements

We have entered into executive severance benefits agreements and related amendments with our executive officers See Executive

Compensation andRelated Information for further discussion of these arrangements

Stock Option Grants

We have granted stock options to our executive officers and our non-employee directors See Executive Compensation and Related

Information and Director Compensation for further discussion of these awards

Indemnification of Directors and Officers

We have entered into indemnity agreements with our executive officers and directors which provide among other things that we will

indemnify such executive officer or director under the circumstances and to the extent provided for therein for expenses damages judgments fines

and settlements he or she may be required to pay in actions or proceedings which he or she is or maybe made party by reason of his or her position as

director executive officer or other agent of Sunesis and otherwise to the fullest extent permitted under Delaware law and our bylaws We also intend

to execute these agreements with our future executive officers and directors

Plan_Category

Equity ompcnsation Plans Approved by Stockho1dcrs 41938942 3.48 2373569w

Equity Compensation Plans Not Approed by Stockholders14 457061 3.05

Tol 4650955 2441.508
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There is no pending litigation or proceeding naming any of our directors or executive officers as to which indemnification is being sought nor

are we aware of any pending or threatened litigation that may result in claims for indemnification by any director or executive officer

Consulting Agreements

We have entered into consulting agreements with two of our directors Drs Pearce and Stump See Director Compensation for further

discussion of these agreements

Purchases of Our Securities

On March 31 2009 we entered into securities purchase agreement with accredited investors including certain members of management

providing for private placement of our securities or the Private Placement The Private Placement contemplates the sale of up to $15.0 million of

units consisting of Series preferred stock and warrants to purchase common stock in two closings and common stock closing of up to $28.5

million $10.0 million in units were sold at the initial closing on April 2009 The participation in the Private Placement by some of our executive

officers was approved by the Audit Committee of the Board of the Directors

The shares of Series preferred stock and warrants to purchase common stock set forth in the table below were issued and sold in the initial

closing of the Private Placement held on April 2009 to entities affiliated with certain of our executive officers and entities affiliated with Alta

Partners one of our principal stockholders We believe the terms obtained or consideration that we received in connection with the Private Placement

were comparable to terms available or the amounts that would be received by us in arms-length transactions

Initial

Series Closing
Total

Executive Officer Preferred Investment Participation

if anv Stock Warrants Amount Amount $1Investor

IttI atæ it

Swisher Revocable Trust Daniel Swisher Jr 13 326 133 260 45978 200000

BJ1sh c1.rl
Steven Ketchum Ph.D Self 6663 66 630 22989 100 000

Reflects the total dollars that such entities and individual could investin the aggregate in the Private Placement

Consists of 305152 shares purchased by Alta BioPharma Partners III L.P ii 20493 shares purchased by Alta BioPharma Partners III

GmbH Co Beteiligungs KG and iii 7520 shares purchased by Alta EmbarcaderoBioPharma Partners III LLC In addition the entities

affiliated with Alta Partners may participate in the subsequent closings of the Private Placement with an additional investment of up to

approximately $3850000

Consists of warrants to purchase 3051520 shares of common stock purchased by Alta BioPharma Partners III L.P ii 204930 shares of

common stock purchased by Alta BioPharma Partners III GmbH Co Beteiligungs KGand iii 75200 shares of common stock purchased

by Alta Embarcadero BioPharma Partners III LLC

In addition entities affiliated with Bay City Capital LLC participated in the initial closing of the Private Placement with an investment in the

amount of $2 298 851 and may participate in the subsequent closings of the Private Placement with an additional investment of up to approximately

$7 700 000 In connection with and immediately subsequent to the Private Placement affiliates of each of Alta Partners and Bay City Capital were

appointed to our Board of Directors The director on our Board of Directors designated by Alta Partners is Edward Hurwitz director of Alta Partners

and the director designated by Bay City Capital is Dayton Misfeldt an investment partner of Bay City Capital See Security Ownership of Certain

Beneficial Owners and Management for more information regarding the holdings of each of these individuals and entities

Investor Rights Agreements

Eighth Amended and Restated Investor Rights Agreement

We have entered into an Eighth Amended and Restated Investor Rights Agreement dated August 30 2004 and as subsequently amended

with the prior holders of our convertible preferred stock and certain holders of warrants to purchase convertible preferred stock including entities with

which certain of our directors are affiliated As of December 31 2008 the holders of 4304075 shares of our common stock and 241546 shares of

common stock issuable upon the exercise of outstanding warrants are entitled to certain rights with respect to the registration of their shares pursuant to

the terms and conditions of such agreement These registration rights were waived with respect to the issuance of our securities contemplated by the

Private Placement All registration rights under this agreement will terminate on or about May 2009
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Investor Rights Agreement

In Connection with the initial closing of the Private Placement we entered into an Investor Rights Agreement on April 2009 with the

investors in the Private Placement pursuant to which we granted to the investors certain registration rights with respect to the securities issued and sold

pursuant to the Private Placement As of April 10 2009 the holders of 2898544 shares of our preferred stock and 28985440 shares of common
stock issuable upon the exercise of outstanding warrants are entitled to certain rights with respect to the registration of their shares pursuant to the

terms and conditions of such agreement

Pursuant to the Investor Rights Agreement we also granted to the investors certain rights of first refusal with respect to certain future

issuances of our securities including as part of future equity financing subject to customary exclusions If we determine to issue any such securities

not subject to such exceptions then we must provide notice and an offer to sell the securities to the purchasing stockholders on the same terms as we
propose to sell such securities to other investors pro rata amount of such securities based on such investors respective percentage ownership of our

outstanding common stock calculated as if all shares of Series preferred stock including any dividends thereon had been converted into shares of

common stock immediately following the original issuance of our Series preferred stock

The Investor Rights Agreement also includes an agreement between the
parties with respect to the size and composition of our board of

directors Specifically following the initial closing the size of our board of directors was set at eight members and the holders of majority of the

Series preferred stock have the right to designate and we are required to nominate three members to our board of directors Alta BioPharma
Partners III L.P Alta Bay City Capital LLC Bay City Capital and Growth Equity Opportunities Fund LLC GEO together with their

respective affiliates each have the right to designate one such investor designee As result our Board of Directors elected Messrs Hurwitz and

Misfeldt to our Board of Directors on April 32009 as designees of Alta and Bay City Capital respectively To date GEO has not exercised its right to

designate director for election to our Board of Directors but may exercise such
right

in the future subject to the terms of the Investor Rights

Agreement Following the earlier to occur of the second closing of the Private Placement the common equity closing of the Private Placement

or the closing of qualifying alternative common stock financing provided the investors exercise their preemptive rights and beneficially own
greater than majority of our voting stock as of such applicable closing the size of our Board of Directors would be increased to nine members

pursuant to the Investor Rights Agreement and the holders of majority of our Series preferred stock would be entitled to designate and we would
be required to nominate five members to our Board of Directors Alta Bay City Capital and GEO together with their respective affiliates would each

have the right to designate one such investor designee

INDEPENDENCE OF THE MEMBERS OF OUR BOARD OF DIRECTORS

The laws and rules governing public companies and The NASDAQ Stock Market LLC or NASDAQ listing requirements obligate our Board

of Directors to affirmatively determine the independence of its members The Board of Directors consults with our corporate counsel to ensure that the

Boards determinations are consistent with relevant securities and other laws and regulations regarding the definition of independent including those

set forth in NASDAQ listing requirements as in effect from time to time

Consistent with these considerations after review of all relevant transactions or relationships between each director or any of his family

members and Sunesis our senior management and our independent registered public accounting firm the Board of Directors has affirmatively

determined that Drs Pearce and Stump and Messrs Fust Hurwitz and Misfeldt majority of our Board of Directors are independent directors within

the meaning of the applicable NASDAQ listing requirements In addition the Board has affirmatively determined that Anthony Evnin Ph.D
Stephen P.A Fodor Ph.D Steven Goldby and Jonathan Leff were independent directors within the meaning of the applicable NASDAQ
requirements until their respective resignations from the Board

In making its determination of independence the Board considered our consulting relationships with Drs Pearce and Stump and the

relationships of Messrs Hurwitz and Misfeldt with certain of our principal stockholders which are described under Related Party Transactions

above In 2008 Drs Pearce and Stump each received consulting fees of $6563 pursuant to these arrangements which is significantly below the

$120000 threshold contained in the NASDAQ listing requirements Our Board of Directors does not believe that these stockholder
relationships or

these consulting arrangements interfere with Dr Pearce Dr Stump or Messrs Hurtwitz and Misfeldts exercise of independent judgment in canying

out their responsibilities as directors
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ITEM 14 PRINCIPAL ACCOUNTANT FEES AND SERVICES

Principal Accountant Fees and Services

The following is summaiy of the aggregate fees billed to us by Ernst Young LLP for the years ended December31 2008 and 2007 for

each of the following categories of professional services

Year Ended

December 31 December 31
Fee Category 2008 2007

in thousands

Audit Fees 3QS7 19647
.\udii-Related Fees

Tax Fees

ther Fee 20 1.500

Total Fees 322192 521J47

Audit fees for 2008 and 2007 included the aggregate fees for professional services rendered for the audit of our financial statements review of

our interim financial statements review of our registration statements on Forms S-3 and Form S-8 an opinion on managements assessment

of the effectiveness of our internal control over financial reporting as required by Section 404 of the Sarbanes-Oxley Act of 2002 and the

issuance of comfort letters and consents

Other fees in 2008 and 2007 were subscription for Ernst Youngs online research services tool

All of the fees described above were pre-approved by the Audit Committee

Pre-approval Policies

The Audit Committee has adopted policy relating to the approval of all audit and non-audit services that are to be performed by our

independent registered public accounting firm This policy generally provides that we will not engage our independent registered public accounting

firm to render audit or non-audit services unless the service is specifically approved in advance by the Audit Committee or the engagement is entered

into pursuant to pre-approval procedures established by the Audit Committee including policies for delegating authority to member of the Audit

Committee Any service that is approved pursuant to delegation of authority to member of the Audit Committee must be reported to the full Audit

Committee at subsequent meeting

The Audit Committee has determined that the rendering of the services other than audit services by Ernst Young LLP as described above is

compatible with maintaining their independence

PART

ITEM IS EXHIBITS AND FINANCIAL STA TEMENT SCHEDULES

The following documents are tiled as part of this Amendment No to Annual Report on Form 10-K/A or as part of the registrants Annual

Report on Form 0-K flied with the SEC on April 2009

Financial Statements

See Item of the registrants Annual Report on Form 10-K filed with the SEC on April 2009

Financial Statement Schedules

See Item of the registrants Annual Report on Form 10-K filed with the SEC on April 2009 All other schedules were omitted because they

are inapplicable or the requested information is shown in the consolidated financial statements of the registrant or related notes thereto

40



Exhibits

list of exhibits filed with this
report or incorporated herein by reference is found in the Exhibit Index immediately following the signature

page of this report
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 Sunesis Pharmaceuticals Inc has duty caused this

report to be signed on its behalf by the undersigned thereunto duly authorized on April 30 2009

SUNESIS PHARMACEUTICALS INC

By /sI Eric Bjerkholt

Eric Bjerkholt

Senior Vice President Corporate Development

and Finance Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934 the Registrant has duty caused this report to be signed on its behalf by the

undersigned thereunto duly authorized

Signature

James Young Ph.D

/s/ Daniel Swisher Jr

Daniel Swisher Jr

Is Eric Bjerkholt

Eric Bjerkholt

Matthew Fust

Edward Hurwitz

Dayton Misfeldt

Homer Pearce Ph.D

David Stump M.D

By

Title Date

Chairman of the Board April 30 2009

President Chief Executive Officer and Apnt 30 2009

Director Principal Executive Officer

Senior Vice President Corporate Development April 30 2009

and Finance Chief Financial Officer

Principal Financial Officer

and Principal Accounting Officer

Director April 30 2009

Director April 30 2009

Director April 30 2009

Director April 30 2009

Director April 30 2009

Is Eric Bjerkholt

Eric Bjerkholt

Attorney-in-Fact
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EXHIBIT INDEX

Exhibit

Number
Description

3.1 Amended and Restated Certificate of Incorporation of the Registrant Delaware incorporated by reference to Exhibit 3.1 to the

Registrants Annual Report on Form 10-K/A filed on May 23 2007
3.2 Amended and Restated Bylaws of the Registrant incorporated by reference to Exhibit 3.2 to the Registrants Current Report on

Form 8-K filed on December 112007
3.3 Certificate of Designation of the Series preferred stock of the Registrant incorporated by reference to Exhibit 3.3 to the

Registrants Current Report on Form 8-K filed on April 2009
4.1 Specimen Common Stock certificate of the Registrant incorporated by reference to Exhibit 4.1 to the Registrants Registration

Statement on Form S-i SEC File No 333-121646 filed on December 23 2004
4.2 Investor Rights Agreement dated April 2009 by and among the Registrant and the purchasers identified on the signature pages

thereto incorporated by reference to Exhibit 4.1 to the Registrants Current Report on Form 8-K filed on April 2009
10.1 1998 Stock Plan and Form of Stock Option Agreement incorporated by reference to Exhibit 10.1 to Amendment No to the

Registrants Registration Statement on Form 5-1 SEC File No 333-121646 filed on January 27 2005
10.2 2001 Stock Plan and Form of Stock Option Agreement incorporated by reference to Exhibit 10.2 to the Registrants Registration

Statement on Form S-l SEC File No 333-12 1646 filed on December 23 2004
10.3 2005 Equity Incentive Award Plan as amended

10.4 Employee Stock Purchase Plan and Enrollment Form incorporated by reference to Exhibit 10.4 to the Registrants Quarterly

Report on Form 10-Q filed on November 2006
10.5 Form of Indemnification Agreement for directors and executive officers incorporated by reference to Exhibit 10.5 to the

Registrants Registration Statement on Form S-l SEC File No 333-121646 filed on December 23 2004
10.6 Amended and Restated Consulting Agreement dated August 2005 by and between the Registrant and James Wells

incorporated by reference to Exhibit 10.12 to Amendment No to the Registrants Registration Statement on Form S-l SEC
File No 333-12 1646 filed on September 2005

10.7 Eighth Amended and Restated Investor Rights Agreement dated August 30 2004 by and among the Registrant and certain

stockholders and warrant holders incorporated by reference to Exhibit 10.17 to the Registrants Registration Statement on

Form S-I SEC File No 333-12 1646 filed on December 23 2004
10.8 Warrant dated April 1998 issued to James Wells incorporated by reference to Exhibit 10.18 to the Registrants

Registration Statement on Form S-l SEC File No 333-12 1646 filed on December 23 2004
10.9 Warrant dated December 1999 issued to Three Crowns Capital Bermuda Limited incorporated by reference to Exhibit 10.19

to the Registrants Registration Statement on Form S-i SEC File No 333-12 1646 filed on December 23 2004
10.10 Warrant dated July 2000 issued to Broadview Ltd Limited and Amendment No thereto incorporated by reference to

Exhibit 10.20 to the Registrants Registration Statement on Form S-l SEC File No 333-12 1646 filed on December 23 2004
10.11 Warrant dated June 11 2003 issued to General Electric Capital Corporation incorporated by reference to Exhibit 10.21 to the

Registrants Registration Statement on Form S-l SEC File No 333-121646 filed on December 23 2004
10.12 Warrant dated June 21 2004 issued to General Electric Capital Corporation and Amendment No thereto dated December 16

2004 incorporated by reference to Exhibit 10.22 to Amendment No to the Registrants Registration Statement on Form S-l

SEC File No 333-121646 filed on April 29 2005
10.13 Agreement for Termination of Lease and Voluntary Surrender of Premises dated as of January 15 2009 by and between the

Registrant and ARE-Technology Center SSF LLC incorporated by reference to Exhibit 10.13 to the Registrants Annual Report

on Form 10-K for the year ended December 31 2008 as filed with the SEC on April 2009
10 14t Collaboration Agreement dated December 18 2002 by and between the Registrant and Biogen Idec MA Inc successor to

Biogen Inc incorporated by reference to Exhibit 10.26 to Amendment No Ito the Registrants Registration Statement on

Form S-I SEC File No 333-121646 filed on January 27 2005
10.1 St Amendment No Ito Collaboration Agreement dated June 17 2003 between the Registrant and Biogen Idec MA Inc

incorporated by reference to Exhibit 10.27 to Amendment No to the Registrants Registration Statement on Form S-l SEC
File No 333-12 1646 filed on January 27 2005

10.1 6t Amendment No to Collaboration Agreement dated September 17 2003 between the Registrant and Biogen Idec MA Inc

incorporated by reference to Exhibit 10.28 to Amendment No to the Registrants Registration Statement on Form S-l SEC
File No 333-12 1646 filed on January 27 2005
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1O.17t Collaboration Agreement dated August 25 2004 between the Registrant and Biogen Idec Inc incorporated by reference to

Exhibit 10.29 to Amendment No to the Registrants Registration Statement on Form 5-1 SEC File No 333-121646 flIed on

April 29 2005
10.1 8t Collaboration Agreement dated May 2002 by and between the Registrant and Jolmson Johnson Pharmaceutical Research

Development LLC incorporated by reference to Exhibit 10.30 to Amendment No ito the Registrants Registration Statement

on Form S-i SEC File No 333-121646 filed on January 27 2005

10.19t Amendment to Collaboration Agreement dated December 15 2002 between the Registrant and Johnson Johnson

Pharmaceutical Research Development LLC incorporated by reference to Exhibit 10.31 to Amendment No ito the

Registrants Registration Statement on Form S-i SEC File No 333-121646 filed on January 27 2005

10.20 Notice of Extension and Second Amendment to Collaboration Agreement dated December 15 2003 between the Registrant and

Johnson Johnson Pharmaceutical Research Development LLC incorporated by reference to Exhibit 10.32 to Amendment

No ito the Registrants Registration Statement on Form 5-1 SEC File No 333-121646 filed on January 27 2005

10.21t Third Amendment to Collaboration Agreement dated December 22 2004 between the Registrant and Johnson Johnson

Pharmaceutical Research Development LLC incorporated by reference to Exhibit 10.33 to Amendment No to the

Registrants Registration Statement on Form S-i SEC File No 333-121646 filed on April 29 2005

l0.22t License and Collaboration Agreement dated February 12 2003 by and between the Registrant and Merck Co Inc

incorporated by reference to Exhibit 10.34 to Amendment No ito the Registrants Registration Statement on Form 5-1 SEC
File No 333-121646 filed on January 27 2005

lO.23t License and Research Collaboration Agreement dated July 22 2004 by and between the Registrant and Merck Co Inc

incorporated by reference to Exhibit 10.35 to Amendment No to the Registrants Registration Statement on Form S-i SEC
File No 333-121646 filed on January 27 2005

l0.24t License Agreement dated October 14 2003 by and between the Registrant and Dainippon Sumitomo Pharma Co Ltd formerly

known as Dainippon Pharmaceutical Co Ltd incorporated by reference to Exhibit 10.36 to Amendment No to the

Registrants Registration Statement on Form S-i SEC File No 333-12 1646 filed on April 29 2005

l0.25t License Agreement dated as of April 27 2005 between the Registrant and Bristol-Meyers Squibb Company incorporated by

reference to Exhibit 10.35 to Amendment No to the Registrants Registration Statement on Form S-i SEC File No 333-

121646 filed on September 12005
10.26 Stock Purchase Agreement dated as of April 27 2005 between the Registrant and Bristol-Meyers Squibb Company

incorporated by reference to Exhibit 10.38 to Amendment No to the Registrants Registration Statement on Form S-i SEC
File No 333-12 1646 filed on April 29 2005

10.27 Amendment to Eighth Amended and Restated Investor Rights Agreement dated as of April 27 2005 among the Registrant and

investors listed on the signature pages thereto incorporated by reference to Exhibit 10.39 to Amendment No to the Registrants

Registration Statement on Form S-i SEC File No 333-121646 filed on April 29 2005
10.28 Amendment to Eighth Amended and Restated Investor Rights Agreement dated as of August 25 2005 among the Registrant and

the investors listed on the signature pages thereto incorporated by reference to Exhibit 10.39 to Amendment No to the

Registrants Registration Statement on Form S-i SEC File No 333-121646 filed on September 12005
10.29 Warrant dated August 25 2005 issued to Horizon Technology Funding Company II LLC incorporated by reference to

Exhibit 10.40 to Amendment No.4 to the Registrants Registration Statement on Form S-i SEC File No 333-121646 filed on

September 2005
10.30 Warrant dated August 25 2005 issued to Horizon Technology Funding Company III LLC incorporated by reference to

Exhibit 10.41 to Amendment No to the Registrants Registration Statement on Form S-i SEC File No 333-121646 filed on

September 2005
10.31 Warrant dated August 25 2005 issued to Oxford Finance Corporation incorporated by reference to Exhibit 10.42 to

Amendment No to the Registrants Registration Statement on Form S-i SEC File No 333-121646 filed on September

2005
10.32 Amended and Restated 2006 Employment Commencement Incentive Plan

10.33 Common Stock and Warrant Purchase Agreement dated as of March 17 2006 among the Registrant and the investors listed on

the signature pages thereto incorporated by reference to Exhibit 10.44 to the Registrants Current Report on Form 8-K filed on

March 22 2006
10.34 Form of Warrant incorporated by reference to Exhibit 10.46 to the Registrants Current Report on Form 8-K filed on March 22

2006
l0.35t Sublease dated December 22 2006 by and between the Registrant and Oncology Therapeutics Network Joint Venture L.P for

office space located at 395 Oyster Point Boulevard South San Francisco California incorporated by reference to Exhibit 10.47 to

the Registrants Annual Report on Form 10-K filed on March 17 2008
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10.36 Amendment dated December 21 2005 to the Amended and Restated Consulting Agreement dated August 2005 by and

between the Registrant and James Wells Ph incorporated by reference to Exhibit 10.48 to the Registrants Quarterly

Report on Form 10-Q filed on May 2007
10.37 Consulting Agreement dated August 17 2006 by and between the Registrant and Homer Pearce Ph incorporated by

reference to Exhibit 10.49 to the Registrants Quarterly Report on Form 10-Q filed on May 92007
10.38 Consulting Agreement dated September 2006 by and between the Registrant and David Stump incorporated by

referencc to Exhibit 10.50 to the Registrants Quarterly Report on Form 1O-Q filed on May 2007
10.39 Forms of Stock Option Grant Notice and Stock Option Agreement under the 2005 Equity Incentive Award Plan incorporated by

reference to Exhibit 10.52 to the Registrants Current Report on Form 8-K filed on September 19 2007
10.40 Sunesis Pharmaceuticals Inc 2008 Executive Bonus Program incorporated by reference to Exhibit 10.56 to the Registrants

Quarterly Report on Form 10-Q filed on August 2008
10.41 Forms of Stock Option Grant Notice and Stock Option Agreement under the Amended and Restated 2006 Employment

Commencement Incentive Plan incorporated by reference to Exhibit 10.71 to the Registrants Current Report on Form 8-K filed

on December 23 2008
10.42 Amended and Restated Executive Severance Benefits Agreement dated December 23 2008 by and between the Registrant and

Steven Ketchum Ph.D incorporated by reference to Exhibit 10.43 to the Registrants Annual Report on Form 10-K for the

year ended December31 2008 as filed with the SEC on April 2009
10.43 Second Amended and Restated Executive Severance Benefits Agreement dated December 24 2008 by and between Registrant

and Daniel Swisher Jr incorporated by reference to Exhibit 10.44 to the Registrants Annual Report on Form 10-K for the

year ended December31 2008 as filed with the SEC on April 32009
10.44 Second Amended and Restated Executive Severance Benefits Agreement dated December 24 2008 by and between Registrant

and Eric Bjerkholt incorporated by reference to Exhibit 10.45 to the Registrants Annual Report on Form 10-K for the year

ended December 31 2008 as filed with the SEC on April 32009
10.45 Second Amended and Restated Executive Severance Benefits Agreement dated December 23 2008 by and between Registrant

and James Young Ph.D incorporated by reference to Exhibit 10.46 to the Registrants Annual Report on Form 10-K for the

year ended December31 2008 as filed with the SEC on April 2009
10.46 Second Amended and Restated Executive Severance Benefits Agreement dated December 24 2008 by and between Registrant

and Valerie Pierce incorporated by reference to Exhibit 10.47 to the Registrants Annual Report on Form 10-K for the year

ended December31 2008 as filed with the SEC on April 2009
10.47 Amended and Restated Executive Severance Benefits Agreement dated May 27 2008 by and between Registrant and Daniel

Adelman M.D incorporated by reference to Exhibit 10.63 to the Registrants Quarterly Report on Form 10-Q filed on August

2008
10.48 Amended and Restated Executive Severance Benefits Agreement dated May 28 2008 by and between Registrant and Robert

McDowell Ph.D incorporated by reference to Exhibit 10.64 to the Registrants Quarterly Report on Form 10-Q filed on August

2008
10.49 Release Agreement dated June 2008 by and between Registrant and Daniel Adelman M.D incorporated by reference to

Exhibit 10.65 to the Registrants Quarterly Report on Form 10-Q filed on August 2008

10.50 Release Agreement dated August 2008 by and between Registrant and Robert McDowell Ph.D incorporated by reference

to Exhibit 10.66 to the Registrants Quarterly Report on Form 10-Q filed on August 2008
10.51 Acceptance of Option Amendment dated June 2008 by and between Registrant and Daniel Adelman M.D incorporated

by reference to Exhibit 10.67 to the Registrants Quarterly Report on Form 10-Q filed on August 72008
10.52 Acceptance of Option Amendment dated June 27 2008 by and between Registrant and Robert McDowell Ph.D

incorporated by reference to Exhibit 10.68 to the Registrants Quarterly Report on Form 10-Q filed on August 2008
10.53 Forms of Stock Option Grant Notice and Stock Option Agreement for Automatic Grants to Outside Directors under the 2005

Equity Incentive Award Plan incorporated by reference to Exhibit 10.69 to the Registrants Quarterly Report on Form 10-Q filed

on November 2008
10.54 Consulting Agreement dated August 2008 and First Amendment to Consulting Agreement dated October 2008 by and

between Registrant and Robert McDowell Ph.D incorporated by reference to Exhibit 10.70 to the Registrants Quarterly

Report on Form 10-Q filed on November 2008
10.55 Intellectual Property Assignment and License Termination Agreement by and between the Registrant and SARcode Corporation

dated March 62009 incorporated by reference to Exhibit 10.72 to the Registrants Current Report on Form 8-K filed on March

10 2009

45



10.56 Form of Amended and Restated Convertible Secured Promissory Notes issued by SARcode Corporation to the Registrant dated

March 2009 incorporated by reference to Exhibit 10.73 to the Registrants Current Report on Form 8-K filed on March 10

2009
10.57 Summary of Non-Employee Director Cash Compensation Arrangements incorporated by reference to Exhibit 10.59 to the

Registrants Annual Report on Form 10-K for the year ended December31 2008 as filed with the SEC on April 2009

l0.58t Securities Purchase Agreement dated March31 2009 by and among the Registrant and the purchasers identified on the signature

pages thereto incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K filed on April 2009
10.59 Form of Warrant to purchase shares of Common Stock incorporated by reference to Exhibit 10.2 to the Registrants Current

Report on Form 8-K filed on April 2009
21.1 Subsidiaries of the Registrant incorporated by reference to Exhibit 21.1 to the Registrants Annual Report on Form 10-K for the

year ended December31 2008 as filed with the SEC on April 32009
23.1 Consent of Independent Registered Public Accounting Firm incorporated by reference to Exhibit 23.1 to the Registrants Annual

Report on Form 10-K for the year ended December31 2008 as filed with the SEC on April 2009
24.1 Power of Attorney included in the signature page to the Registrants Annual Report on Form 10-K filed with the SEC on April

2009
31.1 Certification of Chief Executive Officer pursuant to Rule 3a- 14a or Rule 5d-14a of the Exchange Act incorporated by

reference to Exhibit 31 .1 to the Registrants Annual Report on Form 10-K for the year ended December 31 2008 as filed with the

SEC on April 2009
31.2 Certification of Chief Financial Officer pursuant to Rule 3a-14a or Rule Sd- 14a of the Exchange Act incorporated by

reference to Exhibit 1.2 to the Registrants Annual Report on Form 10-K for the year ended December 31 2008 as filed with the

SEC on April 2009
31.3 Certification of Chief Executive Officer pursuant to Rule 3a- 14a or Rule 5d-14a of the Exchange Act

31.4 Certification of Chief Financial Officer pursuant to Rule 13a- 14a or Rule Sd- 14a of the Exchange Act

32.1 Certification of Chief Executive Officer and Chief Financial Officer pursuant to Rule 3a-1 4b or Rule Sd-14b of the

Exchange Act incorporated by reference to Exhibit 32.1 to the Registrants Annual Report on Form 10-K for the year ended

December31 2008 as filed with the SEC on April 2009

Management contract compensatory plan or arrangement

Portions of the exhibit have been omitted pursuant to request for confidential treatment The omitted informationhas been filed separately

with the Securities and Exchange Commission

In accordance with Item 60lb32ii of Regulation S-K and SEC Release Nos 33-8238 and 34-47986 Final Rule Managements Reports

on Internal Control over Financial Reporting and Certification of Disclosure in Exchange Act Periodic Reports the Certification furnished in

Exhibit 32.1 hereto is deemed to accompany this Form 10-K and will not be filed for purposes of Section 18 of the Exchange Act Such

certification will not be deemed incorporated by reference into any filing under the Securities Act or the Exchange Act except to the extent

that the registrant specifically incorporates it by reference
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Exhibit 31.3

CERTIFICATION

Daniel Swisher Jr certify that

have reviewed this Amendment No to the Annual Report on Form 10-K/A of Sunesis Pharmaceuticals Inc

Based on my knowledge this report does not contain any untrue statement of material fact or Omit to state material fact necessary to make

the statements made in light of the circumstances under which such statements were made not misleading with respect to the period covered

by this report

Date April 30 2009

Is Daniel Swisher Jr

Daniel Swisher Jr

President Chief Executive Officer

and Director



Exhibit 31.4

CERTIFICATIONS

Eric Bjerkholt certify that

have reviewed this Amendment No Ito the Annual Report on Form 10-K/A of Sunesis Pharmaceuticals Inc

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state material fact necessary to make

the statements made in light of the circumstances under which such statements were made not misleading with respect to the period covered

by this report

Date April 30 2009

Is Eric Bjerkholt

Eric Bjerkholt

Senior Vice President Corporate

Development and Finance Chief

Financial Officer
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