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- Dear Fellow Stockholders,

By all accounts, 2010 represented a landmark year for Sunesis. The highlight of the year was
clearly the launch of our pivotal Phase 3 trial of vosaroxin in acute myeloid leukemia (AML),
known as the VALOR trial, which catapulted Sunesis from a mid-stage, development-focused
company to a late-stage development organization with a well-defined path to market. With
substantive progress across all aspects of the business, from our clinical and regulatory initiatives
to our intellectual property and financial strength, we are building on the compelling data seen to
date in the vosaroxin program‘and providing a foundation for success through 2011 and beyond.

We are focusing our development efforts on vosaroxin, and our business strategy recognizes the
significant potential for this first-in-class compound across a broad range of hematologic and
solid tumor cancers. Unique chemical properties afford it distinct potential advantages over other
leading treatment standards, namely low potential for cardiotoxicity and drug-drug interactions,
as well as observed efficacy in anthracycline-resistant cancers. Our initial target indication,
AML,, represents a logical first step in our registration strategy for vosaroxin; AML treatment
standards have not evolved appreciably in more than 30 years, and vosaroxin is well-positioned
to potentially transform the treatment landscape by significantly extending patients’ lives. Over
the long-term, there is the opportunity to expand our clinical program by building on the positive
vosaroxin data that we have seen in solid tumors, such as in breast and ovarian cancers.

In April 2011, we announced a license agreement with Millennium Pharmaceuticals for the -
development of a competitively-positioned oral, selective pan-Raf kinase inhibitor and an
additional kinase inhibitor program in oncology that were previously part of our 2004 multi-
kinase collaboration with Biogen Idec, which recently announced a new strategic focus. The
new agreement with Millennium allows for the near-term development of these programs
under the stewardship of a premier oncology-focused organization. Our collaboration with
Biogen Idec related to the development of kinase inhibitors for immunology applications
under our existing collaboration is continuing.

We achieved a number of critical objectives in 2010 and in early 2011 that have helped maximize
the clinical and commercial potential for vosaroxin and our pipeline in both the near- and long-term.

Established Regulatory Pathway for Vosaroxin in AML. An important element of our
development strategy for vosaroxin in AML is executing a Phase 3 trial that would clearly
support registration in multiple markets. To that end, we met with both the U.S. Food and Drug
Administration (FDA) and the European Medicines Agency (EMA) to gain consensus on our
Phase 3 trial design, providing development clarity as we proceeded with our pivotal program in
- AML. Given our positive interactions with key regulatory agencies, we believe that data from
the VALOR trial, if positive, would provide a clear path to approval in these key markets. In
addition, in February of this year, the FDA ‘granted Fast Track designation to vosaroxin in
relapsed or refractory AML, allowing for the possibility of a “rolling submission” and providing
eligibility for a priority review period, thereby streamlining the regulatory process for vosaroxin
in the U.S. Further, if vosaroxin is approved in the U.S. for the treatment of AML, we will be
entitled to seven years of marketing exclusivity due to vosaroxin’s Orphan Drug Status, which
greatly enhances the commercial potential of vosaroxin in this indication.




Launched the VALOR trial, a Pivotal Phase 3 Study of Vosaroxin in AML. In December
2010, we launched the VALOR trial, a randomized, double-blind, placebo-controlled study of
vosaroxin plus cytarabine, a widely used chemotherapy compared to placebo plus cytarabine
in relapsed/refractory AML. With a primary endpoint of overall survival — the gold standard
in oncology trials, this rigorous study is set to provide a clear understanding of vosaroxin’s
clinical benefit in the relapsed/refractory setting. The VALOR trial also employs an adaptive
design that allows for a one-time adjustment to trial size to maintain statistical power. This
feature offers a strategic advantage for Sunesis, improving our chances of demonstrating a
statistically significant and successful trial across a broader range of survival outcomes. We
expect to enroll approximately 450 evaluable patients at leading sites across the U.S., Canada,
Europe, Australia and New Zealand. We initiated the trial in December 2010 and are pleased
with the trial’s progress to date. An interim analysis by a Data and Safety Monitoring Board
(DSMB) is expected in mid-2012, with data expected to follow in 2013.

Strengthened Intellectual Property Position for Vosaroxin. Concurrent with our clinical
progress, we'are pursuing a deliberate and sophisticated strategy intended to provide exclusive
coverage in the vosaroxin patent estate to 2030. Since the beginning of 2010, we received
important U.S. and European patents covering pharmaceutical compositions, including the
current clinical formulation, of vosaroxin, as well as a European patent covering the
combination of vosaroxin plus cytarabine. Beyond our granted patents that provide protection
now to 2025 in the U.S. and Europe, we have filed patent applications covering formulations,
combination uses, dosing, manufacturing processes and composition of matter claims in
multiple territories around the world.

Presented Compelling Phase 2 AML Data, Underscoring Vosaroxin’s Potential. During the
year, we presented data from our Phase 2 trials in AML, demonstrating vosaroxin’s clinical
benefit for patients with limited treatment options. In Phase 2 clinical trials evaluating
vosaroxin in combination with cytarabine in relapsed/refractory AML and as a single agent in
frontline elderly AML, vosaroxin produced impressive, clinically-meaningful and durable
remission rates balanced with low-all cause induction mortality. The data in the relapsed/
refractory setting is particularly compelling; as presented in November 2010 and based on 69
patients, preliminary leukemia-free survival, measured as time from complete remission to
relapse or death, stood at 14.4 months and median overall survival at 7.1 months, with 12
patients in survival follow-up well beyond this median and 2 patients having exceeded the
two-year follow-up milestone. This strong data set served as the basis for our decision to
advance vosaroxin into a pivotal Phase 3 study evaluating the combination of vosaroxin plus

‘cytarabine in the relapsed/refractory AML indication.

Formed New Oncology Collaboration with Millennium. In April 2011, as noted above, we
announced a license agreement with Millennium Pharmaceuticals for the development of an
oral pan-Raf kinase inhibitor and an édditio'nal undisclosed kinase inhibitor program in
oncology. We received a $4 million upfront payment from Millennium, and we continue to be
eligible to receive up to $60 million in pre-commercial milestone payments for each
collaboration product, as well as royalties on sales of collaboration products. In addition, the
agreement includes future development and co-promotion rights for Sunesis. We expect
Millennium to advance the pan-Raf kinase program into a Phase 1 trial in 2011.



.Secured Financial Resources to Fund the VALOR Trial. A key initiative during 2010 was
strengthening our balance sheet and securing the resources to execute our clinical
development strategy in AML. In October 2010, we raised net proceeds of $14.2 million
through an underwritten offering, bolstering our financial reserves and bringing our year-end
cash position to approximately $53 million. With our current cash position and other available
resources, we are well-positioned to fund operations through the planned unblinding of the
VALOR trial in 2013, although additional capital will be required if the one-time adjustment
to trail size is triggered following the interim analysis by the DSMB.

We have made considerable progress on multiple fronts in the last year, and we expect that
these accomplishments will translate into additional value for our stockholders as the
vosaroxin, pan-Raf and additional kinase inhibitor programs mature. We thank our employees
and stockholders for their continued support, and we remain committed to our mission of
delivering vosaroxin and other innovative treatments to cancer patients in desperate need of
new, more effective therapies.

Sincerely,

SN SN

Daniel N. Swisher, Jr.
Chief Executive Officer and President

This letter contains forward-looking statements, including, without limitation, statements related to the efficacy,
safety profile and commercial potential of vosaroxin, the design, conduct and results of the VALOR trial, the
efficacy and commercial potential of the kinase inhibitor assets that are the subject of Sunesis’ collaboration
arrangement with Millennium Pharmaceuticals, Inc. and the potential benefits to Sunesis from such arrangement,
and the sufficiency of Sunesis’ cash resources and its ability to raise additional funding when needed on favorable
terms or at all. Words such as “believe,” “continue,” “expect,” “intend,” “positive,” “potential,” “well-positioned,”
“will,” “would” and similar expressions are intended to identify 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 a result of these risks and uncertainties, which include, without limitation, risks
related to Sunesis’ need for substantial additional funding to complete the development and commercialization of
vosaroxin, risks related to Sunesis’ ability to raise the capital that it believes to be accessible and is required to fully
finance the VALOR trial until its planned unblinding in 2013, the risk that Sunesis’ development activities for
vosaroxin could be otherwise halted or significantly delayed for various reasons, the risk that Sunesis’ clinical
studies for vosaroxin may not demonstrate safety or efficacy or lead to regulatory approval, the risk that data to date
and trends may not be predictive of future data or results, the risk that Sunesis’ nonclinical studies and clinical
studies may not satisfy the requirements of the FDA or other regulatory agencies, risks related to the conduct of
Sunesis’ clinical trials, risks related to the manufacturing of vosaroxin and supply of the active pharmaceutical
ingredients required for the conduct of the VALOR trial, the risk of third party opposition to granted patents related
to vosaroxin, and the risk that Sunesis’ proprietary rights may not adequately protect vosaroxin. These and other
risk factors are discussed under “Risk Factors” and elsewhere in Sunesis’ Annual Report on Form 10-K for the year
ended December 31, 2010 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 company’s expectations with regard thereto or any change
in events, conditions or circumstances on which any such statements are based.
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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 3, 2011

To the Stockholders of Sunesis Pharmaceuticals, Inc.:

The 2011 annual meeting of stockholders of Sunesis Pharmaceuticals, Inc. will be held on Friday, June 3,
2011 at 10:00 a.m., local time, at our headquarters located at 395 Oyster Point Boulevard, Suite 400, South
San Francisco, California, 94080 for the following purposes: :

1. To elect three directors nominated by the board of directors to serve until the 2014 annual meeting
of stockholders, as described in the accompanying proxy statement.

2. To ratify the selection of Ernst & Young LLP as the independent registered public accounting firm
of Sunesis for the year ending December 31, 2011.

3. To approve the Sunesis Pharmaceuticals, Inc. 2011 Equity Incentive Plan.
To approve the Sunesis Pharmaceuticals, Inc. 2011 Employee Stock Purchase Plan.

5. 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 April 6, 2011. 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.

Please see the map at www.sunesis.com/site/contact_us.php for directions to our headquarters. We look
forward to seeing you at the annual meeting.

By Order of the board of directors,

South San Francisco, California W ,

April 21, 2011 Eric H. 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 vote as promptly as possible in order to ensure your representation at the annual meeting. You
may vote your shares over the telephone or the Internet as instructed in these materials. If you received a proxy
card or voting instruction card by mail, you may submit your proxy card or voting instruction card by
completing, signing, dating and mailing your proxy card or voting instruction card in the envelope provided.
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 a broker, bank or other nominee and you wish to vote at the
annual meeting, you must obtain a 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 10:00 a.m., Pacific Time, on Friday, June 3, 2011 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 PHARMACEUTICALS, INC.
PROXY STATEMENT FOR THE 2011 ANNUAL MEETING OF STOCKHOLDERS

JUNE 3, 2011
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 2011 annual meeting of stockholders, or Annual Meeting, to be held on June 3, 2011, 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.

A copy of our Annual Report on Form 10-K for the year ended December 31, 2010 and this proxy
statement and the accompanying proxy card are first being distributed and made available to stockholders on or
about April 21, 2011. This proxy statement contains important information for you to consider when deciding
how to vote on the matters brought before the Annual Meeting. Please read it carefully.

We are providing stockholders of record who are holding shares in their own name and stockholders who
have previously requested to receive paper copies of our proxy materials with paper copies of our proxy
materials. We intend to mail the full sets of proxy materials to the stockholders described in the previous
sentence on or about April 21, 2011. Pursuant to rules adopted by the U.S. Securities and Exchange Commission,
or SEC, we have elected to provide access to our proxy materials over the Internet to beneficial owners whose
stock is held in street name, as further described below. Accordingly, we are sending a Notice of Internet '
Availability of Proxy Materials, or the Notice, to such stockholders. The Notice is not a voting form; however,
the Notice provides instructions on how to vote by Internet, by telephone, by requesting and returning a paper
proxy card or by voting in person at the Annual Meeting. All stockholders will have the ability to access the
proxy materials on the website referred to in the Notice or request to receive a printed set of the proxy materials.
Instructions on how to access the proxy materials over the Internet or to request a printed copy may be found in
the Notice. ’

The Notice will also provide instructions on how you can elect to receive future proxy materials
electronically or in printed form by mail. If you choose to receive future proxy materials electronically, you will
receive an email next year with instructions containing a link to the proxy materials and a link to the proxy voting
site. Your election to receive proxy materials electronically or in printed form by mail will remain in effect until
- you terminate such election. Choosing to receive fiiture proxy materials electronically will allow us to provide
you with the information you need in a timelier manher, will save us the cost of printing and mailing documents
to you and will conserve natural resources. ’

Note Regarding Reverse Stock Split

On February 14, 201'1, we effected a one-for-six reverse split of our capital stock, or the Reverse Split, as
previously authorized and approved at the annual meeting of stockholders on June 2, 2010. As a result of the
Reverse Split, every six shares of capital stock were combined into one share of capital stock. The Reverse Split
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affected all of our common stock outstanding immediately prior to the effective time of the Reverse Split as well
as the number of shares of common stock available for issuance under our equity incentive plans. In addition, the
Reverse Split effected a reduction in the number of shares of common stock issuable upon the exercise of
outstanding stock options and warrants. All share amounts and prices included in this proxy statement give
retroactive effect to the Reverse Split. '

Solicitation

The expenses of preparing, printing and distributing 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 regulaf salaries) to solicit proxies personally and by mail, telephone and electronic means from
brokerage houses and other stockholders. We have retained Broadridge Investor Communication Services, or
Broadridge, to aid in the distribution of proxies and the provision of telephone and Internet voting services,
which will be paid 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 is the only type of security entitled to vote at the Annual Meeting. Each share of
common stock entitles the holder of record thereof at the close of business on April 6, 2011 to notice of, and to
vote on, each of the matters to be voted upon at the Annual Meeting. On each matter to be voted upon, you have
one vote for each share of common stock you own as of April 6, 2011. 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.

If on April 6, 2011 your shares were registered directly in your name with our transfer agent, American
Stock Transfer & Trust Company, then you are a stockholder of record. As a stockholder of record, you may vote
in person at the Annual Meeting or vote by proxy. Whether or not you plan to attend the Annual Meeting, we
urge you to fill out and return the enclosed proxy card or vote by proxy over the telephone or on the Internet as
instructed below to ensure your vote is counted.

If on April 6, 2011 your shares were held, not in your name, but rather in an account at a brokerage firm,
bank, dealer or other similar organization, then you are the beneficial owner of shares held in “street name” and
the Notice or voting instructions are being forwarded to you by that organization. The organization holding your
account is considered to be the stockholder of record for purposes of voting at the Annual Meeting. As a
beneficial owner, you have the right to direct your broker or other agent regarding how to vote the shares in your
account. You are also invited to attend the Annual Meeting. However, since you are not the stockholder of
record, you may not vote your shares in person at the Annual Meeting unless you request and obtain a valid
proxy from your broker or other agent.

If you return your signed proxy card to us or otherwise vote before the Annual Meeting, we will vote your
shares as you direct. If you are a stockholder of record, all shares represented by valid proxies (and not revoked
before they are voted) will be voted at the Annual Meetlng as follows, unless there are different instructions on
the proxy: , B -

. Proposal No. 1: “For” the election of three directors nominated by the board of directors to serve
until the 2014 annual meeting of stockholders;

. Proposal No. 2: “For” the ratification of the selection of Ernst & Young LLP as our independent
registered public accounting firm for the year ending December 31, 2011;
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. Proposal No. 3: “For” the approval of the Sunesis Pharmaceuticals, Inc. 2011 Equity Incentive
Plan;

. Proposal No. 4: “For” the approval of the Sunesis Pharmaceuticals, Inc. 2011 Employee Stock
Purchase Plan; and

. At the proxyholder’s discretion, on such other matters, if any, that may come before the Annual
Meeting.

If you are a beneficial owner of shares held in “street name” and you do not provide the organization that
holds your shares with specific instructions, under the rules of various national and regional securities exchanges,
the organization that holds your shares may generally vote on routine matters but cannot vote on non-routine
matters, as further described below. If the organization that holds your shares does not receive instructions from
you on how to vote your shares on a non-routine matter, the organization that holds your shares will inform our
inspector of elections that it does not have the authority to vote on this matter with respect to your shares. This is
generally referred to as a “broker non-vote.” When our inspector of elections tabulates the votes for any
particular matter, broker non-votes will be counted for purposes of determining whether a quorum is present, but
will not be counted toward the vote total for any proposal. We encourage you to provide voting instructions to
the organization that holds your shares to ensure that your vote is counted on all proposals. )

The board of directors knows of no other matters that will be presented for consideration at the Annual
Meeting. If any other business is properly brought before the Annual Meeting or any adjournment or
postponement thereof and submitted to a vote of stockholders, proxies will be voted in accordance with the best
judgment of the designated proxyholder.

Voting Quorum, Abstentions and‘Voting Requirements

In order to conduct any business at the Annual Meeting, a quorum must be present in person or
represented by valid proxy. A majority of the outstanding shares of the common stock entitled to vote at the
Annual Meeting, present or represented by proxy, constitutes a quorum. As of April 6, 2011, the record date for
the Annual Meeting, we had 46,027,474 shares of common stock outstanding and entitled to vote. Your shares
will be counted towards the quorum only if you submit a 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. 1, and, with respect to all proposals other than
Proposal No. 1, “For” and “Against” votes and abstentions. Abstentions will be counted towards the vote total
with respect to all proposals other than Proposal No. 1 and will have the same effect as “Against” votes. Broker
non-votes will be counted for the purposes of establishing a quorum, but will not be counted for any purpose in
determining whether a proposal has been approved. An automated system administered by Broadridge will
tabulate all votes cast at the Annual Meeting. )

. For Proposal No. 1, which relates to the election of directors, the three nominees receivirig the
most “For” votes (from the holders of votes of shares present in person or represented by proxy
and entitled to vote on the election of directors) will be elected. Only votes “For” or “Withheld”
will affect the outcome. : '

. To be approved, Proposal No. 2, which relates to the ratification of the selection of Ernst & Young
LLP as our independent registered public accounting firm for 2011, must receive “For” votes from
the holders of a majority of shares present and entitled to vote either in person or by proxy. If you
“Abstain” from voting, it will have the same effect as an “Against” vote. Broker non-votes will
have no effect.




. To be approved, Proposal No. 3, the Sunesis Pharmaceuticals, Inc. 2011 Equity Incentive Plan,
must receive “For” votes from the holders of a majority of shares present and entitled to vote
either in person or by proxy. If you “Abstain” from voting, it will have the same effect as an
“Against” vote. Broker non-votes will have no effect.

. To be approved, Proposal No. 4, the Sunesis Pharmaceuticals, Inc. 2011 Employee Stock Purchase
Plan, must receive “For” votes from the holders of a majority of shares present and entitled to vote
either in person or by proxy. If you “Abstain” from voting, it will have the same effect as an
“Against” vote. Broker non-votes will have no effect.

Voting Procedures and Options
The procedures for voting are fairly simple and are as follows:
Stockholder of Record: Shares Registered in Your Name

If you are a stockholder of record, you may vote in person at the Annual Meeting, vote by proxy over the
telephone, vote by proxy via the Internet or vote by proxy using the enclosed proxy card and returning it in the
enclosed envelope. The envelope requires no postage if mailed in the United States. 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 a 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, follow the instructions provided at www.proxyvote.com. You will be
asked to provide the control number from the enclosed proxy card. Your vote must be received by
11:59 p.m., Eastern Time, on June 2, 2011 to be counted.

. To vote via the Internet, go to www.proxyvote.com to complete an electronic proxy card. You will
be asked to provide the control number from the enclosed proxy card. Your vote must be received
by 11:59 p.m., Eastern Time, on June 2, 2011 to be counted.

We are providing stockholders of record with paper copies of the proxy materials instead of the Notice. If
you would like to reduce the environmental impact and the costs incurred by us in mailing proxy materials, you
may elect to receive all future proxy materials electronically via email or the Internet. If you make this election,
you will receive an email message shortly after the proxy statement is released containing the Internet link to
- access our Notice, proxy statermnent and annual report. The email will also include instructions for voting on the
Internet.

In order to receive these materials qléctrdnically, follow the instructions to vote on the Internet at
www.proxyvote.com and, when prompted, indicate that you agree to access stockholder communications
electronically in the future. Your choice to receive proxy materials electronically will remain in effect until you
contact our Corporate Secretary and inform us otherwise. You may send an electronic message to
bjerkholt@sunesis.com or contact our Corporate Secretary by mail at 395 Oyster Point Boulevard, Suite 400,
South San Francisco, California 94080, Attention: Eric H. Bjerkholt, Senior Vice President, Corporate
Development and Finance, Chief Financial Officer and Corporate Secretary.
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Beneficial Owner: Shares Registered in the Name of a Bank, Broker or Other Nominee

Most beneficial owners whose stock is held in street name will receive the Notice containing voting
instructions from their banks, brokers or other nominees, rather than from us. If your shares are held in street
name, you will need to obtain the Notice from the institution that holds your shares and follow the voting
instructions included in that Notice regarding how to instruct your broker or other nominee holding the shares to
vote your shares. To vote in person at the Annual Meeting, you must obtain a valid proxy from your broker, bank
or other agent. Follow the instructions from your broker or bank included with these proxy materials, or contact
your broker or bank to request a proxy form.

‘

You may request a paper or email copy of the proxy materials at no charge via the Internet at
www.proxyvote.com, by calling 1-800-579-1639, or by sending a blank email to sendmaterial @proxyvote.com
with your control number by May 20, 2011. Beneficial owners will not otherwise receive a paper or email copy
of the proxy materials.

Broker non-votes occur when a 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 matters that may substantially affect the rights or privileges of stockholders, such as mergers,
stockholder proposals and elections of directors, even if not contested, and include each of the Proposals set forth
in the Notice and accompanying proxy materials, with the exception of Proposal No. 2.

For admission to the Annual Meeting, stockholders may be asked to present proof of identification and a
statement from their bank, broker or other nominee reflecting their beneficial ownership of our common stock as
of April 6, 2011 as well as a 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.

Revocability of Proxies

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

W . 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; B

. submitting a later dated proxy; or

. attending the Annual Meeting and voting in person. - -
Your most recent proxy card or telephone or internet proxy is the one that is counted.
Your attendance at the Annual Meeting will not, by itself, constitute revocation of your proxy. If your

shares are held by your broker or bank as a nominee or agent, you should follow the instructions provided by
your broker or bank.



Results of the Annual Meeting

Preliminary voting results will be announced at the Annual Meeting. In addition, final voting results will
be published in a current report on Form 8-K that we expect to file within four business days after the Annual
Meeting. If final voting results are not available to us in time to file a Form 8-K within four business days after
the meeting, we intend to file a Form 8-K to publish preliminary results and, within four business days after the
final results are known to us, file an additional Form 8-K to publish the final results.

Internet Availability of Proxy Materials
This proxy statement and our Annual Report on Form 10-K for the year ended December 31, 2010 are
available at https://matérials.proxyvote.com/867328.

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 a statement if they so desire and will
be available torespond to appropriate questions. For additional information regarding the Audit Committee and
its activities with Ernst & Young LLP, see “Information about the 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 OR OTHERWISE VOTE 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 nine members with one 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, subject to the terms and conditions of the Investor Rights Agreement described in more detail
below.

The three nominees for Class III director are Mr. Matthew K. Fust, Dr. David C. Stump and
Mr. Daniel N. Swisher, Jr., all of whom currently serve as Class III directors, whose term expires at the Annual
Meeting. If elected at the Annual Meeting, each of these nominees would serve until our 2014 annual meeting of
stockholders and until his successor is elected and qualified, or, if sooner, until his death, resignation or removal.
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 either of the nominees should be unavailable for election as a
result of an unexpected occurrence, shares represented by executed proxies will be voted for the election of a
substitute nominee proposed by management.

Directors are elected by a plurality of the votes of the shares present in person or represented by proxy
and entitled to vote at the meeting. Proxies cannot be voted for more than three persons. The three nominees
nominated by the Board to serve as Class III directors 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. 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.

Pursuant to an Investor Rights Agreement, as of May 1, 2010, we are required to establish and maintain
the size of the Board at nine members, five of which may be designated by certain investors. Specifically, each of
Alta Partners, Bay City Capital LLC, Growth Equity Opportunities Fund, LLC and ONC Partners, L.P., together
with their respective affiliates, has the right to designate one designee, with the remaining designee designated by
the investors holding the majority of Registrable Shares as specified in the Investor Rights Agreement. Each of
Alta Partners, Bay City Capital LLC and Growth Equity Opportunities Fund, LLC presently have a designee
serving on our Board as described below. See the section titled “Certain Relationships and Related Party
Transactions—Investor Rights Agreements” for a more complete description of the Investor Rights Agreement.

The following table sets forth certain information as of March 15, 2011 with respect to our directors,
including the three persons nominated for election by our Board at the Annual Meeting.

Name . Asge  Director Since
James W. Young, Ph.D. ...........coonn... 66 2000
Daniel N. Swisher, Jr. . ... e e 47 2004
Matthew K. Fust . ....... e 46 2005
Homer L. Pearce, Ph.D. ................... .. 58 2006
David C. Stump, M.D: ......0..oaiieenn... 61 2006
Edward Hurwitz ........... U S 47 2009
Dayton Misfeldt ................. ... ... .... 37 2009
Helen S.Kim ................ e 48 2009




The principal occupations and positions of our directors, including the three persons nominated for
election by our Board at the Annual Meeting, for at least the past five years, are as follows:

Class III Nominees for Election to the Board of Directors for a Three-Year Tem Expiring in 2014

Matthew K. Fust has been Executive Vice President and Chief Financial Officer at Onyx
Pharmaceuticals, Inc., a biopharmaceutical company, since January 2009. Prior to joining Onyx, Mr. Fust was
Executive Vice President and Chief Financial Officer at Jazz Pharmaceuticals, Inc., a pharmaceutical company,
which he joined in May 2003. From May 2002 to May 2003, Mr. Fust was Chief Financial Officer at Perlegen
Sciences, Inc., a 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 a B.A. in Accounting from the
University of Minnesota and an M.B.A. from the Stanford Graduate School of Business. The Board has
concluded that Mr: Fust should serve on our Board due to his financial expertise with its focus on the
pharmaceutical and biopharmaceutical industries. This expertise makes him an important resource for the Board
in its oversight of our financial operations and related reporting.

David C. Stump, M.D. is Executive Vice President, Research and Development, at Human Genome
Sciences, Inc., a 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., a 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 a consultant to
Sunesis, reviewing, assessing and advising us on our development plans and strategies. Dr. Stump is a member of
the board of directors of Dendreon Corporation, a biotechnology company, and a member of the board of trustees
of Adventist HealthCare and Earlham College. 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 Jowa. The Board has concluded that Dr. Stump should serve on our Board due
to his scientific and clinical expertise and industry background, which are valuable as we continue our drug
development efforts.

Daniel N. Swisher, Jr. has served as our Chief Executive Officer, or CEO, and a 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. Mr. Swisher holds a B.A. in History from Yale University and an M.B.A. from the Stanford
Graduate Scheol of Business. The Board has concluded that Mr. Swisher should serve on our Board due to his
long tenure as CEO, which brings continuity to the Board, his operational and industry expertise through his
previous managerial roles as well as his detailed understanding of our business.

Class I Directors Continuing in Office Until the 2012 Annual Meeting

Edward Hurwitz has served as a director of Alta Partners, a 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., a microarray technology“ company. From April 1994 to June 1997, Mr. Hurwitz was a
biotechnology research analyst for Robertson Stephens & Company, and from April 1992 to April 1994 was a
biotechnology research analyst for Smith Barney Shearson. From November 1990 to April 1992, Mr. Hurwitz
practiced commercial law at Cooley LLP. Mr. Hurwitz holds a B.A. in Molecular Biology from Cornell
University, a 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 a director pursuant to the Investor Rights Agreement
executed in connection with Alta Partners’ purchase of our securities in a private placement of equity securities

8



.in April 2009, or the Private Placement. See “Certain Relationships and Related Party Transactions—Investor
Rights Agreements” for a description of this agreement. The Board has concluded that Mr. Hurwitz should serve
on our Board due to his financial, legal and scientific expertise, as well as his deep understanding of the
biotechnology industry, which the Board believes makes him an important resource for the Board as it assesses
both financial and strategic decisions.

Helen S. Kim is currently the chief business officer of NGM Biopharmaceuticals, Inc., where she has
served since August 2009. Prior to joining NGM, Ms. Kim was the chief executive officer of TRF Pharma, where
she has served since December 2008. Prior to her service at TRF, Ms. Kim served as the president and chief
executive officer of Kosan Bioscierces, Inc. from January 2008 to July 2008. From August 2003 to December
2007, Ms. Kim served as chief program officer of the Gordon and Betty Moore Foundation and from 2002 to
2003 as chief business officer of Affymax, Inc. Prior to her service at Affymax, Ms. Kim was senior vice
president of corporate development of Onyx Pharmaceuticals, Inc. from 1999 to 2002. Ms. Kim also served as
the vice president of strategic marketing at Chiron Corporation from 1989 to 1998. Ms. Kim holds a B.S. in
Chemical Engineering from Northwestern University and an M.B.A. from the University of Chicago. Ms. Kim
was appointed as a director pursuant to the Investor Rights Agreement executed in connection with Growth
Equity Opportunities Fund, LLC’s purchase of our securities in the Private Placement. See “Certain
Relationships and Related Party Transactions—Investor Rights Agreements” for a description of this agreement.
The Board has concluded that Ms. Kim should serve on our Board due to her corporate development, managerial
and scientific expertise, which the Board believes makes her an important resource for the Board as it assesses
both tactical and strategic business decisions.

Dayton Misfeldt is an Investment Partner at Bay City Capital LLC, a venture capital firm, and focuses on
biopharmaceutical investment opportunities. Prior to joining Bay City Capital in May 2000, Mr. Misfeldt was a
Vice President at Roth Capital Partners where he worked as a sell-side analyst covering the biopharmaceutical
industry. Mr. Misfeldt has also worked as a Project Manager at LifeScience Economics. Mr. Misfeldt received a
B.A. in Economics from the University of California, San Diego. Mr. Misfeldt was appointed as a director
pursuant to the Investor Rights Agreement executed in connection with Bay City Capital’s purchase of our
securities in the Private Placement. See “Certain Relationships and Related Party Transactions—Investor Rights
Agreements” for a description of this agreement. The Board has concluded that Mr. Misfeldt should serve on our
Board due to his financial expertise and strong understanding of the biotechnology industry, which the Board
believes makes him an important resource for the Board as it assesses both financial and strategic decisions.

Class II Directors Continuing in Office Until the 2013 Annual Meeting

James W. 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 CEO. In April 2006, he joined 5AM Ventures, a venture capital firm, as a 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, a 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.V., a 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., a pharmaceutical

company. Dr. Young also served as a director of Corixa Corporation, a blopharmaceutlcal company, from 2000
to July 2005. Dr. Young also serves as a member of the board of directors of two private companies, Pearl
Therapeutics, Inc. and Incline Therapeutics, Inc. Dr. Young holds a B.S. in Chemistry from Fordham University
and a Ph.D. in Organic Chemistry from Cornell University. The Board has concluded that Dr. Young should
serve on our Board due to Dr. Young’s prior history as CEO and his long tenure as Board Chairman, which
brings continuity to the Board and a depth of understanding. In addition, the Board believes that he brings
operational and industry expertise due to his experience in management of other pharmaceutical and
biopharmaceutical companies, as well as leadership skills that are important to the Board.
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Homer L. 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 a consultant to Sunesis, reviewing, assessing and advising us on our development plans
and strategies. He is a member of the American Association for Cancer Research, the American Chemical
Society and the American Association for the Advancement of Science. Dr. Pearce holds a B.S. from Texas
A&M University and a Ph.D. in Organic Chemistry from Harvard University. The Board has concluded that
Dr. Pearce should serve on our Board due to his scientific expertise and industry background, which position him
to make an effective contribution to the scientific understanding of the Board, which the Board believes to be
particularly important as we continue our drug development efforts.

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

THE BOARD OF DIRECTORS RECOMMENDS

A VOTE FOR THE ELECTION OF THE DIRECTORS
COVERED BY PROPOSAL NO. 1.
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PROPOSAL NO. 2
RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee of the Board, or the Audit Committee, has selected Ernst & Young LLP, or
Emst & Young, as our independent registered public accounting firm for the year ending December 31, 2011 and
has further directed that management submit the selection of Ernst & Young for ratification by the stockholders
at the Annual Meeting. Ernst & Young has audited our financial statements since our inception in 1998.
Representatives of Ernst & Young are expected to be present at our Annual Meeting, will have an opportunity to
make a statement if they so desire and will be available to respond to appropriate questions.

Stockholder ratification of the selection of Ernst & Young as our independent registered public
accounting firm is not required by our bylaws or other governing documents. However, the Audit Committee is
submitting the selection of Emst & Young to our stockholders for ratification as a matter of good corporate
governance. If the stockholders fail to ratify the selection, the Audit Committee will reconsider whether or not to
retain Ernst & Young. Even if the selection is ratified, the Audit Committee in their discretion may direct the
appointment of a different independent registered public accounting firm at any time during the year if they
determine that such a change would be in the best interests of Sunesis and our stockholders. .

Stockholders are requested in this Proposal No. 2 to ratify the selection of Ernst & Young as our
independent registered public accounting firm for the year ending December 31, 2011. The affirmative vote of
the holders of a majority of the shares present in person or represented by proxy and entitled to vote at the
Annual Meeting will be required to ratify this Proposal No. 2. Abstentions will be counted towards the tabulation
of votes cast on the proposal and will have the same effect as “Against” votes. Broker non-votes are counted
towards a quorum, but are not counted for any purpose in determining whether this matter has been approved.

THE BOARD OF DIRECTORS RECOMMENDS
A VOTE FOR PROPOSAL NO. 2.
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PROPOSAL NO. 3
APPROVAL OF THE SUNESIS PHARMACEUTICALS, INC. 2011 EQUITY INCENTIVE PLAN

Our Board adopted the Sunesis Pharmaceuticals, Inc. 2011 Equity Incentive Plan, or the 2011 Plan, on
March 15, 2011. The 2011 Plan will become effective as of the date of the Annual Meeting, provided that the
2011 Plan is approved by our stockholders at such meeting. The 2011 Plan is the successor to and continuation of
our 1998 Stock Plan, or the 1998 Plan, our 2001 Stock Plan, or the 2001 Plan, our 2005 Equity Incentive Award
Plan, or the 2005 Plan, and our 2006 Employment Commencement Incentive Plan, or the 2006 Plan, and together
with the 1998 Plan, the 200} Plan and the 2005 Plan, the Prior Plans.

All outstanding stock awards granted under the Prior Plans will continue to be subject to the terms and
conditions as set forth in the agreements evidencing such stock awards and the terms of the Prior Plans.
However, if our stockholders approve this Proposal No. 3, then as of the effective date of the 2011 Plan, (i) no
additional stock awards will be granted under the Prior Plans, (ii) any shares remaining available that could then
be made subject to new grants under the Prior Plans, or the Prior Plans’ Available Reserve, will become available
for issuance pursuant to awards granted under the 2011 Plan, and (iii) any shares subject to outstanding stock
awards granted under the Prior Plans that expire or terminate for any reason prior to exercise or settlement or that
are forfeited because of the failure to meet a contingency or condition required to vest such shares, or,
collectively, the Returning Shares, will become available for issuance pursuant to stock awards granted under the
2011 Plan. '

We are asking you to approve an initial share reserve of 4,400,000 shares of our common stock under the
2011 Plan, plus the Prior Plans’ Available Reserve and the Returning Shares, if any, that become available from
time to time. The number of-shares of our common stock reserved for issuance under the 2011 Plan will”
automatically increase on January 1st each year for a period of 10 years, starting on January 1, 2012 and
continuing through January 1, 2021, by 4.0% of the total number of shares of our common stock outstanding on
December 31st of the preceding calendar year, or such lesser number of shares of our common stock as
determined by our Board.

The approval of the 2011 Plan will allow us to utilize a broad array of equity incentives and performance
cash incentives to secure and retain the services of our employees, consultants and directors, and to provide long
term incentives that align the interests of these individuals with the interest of our stockholders.

Description of the 2011 Plan ’

The material features of the 2011 Plan are outlined below. This summary is qualified in its entirety by
reference to the complete text of the 2011 Plan. Stockholders are urged to read the actual text of the 2011 Plan in
its entirety, which is appended to this proxy statement as Appendix A.

General

' The 2011 Plan provides for the grant of stock options (including incentive stock options and nonstatutory
stock options), restricted stock awards, restricted stock unit awards, stock appreciation rights, other stock awards
and performance awards that may be settled in cash, stock or other property.

-

Shares Available for Awards

If this Proposal No. 3 is approved, the total number of shares of our common stock initially reserved for
issuance under the 2011 Plan will equal 4,400,000 shares, plus the Prior Plans’ Available Reserve (which, as of
March 15, 2011, was 614,255 shares) and the Returning Shares (which, as of March 15, 2011, was 1,065,332
shares), if any, as such shares become available from time to time, or, collectively, the Share Reserve.
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_Additionally, the Share Reserve will automatically increase on January 1st each year for a period of 10 years,
starting on January 1, 2012 and continuing through January 1, 2021, by 4.0% of the total number of shares of our
common stock outstanding on December 31st of the preceding calendar year, or such lesser number of shares of
our common stock as determined by our Board. The Share Reserve does not limit the number of stock awards
that can be granted under the 2011 Plan so long as the number of shares of our common stock issued pursuant to
stock awards under the 2011 Plan does not exceed the Share Reserve.

If a stock award granted under the 2011 Plan expires or otherwise terminates without being exercised in
full or is settled in cash, the shares of our common stock not acquired pursuant to the stock award again will
become available for subsequent issuance under the 2011 Plan. In addition, the following types of shares under
the 2011 Plan may become available for the grant of new stock awards under the 2011 Plan: (i) shares that are
forfeited to or repurchased by us prior to becoming fully vested; (ii) shares withheld to satisfy income or
employment withholding taxes; and (iii) shares used to pay the exercise price of a stock option. Shares issued
under the 2011 Plan may be previously unissued shares or reacquired shares bought by us on the open market. As
of the date hereof, no awards have been granted and no shares of our common stock have been issued under the
2011 Pilan.

Eligibility

As of March 15, 2011, all of our approximately 27 employees, eight directors and approximately 20
consultants are eligible to participate in the 2011 Plan and may receive all types of awards other than incentive
stock options. Incentive stock options may be granted under the 2011 Plan only to our employees (including our
officers) and employees of our qualifying affiliates.

Administration

The 2011 Plan may be administered by our Board, which may in turn delegate authority to administer the
2011 Plan to a committee. Such committee may cousist solely of either two or more “non-employee directors”
within the meaning of Rule 16b-3 of the Securities Exchange Act of 1934, as amended, or the Exchange Act, or
two or more “outside directors” within the meaning of Section 162(m) of the Internal Revenue Code of 1986, as
amended, or the Code. Our Board has delegated administration of the 2011 Plan to the Compensation Committee
of the Board, or the Compensation Committee, but has retained the authority to concurrently administer the 2011
Plan with the Compensation Committee and may, at any time, revest in itself some or all of the powers
previously delegated to the Compensation Committee. Therefore, references in this Proposal No. 3 to the
“Compensation Committee” or the “Board” may generally be read interchangeably, except to the extent
explicitly stated otherwise or expressly required by law otherwise. ‘

Subject to the-terms of the 2011 Plan, the Compensation Committee may determine the participants or
awards, numbers and types of awards to be granted, and the terms and conditions of the awards, including the
period of their exercisability and vesting. Subject to the limitations set forth below, the Compensation Committee
also determines the fair market value applicable to a stock award and the exercise price of stock options and
stock appreciation rights granted under the 2011 Plan. l

Repricing, Cancellation and Re-Grant of Stock Awards

Under the 2011 Plan, the Board does not ha\'}e the authority to reprice any outstanding sfock options or
stock appreciation rights by reducing the exercise price of the stock award or to cancel any outstanding
underwriter stock options or stock appreciation rights in exchange for cash or other stock awards without
obtaining the approval of our stockholders within 12 months prior to the repricing or cancellation and re-grant
event.
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Stock Options

A stock option is the right to purchase shares of our common stock at a fixed exercise price for a fixed
period of time. Stock options may be granted under the 2011 Plan pursuant to stock option agreements. The 2011
Plan permits the grant of stock options that qualify as incentive stock options, or ISOs, and nonstatutory stock
“options, or NSOs. Individual stock option agreements may be more restrictive as to any or all of the permissible
terms described in this section.

The exercise price of NSOs may not be less than 100% of the fair market value of the common stock
subject to the stock option oh the date of grant. The exercise price of ISOs may not be less than 100% of the fair
market value of the common stock subject to the stock option on the date of grant and, in some cases (see
“Limitations” below), rflay not be less than 110% of such fair market value. As of March 15, 2011, the closing
price of our common stock as reported on the Nasdaq Capital Market was $1.88 per share.

In general, the term of stock options granted under the 2011 Plan may not exceed 10 years. Unless the
terms of an optionholder’s stock option agreement or other agreement with us provide for earlier or later
termination, if an optionholder’s service relationship with us, or any affiliate of ours, ceases due to the
optionholder’s death or disability, the optionholder or his or her beneficiary, as applicable, may exercise the
vested portion of any stock options for up to 18 months after the date the optionholder’s service relationship
ends. Except as explicitly provided otherwise in an optionholder’s stock option agreement, if an optionholder’s
service relationship with us, or any affiliate of ours, is terminated for cause, all stock options terminate upon the
occurrence of the event giving rise to our right to terminate the optionholder for cause. If an optionholder’s
service relationship with us, or any affiliate of ours, ceases for any other reason, the optionholder may exercise
the vested portion of any stock options for up to three months after the date the service relationship ends, unless
the terms of the applicable stock option agreements or other agreement with us provide for a longer or shorter
period to exercise the stock options. Under the 2011 Plan, the stock option term may be extended in the event
that exercise of the stock option following termination of service is prohibited by applicable securities laws or if
the sale of stock received upon exercise of a stock option would violate our insider trading policy. In no event
may a stock option be exercised after its expiration date.

Acceptable forms of consideration for the purchase of our common stock pursuant to the exercise of a
stock option under the 2011 Plan will be determined by our Board and may include cash, check, bank draft or
money order made payable to us, payment pursuant to a program developed under Regulation T as promulgated
by the Federal Reserve Board, tender of common stock previously owned by the, optionholder, a net exercise (for
NSOs only), or other legal consideration approved by our Board and specified in the applicable stock option
agreement.

Stock 6pti0ns granted under the 2011 Plan generally become exercisable in cumulative increments, or
“vest,” at the rate specified in the stock option agreement. Shares covered by different stock options granted
under the 2011 Plan may be subject to different vesting schedules as our Board may determine. The Board also
has flexibility to provide for accelerated vesting of equity awards in certain events.

Generally, an optionholder may not transfer a stock option other than by will or the laws of descent and
distribution or pursuant to a domestic relations order. An optionholder may demgnate a beneficiary who may
exercise the stock option followmg the optlonholder s death. T

Limitations
The aggregate fair market value, determined at the time of grant, of shares of our common stock with
respect to ISOs that are exercisable for the first time by an optionholder during any calendar year under all of our

stock plans may not exceed $100,000. The stock options or portions of stock options that exceed this limit are
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_treated as NSOs. No ISO may be granted to any person who, at the time of grant, owns or is deemed to own stock
possessing more than 10% of our total combined voting power or that of any affiliate unless the following
conditions are satisfied:

. the stock option exercise price must be at least 110% of the fair market value of the stock subject
to the stock option on the date of grant; and .

. the term of any ISO must not exceed five years from the date of grant.

The aggregate maximum number of shares that may be issued pursuant to the exercise of ISOs is
35.0 million shares of our common stock. In addition, no participant may be granted stock options, stock
appreciation rights, or other appreciation-only stock awards under the 2011 Plan covering more than 3.0 million
shares of our common stock in any calendar year.

Restricted Stock Awards

Restricted stock awards are grants of shares of our common stock that may be subject to forfeiture in
accordance with a vesting schedule determined by our Board. Restricted stock may be granted under the 2011
Plan pursuant to restricted stock award agreements. Restricted stock may be granted in consideration for cash,
check, bank draft or money order payable to us, the participant’s services performed for us or an affiliate of ours,
or any other form of legal consideration (including future services) acceptable to our Board. Rights to acquire
shares of restricted stock may be transferred only as set forth in the applicable restricted stock award agreement.
Except as otherwise provided in the applicable restricted stock award agreement, restricted stock that has not
vested will be forfeited upon the participant’s termination of continuous service for any reason.

Restricted Stock Unit Awards

Restricted stock units are rights to receive shares of our common stock or cash equal to the value of
shares of our common stock at the end of a set period. Restricted stock units may be granted under the 2011 Plan
pursuant to restricted stock unit award agreements. A participant’s payment of any purchase price upon delivery
of shares of our common stock subject to restricted stock units may be made in any legal form acceptable to the
Board. We will settle a payment due to a participant with respect to restricted stock units by delivery of shares of
our common stock, by cash, by a combination of cash and stock, or in any other form of consideration
determined by our Board and set forth in the applicable restricted stock unit award agreement. Dividend
equivalents may be credited in respect of shares of our common stock covered by restritted stock units.
Restricted stock units may be subject to vesting in accordance with a.vesting schedule determined by our Board.
Except as otherwise provided in the applicable restricted stock unit award agreement, restricted stock units that
have not vested will be forfeited upon the participant’s termination of continuous service for any reason.

Stock Appreciation Rights

Stock appreciation rights are rights to receive the appreciation in the fair market value of our common
stock between the date of grant and the exercise date for the number of shares of our common stock that are

- exercised. Stock appreciation rights may be granted under the 2011 Plan pursuant to a stock appreciation rights

agreements. Each stock appreciation right is denominated in common stock share equivalents. The strike price of
each stock appreciation right will be determined by our Board but may not be less than 100% of the fair market
value of our common stock on the date of grant. Stock appreciation rights may be subject to vesting in
accordance with a vesting schedule determined by our Board. Stock appreciation rights may be paid in our
common stock, in cash, in a combination of cash and stock, or in any other form of legal consideration approved
by our Board and set forth in the stock appreciation right agreement. Stock appreciation rights are subject to the
same conditions upon termination and restrictions on transfer as stock options under the 2011 Plan (as described
under “Stock Options” above).
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Performance Awards

The 2011 Plan provides for the grant of two types of performance awards: (i) performance stock awards
and (ii) performance cash awards. Performance awards may be granted, vest or be exercised based upon the
attainment of specified performance goals during a specified performance period. The Compensation Committee
will determine the length of any performance period, the performance goals to be achieved during the
performance period and the measure of whether and to what degree the performance goals have been attained.
The maximum number of shares of our common stock and the maximum value that may be granted to any
participant in a calendar year with respect to performance awards may not exceed 2.0 million shares of our
common stock, in the case of performance stock awards and $2.0 million, in the case of performance cash
awards. )

In granting a performance award, the Compensation Committee will set a period of time, or a
performance period, over which the attainment of one or more goals, or the performance goals, will be measured
for purposes of determining whether the participant may be granted, vest in or exercise such award. The
Compensation Committee will establish the performance goals based upon one or more criteria, or the
performance criteria, enumerated in the 2011 Plan and described below. As soon as administratively practicable
following the end of the performance period, the Compensation Committee will certify whether the performance
goals have been satisfied.

Performance goals under the 2011 Plan will be determined by the Compensation Committee, based on
any one or more of the following performance criteria: (i) earnings (including earnings per share and net
earnings);.(ii) earnings before interest, taxes and depreciation; (iii) earnings before interest, taxes, depreciation
and amortization; (iv) total stockholder return; (v) return on equity or average stockholder’s equity; (vi) return on
assets, investment, or capital employed; (vii) stock price; (viii) margin (including gross margin); (ix) income
(before or after taxes); (x) operating income; (xi) operating income after taxes; (xii) pre-tax profit;

(xiii) operating cash flow; (xiv) sales or revenue targets; (xv) increases in revenue or product revenue;

(xvi) expenses and cost reduction goals; (xvii) improvement in or attainment of working capital levels; ‘
(xiii) economic value added (or an equivalent metric); (xix) market share; (xx) cash flow; (xxi) cash flow per
share; (xxii) share price performance; (xxiii) debt reduction; (xxiv) implementation or completion of projects or
processes; (xxv) customer satisfaction; (xxvi) stockholders’ equity; (xxvii) capital expenditures; (xxiii) debt
levels; (xxix) operating profit or net operating profit; (xxx) workforce diversity; (xxxi) growth of net income or
operating income; (xxxii) billings; and (xxxiii) to the extent that a performance award is not intended to comply
with Section 162(m) of the Code, other measures of performance selected by our Board.

Performance goals may be based on a company-wide basis, with respect to one or more business units,
divisions, affiliates or business segments, and in either absolute terms or relative to the performance of one or
more comparable companies or the performance of one or more relevant indices. The Compensation Committee
is authorized to determine whether, when calculating the attainment of performance goals for a performance
period, to exclude one or more of the following: (i) restructuring and/or other nonrecurring charges; (ii) exchange
rate effects, as applicable, for non-U.S. dollar denominated performance goals; (iii) the effects of changes to
generally accepted accounting principles; (iv) the effects of any statutory adjustments to corporate tax rates;

(v) the effects of any “extraordinary items” as determined under generally accepted accounting principles; (vi) to
- exclude the dilutive effects of acquisitions or joint ventures; (vii) to assume that any business divested by us
achieved performance objectives at targeted levels during the balance of a performance period following such
divestiture; (viii) to exclude the effect of any change in the outstanding shares of our common stock by reason of
any stock dividend or split, stock repurchase; reorganization, recapitalization, merger, consolidation, spin-off,
combination or exchange of shares or'other similar corporate change, or any distributions to common
stockholders other than regular cash dividends; (ix) to exclude the effects of stock-based compensation and the
award of bonuses under our bonus plans; and (x) to exclude the effect of any other unusual, nonrecurring gain or
loss or other extraordinary item. In addition, the Compensation Committee retains the discretion to reduce or
eliminate the compensation or economic benefit due upon attainment of performance goals and to define the
manner of calculating the performance criteria it selects to use for a performance period.
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Other Stock Awards

Other forms of stock awards valued in whole or in part by reference to our common stock may be granted
under the 2011 Plan. Our Board will have sole and complete authority to determine the persons to whom and the
time or times at which other stock awards will be granted, the number of shares of our common stock to be
granted and all other conditions of such other stock awards. Other stock awards may be subject to vesting in
accordance with a vesting schedule to be determined by our Board.

Changes to Capital Structure

In the event of certain capitalization adjustments, the Board will appropriately adjust: (i) the classes and
maximum number of securities subject to the 2011 Plan; (ii) the classes and maximum number of securities that
may be issued pursuant to the exercise of incentive stock options; (iii) the classes and maximum number of
securities that may be awarded to any person pursuant to the Section 162(m) limits under the 2011 Plan; and
(iv) the classes and number of securities and price per share of stock subject to outstanding stock awards.

Corporate Transactions

In the event of certain specified significant corporate transactions, our Board has the discretion to take
any one of the following actions with respect to stock awards:

. arrange for the assumption, continuation or substitution of a stock award by a surviving or
acquiring entity or parent company; -

. arrange for the assignment of any reacquisition or repurchase rights held by us to the surviving or
acquiring entity or parent company;

. accelerate the vesting of the stock award and provide for its termination prior to the effective time
of the corporate transaction;

. arrange for the lapse of any reacquisition or repurchase rights held by us;

. cancel or arrange for the cancellation of the stock award in excharige for such cash consideration,
if any, as our Board may deem appropriate; or

*  'make a payment equal to the excess of (i) the value of the property the participant would have
received upon exercise of the stock award over (ii) the exercise price otherwise payable in
connection with the stock award.

Our Board is not obligated to treat all stock awards, even those that are of the same type, in the same
manner.

- Change in Control

Unless otherwise provided in the applicable stock award agreement or any other written agreement
between us or any affiliate and the participant, in the event of a change in control (as specified in the 2011 Plan),
all outstanding stock awards under the 2011 Plan may be assumed, continued or substituted for by any surviving
or acquiring entity (or its parent company). If the surviving or acquiring entity (or its parent company) elects not
to assume, continue or substitute for outstanding stock awards, then, with respect to any such stock awards that
are held by participants whose continuous service with us or an affiliate has not terminated prior to the effective
date of the change in control, the vesting and exercisability of such stock awards will be accelerated in full
contingent upon the effectiveness of the change in control. In the event of a change in control in which the
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surviving or acquiring entity (or its parent company) assumes, continues or substitutes outstanding stock awards
and with respect to any stock awards that are held by participants whose continuous service with us or an affiliate
~ has not terminated prior to the effective date of the change in control, if such participant’s continuous service
terminates due to an involuntary termination (not including death or disability) without cause or due to a
voluntary resignation with good reason in either case on or within 12 months after the effective time of such
change in control, the vesting and exercisability of such stock awards will be accelerated in full effective as of
the date of the participant’s termination of continuous service.

If any payment or benefit a participant would receive pursuant to a change in control would constitute a
“parachute payment” within the meaning of Section 280G of the Code and be subject to the excise tax imposed
by Section 4999 of the Code, then such payment will be reduced to such amount that would result in no portion
of the payment being subject to the excise tax or the largest portion of the payment, after taking into account all
applicable federal, state and local employment taxes, income taxes and the excise tax, that results in the
participant’s receipt (on an after-tax basis) of the greater amount of the payment notwithstanding that all or a
portion of the payment may be subject to the excise tax.

The acceleration of vesting of a stock award in the event of a corporate transaction or change in control
under the 2011 Plan may be viewed as an anti-takeover provision, which may discourage a proposal to acquire or
otherwise obtain control of the Company.

Plan Amendments

Our Board has the authority to amend or terminate the 2011 Plan. However, no amendment or termination
of the 2011 Plan will adversely affect any rights under awards already granted to a participant unless agreed to by
the affected participant. We will obtain stockholder approval of any amendment to the 2011 Plan as required by
applicable law and listing requirements.

Plan Termination

Unless sooner terminated by our Board, the 2011 Plan will automatically terminate on the day before the
tenth anniversary of the date the 2011 Plan is adopted by the Board or approved by our stockholders, whichever
is earlier.

U.S. Federal Income Tax Consequences

The information set forth below is only a summary and does not purport to be complete. The information
is based upon current U.S. federal income tax rules and therefore is subject to change when those rules change.
Because the tax consequences to any participant may depend on his or her particular situation, each participant
should consult his or her tax adviser regarding the federal, state, local, and other tax consequences of the grant or
exercise of an award or the disposition of stock acquired under an award. The 2011 Plan