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Note Regarding Forward-Liooking Statements

i This Annual Report on Form 10-K and other written and oral statements the Company makes from time to
time contain certain “forward-looking” statements within the meaning of Section 27A of the Securities Act of
1933 and Section 21E of the Securities Exchange Act of 1934. You can identify these forward-looking
statements by the fact they use words such as “could,” “expect,” “anticipate,” “estimate,” “target,” “may,”
“project,” “guidance,” “intend,” “plan,” “believe,” “will,” “potential,” “opportunity,” “future’ and other words
and terms of similar meaning and expression in connection with any discussion of future operating or financial
performance. One can also identify forward-looking statements by the fact that they-do not relate strictly to
historical or current facts. Such forward-looking statements are based on current expectations and involve
inherent risks and uncertainties, including factors that could delay, divert or change any.of them, and could cause
actual outcomes to differ matenally from current expectations. These statements are likely to relate to, among
other things, our business strategy, our future research and development, our product development efforts, our
ability to commercialize our product candidates, our sales and marketing activities in-Russia, our prospects for -
initiating partnerships or collaborations, the timing of the introduction of our products; the effect of new .
accounting pronouncements, uncertainty regarding our future operating results and our profitability; ant1c1pated
sources of funds as well as our plans, objectives, expectations, and intentions. The Company has included :
important factors in the cautionary statements included in this Annual Report, particularly-under;“Item 1A.: :Risk
Factors,” that the Company believes could cause actual results to-differ materially. from any forward-looking
statement.

LI N3

Although the:Company beheves it-has been prudent in its plans and assumptrons 10 assurance ‘can be glven
that any goal or plan set forth in’ forward-lookmg staternents can be achieved and readers are cautloned not to
place undue reliance on such statements, which speak only as of the'date thade. The Company undertakes no -’
obligation to release pubhcly any revisions to forward: lookmg staterents as a result of new 1nformat10n future’ -
events or otherw1$e '

We have included more detailed descnptlons of these nsks and uncerteuntles and other nsks and
uncertainties apphcable to our business in Item 1A. “Risk Factors” of this Annual Report on Form 10-K. We
encourage you to read those descriptions carefully. We caution 1nvestors not to place’ 51gn1ﬁcant réliance on
forward-looking statements contained in this document; such statements need to be evaluated in hght of all the o
information contained in this document. Furthermore, the statements speak only as of the date of this'document;
and we undertake no obhgatron to update or revise these statements.

Oncophage® and Stlmulon® are regrstered trademarks of Agenus Inc and 1ts sub31d1anes A11 nghts e
reserved. . PN . - , . ) .



PARTI

Item 1. - Business . - R
Our Business

Overvww o

Agenus Inc lncludmg its subs1d1anes referred to in this Annual Report on Form 10 K as “Agenus > the
“Company,” “we,” “us,” and “our,” is a biotechnology company focused on the development and
commerc1ahzat10n of technologies to treat cancers and infectious diseases, pnmanly based on 1mmunolog1cal
approaches. As of January 6, 2011; we changed our name from Antlgemcs Inc: to- Agenus Inc. to more accurately
reflect our existing product pipelin€, which has expanded over the years beyond antlgen-based vaccings, as'well
as to'highlight our business strategy as we seek partnering opportunities to grow and-diversify our business. In
conjunction with this name change, our dutologous cancer immanotherapies have been named the Prophage
Series of cancer vaccines (vitespen; HSPPC-96). The name Oncophage® vaccine will be retained in the adjuvant
renal cell carcinoma indication as part of the Prophage Series. AG-707 was renamed HerpV..: :

Some of our key assets are highlighted below: .

» The Prophage Series of cancér vaccines: The Prophage Series of cancer vaccines is based on our core *
" heat shock proteintechnology. 'We beliéve that the‘collective results from our cl1mca1 trials to date
" indicate a favorable safety profile and signals of efficacy in multlple ‘cancer types In a registry’
following patients from a large randomized Phase 3 trial in non-metastatic renal cell carcinoma -
"(RCC; kidney cancer), patients at intermediate risk of recurrence who were in the tréatment arm **

" demonstrated an approxrmately 46 percent lower risk of death compared with those in the control’ arm ‘
(= 362; P < 0.05; hazard ratio = 0.54). This product is approved for sale in this indication in Russia.
Phase 2 trials are underway testing the Prophage Series vaccinés'G-100 and G-200 in newly diagnosed
and recurrent glioma, respectlvely Although promising results have been observed to date there can be
no assurances that we will successfully complete all clinical trials or obtain regulatory approvals for
these products Additional trials are under evaluation i in metastatlc RCC and metastatic melanoma ln

' combmatlon w1th potentlally synerglstlc theraples as well as in pedlatnc neurologlcal tumors '

e QS- 21 Stimulon® adjuvant (“QS-21"): QS-21 is an adJuvant ‘or a substance added to a vaccine o other
immunotherapy that is intended to enhance immune response. The key licensees of QS-21 are
GlaxoSmithKline (GSK) and JANSSEN Alzheimer Immunotherapy There are 14 vaccines contammg
QS-211in clinical development mcludmg four in Phase 3 testing for malaria, melanoma, non-small cell

- lung cancer and shingles. The first products containing QS—21 are expected to'be launched in the *

- 2013- 2014 timeframe, and we are entitled to royalties for at least 10 years post-launch. However, ‘there

is no guarantee that we will be ablé to collect royaltles in the future! The plpehne of product candldates

“containing QS-21 is extraordinarily diverse, encompassing prophylactic as well as therapeutic vaccmes'
for inféctious diseases, multiple cancer types, and Alzheimer’s disease. We do not incur clinical =~
development costs for these products and are generally reimbursed for any related expenses by our -
licensees.

“s. HerpV:HerpV is a therapeutic ‘vaccine for'the treatment of genital herpes, which is based on our HSP
- technology. It has completed Phase 1 testing, where it was shown to elicit both CD4 and CD8positive -
T cell responses—a first of its kind finding in genital herpes: treatment. Because the product contaiiis

multiple antigens derived from the herpes simplex 2 virus (HSV-2), it may be- applicable to a broader *
patient population and may have potential in managing outbreaks and disease transmission. We
consider this to be a platform technology, since with the integration of heat shock proteins with*
antigenic peptides we could potentially create therapeutic vaccines for many infectious diseases. We
are currently secking partners to advance HerpV and the platform technology 1nto further development.
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In addition to our internal development efforts, we are actively pursuing multiple partnering opportunities.
We are seeking regional and/or global partners for select products in our portfolio, including Oncophage, the
Prophage G-Series vaccines, G-100 and G-200, and HerpV. We are also exploring a variety of in-licensing
opportunities that would be complementary to our existing business while expanding our product pipeline. Qur
business activities have included product research and development, intellectual property prosecution, '
manufacturing, regulatory and clinical affairs, corporate finance and development, market development, business
development, and support of our collaborations. Research and development expenses for the years ended
December 31, 2010, 2009, and 2008, were $12.9 million, $16.9 million, and $20.7 million, respectively. - . -

On March 3, 2011, yvé were notified by the Listing Qualifications Staff of Nasdaq indicating that we are not
in compliance with the Ngsd.aq‘Mark_e:tplace Rule 5550(a)(2) (the “Bid Price Requirement™) because the bid price
for our common stock had closed below the minimum $1.00 per share requirement for 30 consecutive business l
days. In accordance with Nasdaq Marketplace Rule 5810(c)(3)(A), we have been provided 180 calendar days, or
until August 30, 2011, to regain compliance with the Bid Price Requirement : S

*

Our Products and T_echnologies"-Under Development -
Heat Shock Protein Technology

Heat shock proteins, also known as HSPs, are also called stress proteins, as their expression is increaséed
when cells experience various stresses like extremes of temperature (hot or cold) and oxygen deprivation. HSPs
are present in-all cells in all life forms from bacteria to mammals, and their structure and function are similar
across these diverse life forms. Under normal conditions, HSPs play a major role in protein folding and transport
of protein fragments called peptides within a cell, and are thus also known as “chaperones.” Antigenic peptides,
those portions of a protein that stimulate immune responses when recognized by the immune cells, are also
transported by these chaperones. Because HSPs interact with and bind many cellular proteins and peptides, they
chaperphe a broad array of antigenic peptides to facilitate their recognition by the immune system. Thus, HSPs
play an integral role in capturing and presenting the antigenic “fingerprint” of a cell to a host’s immune system.

Althbugh HSPs are hoﬁ_nally found inside cells, they{alsovproyidqimportant danger signals when found
outside of cells. Detection of HSPs outside of cells is indicative that cell death has occurred. This may have been
caused by disease, mutation, or injury, whereby a cell’s contents are spilled into body tissue. These HSPs send
powerful “danger signals” to the immune system that initiate a cascade of events capable of generating a targeted
immune response against the infection or disease-related cell death. : - oo

Combined, these functions of HSPs form the basis of our technology. The “chaperoning” nature of HSPs
aﬂovizs us to produce vaccines containing the antigenic fingerprint of a given disease. In the case of cancer, the
vaccines are patient-specific, consisting of heat shock protein-peptide complexes, also known as HSPPCs,
purified from a patient’s tumor cells. These HSPPCs, when injected into the skin, are expected to stimulate a
powerful cellular immune response potentially capable of tai-geting_ and killing the cancer cells from which these
complexes were derived. Because cancer is a highly variable disease from one patient to another, due to rapid
mutation of cancer cells, we believe that a patient-specific vaccination approach is required to generate a more
robust and targeted immune response against the disease. .

For certain diseases, such as genital herpes, we do not believe that a personalized vaccination approach is
required, since the pathogen does not vary as greatly from patient to patient as do cancer cells. For example, in
our HerpV product candidate for the treatment of genital herpes, we complex, or bind, several defined antigenic
herpes. peptides to an HSP (Hsc70) that we: genetically engineer, creating an HSPPC. This HSPPC, when injected
into the skin, is designed to elicit a cellular immune response to the synthetic peptides carried by the HSP.

The Prophage Series of Cancer Vaccines .

- The Prophage Series of cancer vaccines déscﬁbé_s our portfolio of patient-specific HSP-based therapeutic
cancer vaccines, including the'R-Series candidates in RCC, M-Series candidates in melanoma, G-Series
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candidates in glioma, and NP-Serie$ candidate in ped1atnc neurologlcal ‘tumors. The first product derived from
the R-Series (R-100, registered inRussia as Oncophage) represents the only approved treatment for adjuvant or
non-metastati¢ kidney cancer patients at intermediate risk for disease recurrence: In 2008, we submltted a’’
marketing authorization application (“MAA™) 10 the European Medicines Agency (“EMA”) requestmg approval
for Oncophage i earller-stage localized Kidnéy cancer under the conditional ‘authorization’ provmron After 1ts
review, the Committeé for Medicinal Products for Human' Use (“CHMP”) of the EMA adopted a negatlve
opinion on our application and subsequently we withdréw our application. In 4 registry followmg patlents from
our large randomized Phase 3-trial in non-metastatic RCC; patients at 1ntermed1ate risk of recurrence who were m
the treatment arm demonstrated an approximately 46 percent lower risk 'of death comparéd with those in the'
control arm (n = 362; P < 0.05; hazard ratio = 0.54). Phase 2 trials testing the Prophage Ser1es candidates G-100
and G-200 are underway in both newly diagnosed and recurrent glioma, respectively, where | prormsrng data has
been generated to date. Additional trials are planned in metastatic: RCC (R- 200) and metastatic melahoma -~
(M-200) in combination w1th potentrally synerg1st1c therap1es as well as in ped1atr1c neurologwal tumors ,
(NP-150). “~ ~ . S | o
- Each Prophage Series vaccine ¢andidate is made from a patient’s ‘tumortissue: After a surgeon removes a’
patient’s tumor, the majority of that timor tissue is frozen and shipped to our manufacturmg facrhty Usmg a
proprietary manufacturing’ process that takes approx1mately e1ght to 10 hours: per individual pat1ent lot, we lsolate
the HSPPCs from the tumor tissue. Through this isolation process, the HSPPCs'are extracted, ‘purified, and - ‘
sterile-filtered from the tumor tissue, then formulated in solution and packaged in standard smgle injection vials.
After the performance of quality control testmg, including sterility testing, we sh1p the frozen vaccine back to the
hospital or clinic for admlmsr.ratlon Med1cal profess1onals admrmster the vaccme by 1n_]ect1ng the product 1nto k
the skin. CT e e s e R : N

U PR Tt

Although we believe that our technology is applrcable to'4ll cancer types ouir initial focus with the Prophage
Series vaccines is on cancers that have limited or no available treatment options and in cancers that typically”
yield sufficient quantities of tumor tissue from the surgical procedure to allow for manufacture.

Since our first patient was enrolled in a clinical trial studying a Prophage Series vaccine in 1997, wé'have
treated more than 850 cancer patients in otir clinical trials. Because: our vaccines are denved from the patlent s ‘
own tumor, they are'unlike the majority of approved’ theraples and as such, they may experience a long e
regulatory review process and high development costs; either of which could delay or prevent our
commercialization efforts. For additional 1nformat10n regardmg regulatory nsks and uncertamtres please read the
nsks 1dent1ﬁed under “R1sk Factors' »

We believe that the collective results from our chmcal trials thus far stow that ‘the vaccine candidates that *
have been cl1mcally evaluateéd have a favorable safety proﬁle We also beheve that available results ‘from clrmcal
trials suggest that treatment with the Prophage Series vaccines can generate immunological and anti-tumér
responses.

Plrase 3 Renal Cell C'areinom'a‘Program - :
Renal cell carcinoma is the most ‘Commion type of kidney cancer. The Amefican Canceér Society estlmated
that there would be 58,240 new cases of kidney cancer and 13 040 people would die from the drsease in the"
United States in 2010. The Kldney Cancer Research Bureat, a Russian non-profit, non-gévernment research

organization, estimated that in 2008, approximately 16,000 Russians would be diagnosed with kidney cancer and
approximately 50% of those diagnosed would die of the disease. :

' We initiated a Phase 3, multicenter, mtematronal trial fof non-metastatic RCC into which the fitst patrent )
was randomized in February 2001. As announced on March 24 2006; the trral did not reach stat1stlca1 '
significance in its primary endpoint of recurrence—free surv1val in the total patient populatron though a posrtlve
trend was observed. During the protocol design process in' 1999 and 2000, key opinion leaders were consulted,
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and the, non-metastatic RCC patient Ppopulation designated for enrollment in the trial was thoughttobea . )
relat:lvely umform group In 2006, .the. Eastem Cooperative Oncology Group (“ECOG”) initiated a trial in
adjuvant RCC w1th sorafemb and sumtmrb that stratlﬁed their patient population into 1ntermed1ate—nsk

hlgh-rrsk and very hrgh risk- recurrence categones Us1ng these ECOG defined criteria,, analy51s of the :
1ntermed1ate nsk patlents (362 of the 604 ehg1ble patients in the tnal) in the trial showed a statistically srgmfrcant
difference in recurrence free survrval in favor of: the Oncophage arm. In part because the intermediate-risk ...
category was not prospecnvely dehneated prior to the trial’s initiation, the Food & Drug Admrmstratron (“FDA”)
has 1nd1cated that by, itself, part l of our. Phase 3 chmcal trral in renal cell carcinoma is not. sufﬁcrent to. support a,
blolog1cs hcense apphcatron (“BLA”) ﬁhng ' : . o

We opened a subsequent protocol that contrnued to follow patrents from thlS tr1al in the format of areglstry
in order to collect overall survrval rnformatron as well as investigator reports of drsease recurrence. The registry,
which is expected to prov1de addrtrorral data on the effectlveness of Oncophage followed patients until March.,
2010, an additional three years from closure of the initial trial, provrdmg more than five years of data collect1on
following the enrollment of the last patient in the trial. Final analysis of this data is in process. At the 2009
American Society of Clinical Oncology (“ASCO”) annual meeting, we. announced results of an interim analysis
from the ongoing global patient surviyal registry, which, showed that. pat1ents wrth krdney cancer at intermediate.
risk of d1sease recurrence. demonstrated an approxrmately 46 percent lower r1sk of death when. treated wrth

Oncophage cancer vaccme after surgery compared. wrth no treatment (n 362 P <0 05 hazard ratio = 0. 54)

In addltton to. the patlent regrstry, patlent enrollment has commenced 1nto a small study in non- rnetastatrc
RCC to assess. 1mmune response in the 1ntermed1ate-r1sk patlent populatron The results of this study, contmued
data collection through the survival registry, and ongomg analysis are uncertain, and may not positively affect the
acceptability of the overall results of the trial and, even if clinically meaningful, may not meet the requirements
of the FDA or, other regulatory authorities for submission and, approval of a marketing application or similar
appl1cat10ns for product approval outsrde the Umted States - NI ,

In April 2008, the Russian Ministryof Publlc"Health issued areglstration certificate for the use of
Oncophage for the treatment of. ‘kidney cancer patients at intermediate, risk for disease recurrence. Because,
among other thmgs we have hmrted resources and minimal sales and marketmg experience, commercralrzauon
of Oncophage has been slow, and only modest sales of Oncophage in Russia have occurred during the year ended
December 31, 2010 The Russian reglstratlon was our ﬁrst product approval from a regulatory authorlty, and- the
first approval of a patrent-speaﬁc therapeutlc cancer vaccine in a major market. ‘Since this .approval we have
been focusing our efforts in Russia on securing oné or more distribution and/or partnermg arrangements and
related commercialization activities. The amount of any future revenue generated from the sale of Oncophage in
Russia will (depend on our ability.to successfully execute on these efforts and Identify-and obtain adequate
relmbursement .as well as dec1srons of phys1c1ans and pataents among other factors Furthermore we:may
expenence s1gmﬁcant delays in the rece1pt of payment for Oncophage or an 1nab111ty to collect payments at all.

In October 2008, we announced the submission of a MAA to the EMA requesting conditional authorrzatlon
of Oncophage in earlier-stage, localized kidney cancer. On November 20, 2009, we announced that the CHMP of
the EMA formally adopted a negative opinion on this MAA. Subsequently we withdrew our-application and have
been evaluating a variety of options to potentially bring Oncophage to patients and physicians globally. Although
we are ng longer in active d1scuss1ons with a, potent1al partner for the European market, - we continue to actively.
seek partnershlp d1scuss1ons for mult1ple products generated from our portfoho of Prophage Senes vaccines.

Glioma
Glioma is a cancer. affecting the central nervous system; that begins in glial cells (connective tissue cells that
surround and support nerve cells). Mahgnant ghoma is; currently a fatal d1sea§e The American Cancer Society .

estimated that 22 020 new. cases of the brain and other NErvous- system cancers would be dragnosed durmg 2010
in the U S and that about 13, 140 people would d1e from these tumors. - ,
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A Phase 2 clinical trial with Prophage Series G-200 in recurrent, high-grade glioma is currently ongoing.
This study is being led by the Brain Tumor Research Center at:the University:of California, San Francisco = -+ -
(“UCSF?), with grants from the:American Brain Tumor Association and the National Cancer Institute Special - -;::
Programs of Research Excellence.-Phase 1 results, presented at the'Society for Neuro-Oncology Annual Meeting:,
Conference in November 2008, showed that vaccination following:brain cancer surgery increased:overall median:
survival to approximately 10.5 months, with four patients surviving beyond 12 months and one patient surviving
almost 2.5 years: The study also showed that all 12 treated ‘patients demonstratéd a significant immune’ response
after vaccmatron with G-200P < 0.001) and that patienits with miiimal residual-disease ‘at time of first -
vaccination (n = 7) were more lrkely to survrve beyond nine months compared w1th patrents w1th srgmficant
residual disease. ! ” : ; e bt : 2

The study, which is designed to enroll approximately 50 patients, has expanded to include New York-
Presbyterian Hospital/Columbia University Medical Center and University Hospitals/Case Western Reserve.
Interim data was presented at the Soc1ety for 'Neuro-Oncology meeting in October 2009, whrch showed a median
survival of 10 1 months in the ﬁrst 20 patrents treated with G-200 and that to date six patrents (30 percent) had
survrved at or beyond 12 months ' Thrs‘early data shows an 1mprovement in overall surv1val over the prevrous - :,
long-standlng hrstoncal medlan survrval of 6. 5 months and 1s also shghtly favorable to the recently reported o
May 2010, data presented at the Internatrona.l Conference on Brain Tumor Research and Therapy suggested that
vaccination with this candidate may improve overall survival in patients with recurrent high-grade glioma. An =
overall median survival of 44 weeks after tumor resection was observed. Approximately 70% of the evaluable
patients survived beyond 36 weeks, and 41% survived up to or longer than one year. Additional data from this
trial will be reported by mid-2011. UCSF also initiated an additional Phase 2 clinical trial in newly diagnosed
ghoma testlng Prophage Senes G-lOO in combmatron with’ Temodar® (temozolormde) This trial i is currently _
enrolling, with a target of 50 patrents Based on pronnsrng trends to date thrs tnal 1s ‘being expanded to mclude '
up to 10 chmcal s1tes

BT

other Clinical Trials .

" Initial clrmcal trials of Prophage Ser1es vacc1nes were armed at assessmg feas1b1hty, sa.fety and prehrmnary ‘
efficacy; sélect studies méasured immune response. A series of small, single-arm trials were performed in
various solid tumor types, including RCC, melanoma, colorectal cancer, gastric cancer, pancreatic cancer, and
non-small cell lung cancer. A single Phase 1 trial was conducted in non-Hodgkin’s lymphoma, and a
non- reglstratlonal Phase 3 trlal ‘was conducted in metastatrc rnelanoma

¥

. Collectlvely, results across all, tnals provrded evrdence of manufactunng and logrstrcal feasrbrhty as well as
an initial demonstratron of safety and srgnals of efﬁcacy, whrch included patients who had complete C
drsappearance (a complete response) substantral shrmkage (partral response), minor shrrnkage {(minor response),
or no change in the size (drsease stabrlrzatron) of tumor lesions. Medran oyerall survival results exceeded ,
historical controls that were relevant at the time when the studres were performed Addltronally, tumor-specrﬁc
T-cell responses were. noted i in studres where they were measured melanoma and colorectal cancer, In the Phase
3 metastatic melanoma trial, earher-stage patients who recerved at least 10 doses of the vaccine showed a '

survival benefit over patients in the control arm.

Manufactunng

Commercial and chmcal supphes of Oncophage and other vaccine: candrdates derrvmg from the Prophage
Series are manufactured in our Lexington, Massachuseits facility. We estimate that the facility’s current capacity
for.these products is approximately-10,000 patient courses per year, expandable: to approximately 200,000 patientr
courses per year,:by:building-out currently available space, adding second and third shifts, and autemating "
various functions.-On average, it takes eight to 10 hours. of drrect processmg time to manufacture a patrent batch :
of vaccine. N T T e



-After manufacturing, Prophage Series vaccines are tested and:released by-our:quality systems staff. The
quality control-organization performs a series of release assays designed-to-ensure that the product meets:all
applicable specifications. Our quality assurance:staff also reviews manufacturing and quality control records
prior to'batch release in-an effort. to assure:confortnance. with currént Good Manufacturing Piactices; dlso-known
as:.¢cGMP; as mahdated by the FDAand foreign regulatory :agencies.- wit T e e T

- Our manufacturing staff is rigorously trained and routinely evaluated for.conformance to manufacturing :--
procedﬁre_s and quality standards, This oversight is intended to ensure compliance with FDA and for;eign: . -
regulations and to-provide consistent vaccine output. Our quality. control and quality assurance staff.is similarly -
trained and evaluated as part of our effort to ensure consistency in the testing and release of the product, ‘as well -
as consistency in materials, equipment, and facilities.
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Preclinicdl Activities:
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" 'We continue with product haractenzatlonefforcs to better deﬁnethecomplex structure of the Prophage o

Seties vaccines. These efforts are made more challenging by the aitologous nature of the products. In'addition,
we are developing miethods that will assess the intensity of immunological responses following Vaccination with
these vaccines. We expect to continué these efforts duririg 2011. In addition, we are currently planning to study
the Prophage Series vaccine candidates in combination with potentially synergistic therapies in later-stage .
cancers. -‘

Qs21

QS-21 Stimylon® adjuvant js an adjuyan Jed fo a vacg :

intended to enhance immune résponse. The key licensees of QS-21 are GSK and JANSSEN Alzheimer =
Immiunotherapy. There are 14 vaccines containing QS-21 in clinical development, including fourin Phase’3
testing for malaria, melanoma, non-small cell lung cancer and shingles. The first products containing QS-21 are
expected to be launched in the 2013-2014 timeframe, and we are entitled to royalties for at least 10 years post-
launch. The pipeline of product candidates containing QS-21 is diverse, encompassing prophylactic as well:as"
therapeutic vaccines for infectious diseases, multiple cancer types, and Alzheimer’s disease, The Company does
not incur clinical development costs for these products and is generally reimbursed for any related expenses by
itslicgnééesl o o Tr S L e e e

adjuvant, or a substance added to a vaccine or othér immunotherapy that is

QS-21 is best kniown for-its ability to stimulate antibody, or humoral; immune response, and has also béeri”
shown to activate cellular immunity. A natural product, QS-21 is a triterpené glycoside, or saponin, 4 nataral' = =
compound purified from the bark of a South American tree called Quillaja saponaria. It is sufficiently
characterized with a known molecular structute, thus distinguishing it from other adjuvanit candidates, which are

typically emulsions; polyriers, or biologicals. QS-21has been tested in approximately 185 clinical trials “ '
involving, in the aggregate, nearly 14,000 subjects in'a varicty of cancer indications, inféctious diseases, and

other disorders. These studies have been carried dut by academic institutions ‘and pharmaceutical companies in'
the Unitéd States and intetnationally. A number of these studies have shown QJ§:21 %o be significantly more *
effective in stimulating antibody responses-than alunfinum hydroxide or aluminum phosphate, the 4djuvants most

commonly used in approved vaccines in the United States today. * L :

Partnered 0S-21 Programs

A number of pharmaceutical and biotechnology companies have licensed QS-21 from us for use in vaccines
to treat-a wide variety of:human:diseases..Companies with QS-21: progtams include: GSK: and: JANSSEN . -
Alzheimer Immunotherapy. In return for rights to-use QS-21;:these companies have generally agreed to pay us
license fees, manufacturing payments, milestone payments, and royalties 6n’product:sales-for a. minimum-of 10:
years after commercial launch. In addition to our corporate licensing arrangements; we have developed a.number -
of academic-collaborations to test néw vaccine concepts and:products containing QS-21: Thereé are+14 vaccines
currently in clinical development that contain QS-21. s



GSK. In July 2006, we entered into.a license agreement and a supply agreement with GSK for the use of':
QS-21. On January -16,.2009, we entered into an Amended and Restated Manufacturing Technolegy Transfer and:
Supply Agreement (the “Amended GSK supply agreement”) under which GSK has the right to manufacture all:-
of its requirements of commercial grade QS-21. GSK is obligated to supply us (or our affiliates, licensees, or
customers) cértain quantities of commercial grade QS-21 for a stated:period:of time. To date, we have received
$10.5 million of a potential $1:5.3 million in upfront and miléstone payments related to these agreements: We are;
entitled to receive low single-digit.royalties:on nét sales for a period of at least 10,years after the first commercial
sale. of a resulting GSK product.-The agreements may be terminated by either party upon a material breach if the-
breach is not cured within the time specified in the agreement. The termination or expiration of the GSK license ::
agreement does not relieve either party from any obligation which accrued prior to the termination or expiration.
Among other provisions, the milestone payment obligations survive termination or.expiration:for any reason, and
the license rights’granted to GSK-survive expiration of the GSK license agreement. The:license rights-and. -
payment obligations of GSK under the-Amended GSK supply agreement survive termination or’expiration, '
except that-GSK’s license rights. and future royalty: obhgatrons do not survive if we terminate:due to GSK’
materral breach unless we elect 0therw1$e Sy R :-.:-_ o woocET

We understand that QS 21 isa key component 1nc1uded in several of GSK’s propnetary ad_]uvant systems
and that a number of GSK’s vaccine candidates currently under development are formulated using adjuvant. -
systems containing QS-21. GSK has initiated Phase 3 studies evaluating its investigational MAGE-A3-Antigen-
Specific Cancer Immunotherapeutic containing QS-21 in non-small cell lung cancer and melanoma. GSK has
also 1mt1ated Phase 3 clinical trials in malaria and shingles. - ,,_> i -; TS BTN DR

Elan/JANSSEN Alzhezmer ) Immunotherapy Elan Pharmaceutrcals Inc and/or its. affihates (“Elan”) had a.;
commer01a1 license for the use-of QS-21.in the research and commercialization of Elan’s- Alzheimer’s disease ..
vaccine candidate that contains QS-21 (“Licensed Product™). Effective September 14, 2009, we entered into an
Amended and Restated License Agreement (“Amended License Agreement”) with Elan, and on September 17,
2009, the Amended License Agreement was assigned to JANSSEN Alzheimer Immunotherapy, ‘a’'subsidiary of
Johnson.& Johnson. Under the terms of the Amended, License Agreement, JANSSEN :Alzheimer Immunotherapy
has the right to develop, make, have made, use, sell, offer for sale; import, and have sold, the Licensed Product..,
In addition, J AN SSEN Alzheimer Immunotherapy has the right to;manufacture all of its requirements of QS-21 .,
for use-in the Licensed Product and-we have no further supply obligations.. Assurnmg all benchmarks are.met . -
under this agreement, we could receive.up:to $11.5 million in future milestone payments; $1.5 million has; been
received as of December 31, 2010. Furthermore, under the terms of the Amended License Agreement, we are. -
entitled to receive middle single-digit royalties on net sales of the Licensed Product for a period of at least 10
years after the first commercial sale of such product, if-any. Expiration or termination of the-Amended License
Agreement is without prejudice to any rights that accrued to the benefit of the parties prior to.the date of such
expiration or termination. Upon expiration of the Amended License Agreement, JANSSEN Alzheimer
Immunotherapy: will have-a royalty-free license. Upon early termination of the Amended License Agreement,
JANSSEN Alzheimer Immunotherapy’s license rights terminate and future payment obligations do not:accrue. -

Manufacturing

Except in the case of GSK and JANSSEN Alzheimer Immunotherapy, we have retained worldwide
manufacturing rights for QS-21. We have the rlght to subcontract manufactunng for QS 21 and we have a supply
agreement with a contract manufacturer for the production of QS-21 through September 2012.In addrtlon under
the terms of our agreement with GSK, GSK is contractually committed to supply certdin: quant1t1es of
commercjal grade QS-21 to.us and our licensees in the future. :

HerpV

HerpV 1s an mvestlgatlonal therapeutrc vaccine candrdate drrected at the virus that causes gemtal herpes
(herpes simplex virus-2, or HSV-2) and is-the first potential noff-the-shelf application of our HSP. technology. -
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HerpV is a multivalent vaccine containing multiple synthetic HSV-2 peptides, which means that it may be
applicable to a broader patient-population and may have potential in managing outbreaks and: disease
transmission: - .. ¢ . o v oo N T

* A 2005-2008 study of the Centers for Disease Control and Prevention estimates 16.2% of people 14 to 49-
years of age in-the U.S. have HSV:2 infection; The World Health Organization estimated in 2003 that :. o
approximately 23.6 million people aged 15 to 49 worldwide are infected:each-year with HSV-2. Genital herpes is
currently treated with palliative topical:drugs or antiviral agents that reduce further replication of the virus during
the period of treatment. . © ;. . RIS R :

-t Based on the fesults of completed toxicology studies and other preclinical activities, we submitted to the
FDA an investigational new drug application (“IND™) for HerpV during the second quarter of 2005..In October
2005, we initiated a multicénter: Phase: 1 clinical trial of HerpV in genital herpes. In-this four-arm, phase 1 study, .
35 HSV-2 seropositive patients received HerpV with QS-21; HerpV alone; QS-21-alone, or placebo. The vaccine.
was well tolerated, with injection site pain as the most common reported adverse event. All patients who were::
evaluable for immune response and received HerpV with QS-21 showed a statistically significant CD4+ T cell
response (100%;.7/7) to'HSV-2 antigens as detected by IFNy Elispot, and thié majority of those: patients
demonstrated.a CD8+.T cell response (63%; 5/8): This study is the first to'demonstrate that HSPs complexed to:
viral antigens induce an antigen-specific T cell response‘in humans. = LA T e e e

We believe this is a first of its kind finding in genital herpes treatment. We consider HerpV:to be part of a*-
platform technology, since with the integration of heat shock proteins with antigenic peptides, we could
potentially create therapeutic vaccines for many infectious diseases. We hope to advance HerpV and the platform
technology in deveélopment through a partnership, and we are dctively pursuin’éilicens’in’g discussions.  © il
Intéllectual Property Portfolio . PP S ‘ ) . _ »

+ " Werseek to protect our technologies through a combination ‘of patents, trade secrets and know-how and =’
currently have exclusive rights, through outright ownership or through exclusive licenses, to 73 issued United -~
States patents arid 117 issued foreign patents. We also have exclusive rights t64 pénding United States patent
applications and 29 pending foreign- paterit applications. While we have patent coverage in Russia for -+~ "
Oncophage, we inay not have rights in other territories where ‘we 'may purstie regulatory approval for Prophage -
Series vaccine candidates. - - oo S S = S .

* Our issued-patents include those that cover o core technologies including HSPs for the treatment of
cancers and infectious disease, and'saponin adjuvants. - S A S
The issued patents that cover the Prophage Series Vaccines expire "ai various dates between 2015 and 2024
The issued patents to HerpV expire at various dates between 2014 and 2017. Our patent to purified QS-21"
expired in most territories in 2008. Additional protection for QS-21 in combination with other agents is provided
by our other issued patents which expire between 2016 and 2019. S

Various patents and paterit applications have been eXclu'sii?ély ’lié§}1§éd t.o;;ustby the following entities: -
Mount Sinai .Sc,h'oo',l‘ of,Medicine : ,y
In November 1994, we entered into a patent license agreement with the Motnt Sinai School 6f Medicinc”
(the “Mount Sinai Agreement”). Through the Mount Sinai Agreement, we obtained an exclusive, worldwide
license to patent rights relating to the heat shock protein technology that resulted from the research and .
development performed by Dr. Pramod Srivastava, our founding scientist and a former member of our Board of

Directors. We agreed to pay. Mount Sinai a royalty on the net sales of products covered by the licensed patent
rights and also provided Mount Sinai with a 0.45% equity interest in the Company (approximately 62,000 shares)
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valued at approx1mately $90,000 4t the time of i issuance. The term: of thie Mount Sinai Agreement ‘ends when the
last of the licensed patents expires (2018)-or becoiries no* longer valid. If we fail t6 pay royaltles that are due '
under the agreement, Mount Sinai may issue written notice to‘us: If we continue to fail o pay royalties after 60"
days from recelpt of the written notice, Mount Sinai can terminate the agreement. The Mount Sinai Agreement
requires us to use due dlllgence to make the products covered by the licenised patent nghts commerc1a11y
available, 1nc1ud1ng a requtrement for us to use best efforts to reach a number of developmental mrlestones ‘
which have been achieved. If we fail to comply with the dué dlhgence prov1s1ons of the agreement Mount Sinai’ N
could take actions to convert our exclus1ve hcense to a non- exclusrve hcense after six months wntten notlce The
Mount Sinai Agreement does not contam any nnlestone payment prov1s1ons o O

Fordham University : S T N LRI v

During 1995, Dr. Stivastava moved hlS research 16 Fordham U "'ver31ty (“Fordham . We entered mto a
sponsored research and technology licénse agréement with Fordham in March 1995 (the “Fordhain Agreement”)
relating to the continued development of the heat shock protein technology and agreed to make payments to b
Fordham to sponsor Dr. Srivastava’s research. Through the Fordham Agreement, we obtained an. exclusive, .
perpetual worldw1de 11cense to all of the 1nte11ectua1 property, mcludmg all the patent nghts wh1ch resulted from
the research and development performed by Dr Srivastava at Fordham. We also agreed to, pay Fordham a royalty
on the net sales of products covered by the Fordham Agreement through the last ¢ explrav on date on the patents '
under‘the agreement (2018) or ‘when the patents become no longer valid. The agreement does not contain any,
milestone payment provisions or any dlhgence prov1s10ns Dr. Snvastava moved his research to the Umversrty of :
Connecticut Health Center (“UConn”) during 1997 and, accordmgly, the parts of the agreement related to '
payments for sponsored research at:Fordham terminated in mid-1997. During the term of this agreement we paid
Fordham approximately $2. 4 million. - - R B :

e S e R e S g

UmversztyofConnecttcut A e R A

In May 2001 we entered 1nto a hcense agreement w1th UConn whlch vyas amended 1n March 2003 and June
2009. Through the license agreement, we obtained an exclusive worldwide license to patent rights resulting from
inventions discovered under a research agreement that was effective, from Fébruary. 1998 until December 2006.
The term of the license agreement ends when the last of the licensed patents expires(2022) or becomes no-lenger -
valid. UConn may terminate the agreement::(1) if, after 30 days written notice. for breach, we continue to fail to
make any payments due under the license agreement; or(2):-we cease to:carry on our business related to the.
patent rights or if-we initiate or.conduct actions in order to declare bankruptcy. We may terminate the agreement
upon 90 days written notice.:The license agreement;contains aggregate: miléstone payients of approximately
$1.2 million for each product we develop covered by the licensed patent rights. These milestone. payments are .-
contingent upon regulatory filings, regulatory approvals, and commercial sales of products. We have also agreed.
to pay UConn a royalty on the net sales of products covered by the license agreement as well as annual license
mainteriance fees beginning in May 2006. Royalties otherwise"due on‘the net sales of products covered by the
license agreement may be credited against the annual license maintenance fee obligations. Under the March 2003
amendment;:we agreed to pay:UConn an upfront payment and to make future-payments for each patent or patent
application with respect to.which we:exercised our option under the research agreement. As of December 31,
2010, we have paid approximately $340,000 to UConn under the'license agreement. The license agreement gives
us complete discretion over the commercialization of products covered by the licensed patent rights but also
requires us to use commercially reasonable diligent efforts to introduce commercial products within and outside
the United States. If we fa11 to'meet these dlhgence requlrements UConn may be able to ternnnate the hcense
agreement. :

Regulatory Compiiance‘ _ : gy . o
Governmental authoritiés in the United States-and other countries eit’ensively regulate the preclinical and
clinical testing, manufacturing, labeling; storage, record keeping, advertising, promotion, export, marketing and

11



distribution, among other things, of our investigational product candidates. In the United States, the FDA under
the Fe_;jggal EQQd, Drug, and :C_osme_:tic_Act,v the. Public. Health Service Act and other federal statutes and
regulations, subject pharmaceutical products to rigorous review. -

'In order to obtain approval of a new product from the FDA, we must, among other requirements, submit
proof of safety aﬁd:éﬁfﬁqa:c»y as well as _detaﬂed information on the manufacture and composition of the product.
In most cases, this proof entails extensive preclinical, clinical, and laboratory tests. Before approving a new drug
or marketing application, the FDA may also conduyct pre-licensing inspections of the company, its contract
research organizations and/or its clinical trial sites to ensure that clinical, safety, quality control, and other ,
regulated activities are compliant with Good Clinical Practices, or GCP, or Good Laboratory Practices, or GLP,
for specific non-clinical toxicology studies. The FDA may also require confirmatory trials, post-marketing
testing, and extra surveillance to monitor the effects of approved products, or place conditiosis on any approvals
that could restrict the commercial applications of these products. Once approved, the labeling, advertising, .
promotion, marketing, and distribution of a drug or biologic product must be in compliance with FDA regulatory
reql'li'fé‘ly_nén,t,lfl',,, S ; LR LT FOGER S be In compha ; !

-

In Phase 1 clinical tiials, the sponsor tests the product in a smiall number of patients or healthy volunteers,
primarily for safety at oe or more doses, Phase 1 trials if cancer afe ofteri conducted with patients who have =
end-stage ot mefastatic cancer.In Phase 2, T'addition to safety, the sponisor evaluates the efficacy of the product
in a patient population someéiwhat larger than Phase 1 trials. Phase 3 trials typically involve additional testing for
safety and clinical efficacy in an expanded opulation at geographically dispersed test sites. The FDA may order
the temporary or p'e‘r‘rnénem:disf}'contiﬁd‘zftit_)pvbfla'ciin_i,Cal trial at any time. ' ‘ o

* ""The sponsor must submit to the FDA the results of preclinical and clinical testing, togethier with, among
other things, detailed information on the manufacture and composition of the product, in the form of a new diug
application or, in the case of biologics, like the Prophage Series vaccines, a BLA. In a process that can take a
year or more, the FDA reviews this application and, when and if it decides that adequate data. is available to show
that the new compound is both safe and effective for a particular indication and that other applicable
requirements have been met; approves thé-dljug or biologic for marketing; T -

+ Whether or not:we have obtained FDA approval, we must generally obtain approval of a product by
comparable regulatory authorities of international jurisdictioris prior to the commencement of marketing the
product in those jurisdictions: We are also subject to cGMP; GCP, and GLP compliance obligations, and are
subject to inspection by international regulatory authorities. International tequirements may in-some
circumstances be more rigorous than' U:S. requirements and may require additional investment in. manufacturing
process development, non-clinicalstudies, clinical studies, and record keeping that are not required for U.S.
regulatory compliance or approval. The time required to'obtain this ‘approval may be longer or shorter than that
required for FDA approval and:can also require significant resources in time, money, and labor. - : B

Under the laws of the United States, the countries of the -European: Union, and other nations, we and the + . . -
institutions where we sponsor research ‘are subject. to obligations to-ensure the protection of personal information
of human subjects participating:in. our clinical trials. We have instituted procedures that we believe will enable us
to comply with these requirements and the contractual requirements of our data sources. The laws and
regulations in this area are evolving, and.further regulation, if adopted, could affect the timing and the cost of

future clinical development activities. o

We are also subject to regulation under. the Occupational Safety and Health Act, the ‘Toxic Substances Control
Act, the Resource Conservation and Recovery Act, and other current and potential future federal, state, or local - -
regulations. Our research and development activities involve the controlled use of hazardous materials, chemicals, -
biological materials, various radioactive compounds, and for some experiments we use recombinant DNA. We
believe that our procedures comply with the standards prescribed by local, state, and federal regulations; however,
the risk of injury or accidental contamination cannot be completely eliminated. We conduct our activities in -
compliance with the National Institutes of Health Guidelines for Recombinant DNA: Research,
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Competition

Competition in the pharmaceutical and biotechnology industries is intense. Many pharmaceutlcal or.
blotechnology companies have products on the market and are actively engaged in the research and development
of products for the treatment of cancer and 1nfect10us diseases. In addition, many competrtors focus on
1mmunotherapy as a treatment for cancer and mfectlous diseases. In particular, some of these compames are
developing cancer vaccines produced from a patlent s own cells or tissue. Others are focusmg on developmg heat
shock protein products. Prior to regulatory approval, we may compete for access to patients with other products ‘
in clinical development, with products approved for use in the indications we are studying, or with off-label use
of products in the indications we are studying. In addition, we compete for funding, access to licenses, personnel,
and third-party collaborations. Many competitors have substantially greater financial, manufacturing, marketing,
sales; distribution, and technical resources, and more experience in research and development, clinical trials, and
regulatory matters, than we do. Competing companies developing or acquiring rights to more efficacious -
therapeutic products for the same diseases we are targeting, or which offer s1gmﬁcant1y lower costs of treatment,
could render our products: noncompetltrve or obsolete. : - ‘ .

Acadenuc mstrtutlons, govemmental agenc1es, and other public and private research. institutions conduct .
significant amounts of research in biotechnology, medicinal chemistry, and pharmacology. These entities have
become increasingly active in seeking patent protection and licensing revenues for their research results. They. .
also compete w1th us in recrultmg and retamlng skilled sc1ent1ﬁc ta]ent o ' o

We are aware of certain programs and products under development by other compames that may compete
with our programs and products. Several of these compames have products that utilize similar, technologies -
and/or pat1ent—spec1ﬁc medicine techniques, such as Dendreon and Accentia, as well as Immuncell- LC ICT-107
DC-Vax and CDX-110, being developed by Innocell Corp, ImmunoCellular Therapeut1cs Northwest ;
B10therapeut1cs and Celldex respectrvely, for treatment of patrents with newly diagnosed ghoma

We are aware of at least one saponin ad_]uvant wh1ch c1a1ms to be 1dent1ca1 to QS 21. OPT—821 was
developed by Optlmer Pharmaceutlcals and is bemg used in ongomg cancer vaccine trials. Several other vaccme
adJuvants are in development and could compete w1th ‘QS-21 for inclusion in vaccines in development These ,
adjuvants include, but are not lnmted to, ohgonucleotldes under development by Pfizer, Idera, Juvaris, and N
Dynavax, MF59 under development by Novartis, IC31, under development by Intercell, and MPL, under
development by GSK. In addition, at least one company, CSL Limited, as well as academic institutions, are
developmg saponin ad_]uvants mcludmg denvatlves and synthetic formulations.,

" The ex1stence of products developed by these and other competltors or, other products of which we are not
aware or wh1ch other companies may develop in the future, may adversely affect the marketab111ty of products,
we develop A

Employees

As of February 25 2011, we had approx1mately 56 employees of whom 7 were Ph D s and 2 were MDs
None of our employees are subJect toa collective bargammg agreement. We believe that we have good relations
with our employees. :

Corporate I-Ilstory

Antlgemcs L.L.C. was formed asa Delaware limited 11ab111ty company in 1994 and was converted to
Antlgemcs Inc., a Delaware corporatlon in February 2000 in conjunction with our initial public offenng of
common stock. As of January 6, 2011, we changed our name from Antigenics Inc. to Agenus Inc. to more
accurately 1 reﬂect our existing, product plpehne which has expanded over the years beyond ant1gen-based
vaccines, as well as to highlight our business strategy as we seek partnenng opportumtres to grow and diversify
our business.
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Availability of Periodic SEC Reports
Our Interriet website address is www.agenusbio.com. We make available free of charge through our website

our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K; and amendments
to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Secutities Exchange Act of 1934 °
(“Securities Exchange Act”) as soon as reasonably practicablé after we electronically file such material with; or
furnish such material to, the'Securities anH’Exchan'ge’Commissionf“(thé “SEC”). The contents of our website are
not part of; or incorporated intd, this document. T T R e et
Item 1A, Risk Factors L e e s

" Qur future operating results could differ'materially from the tesults deseribed in this Annual Report on Form
10-K due to the risks and-uncertainties described below. We cannot assure investors that our assumptions and ‘. :
expectations will proveto be correct; Important factors could cause our actual results to'differ materially from: -
those indicated or implied by forward-looking statements. Se¢ “Note Regarding Forward-L.ooking Statements”
on page 2 of this Annual Report on Form 10-K. Factors that could cause or contribute to such differences include
those factors discussed below: ~ - . .- Lo F R U R

Risks’liéléf:édtoroufBl'lsihéss - o e e
If we incur operating losses for longer than we expect, or we are not able to raise additional capital, we may
be unable to continue our.operations, or we may become insolvent. . .. T
~ From our inCebti(?n“thrdqéh December 31, 2010, we have incufred net losses totaling $584.4 million. Our

net losses foi the years ended December 31, 2010, 2009, arid 2008, were $21.9 million, $30.3 million, and $30.8

million, respéctively. We expect to inctir significant 10sses over the next séveral years as we continue research
and clinical development of Gur téchnologies, apply for regulatory approvals, and pursue partnering =
opportunities, commercialization, and related activities. Furthermore, our ability to generate cash from operations
is dependent on the success of our licensees and collaborative partners, as well as the likelihood and timing of
new sirafegic licensing and partnering relationships and/or siccessful commercialization of Oficophage and our
various product candidates. If we incuf opetating losses for longer than we éxpect and/or we are unable to raise

additional capital, we may become insolvent and be unable to continue our operations. o

On'December 31, 2010, we had $19.8 million in'cash and cash equivalents, Wé believe that, based on our
current plans and activities, our working capital resources at December 31, 2010; combined with anticipated
revenues, and the estimated proceeds from our license, supply, and collaborative agreements, will be sufficient to
satisfy our liquidity requirements through 2011, We expect to attempt to raise additional funds in advance of
depleting dur current furids. For the year ended December 31, 2010, our average monthly cash used in operating”
activities was $1.2 million. We do not anticipate significant capital expenditures during 2011. A

We are required to maintain effective registration statements in connection with certain private placement
agreements. If we are unable to keep the registration statements continuously effective in accordance with the
terms of the private placément agreements, ot do not maintéin our listing on Nasdaq or any electronic bulletin
board, we are subject to liquidated damages pehalties of up to a maximum of 10% of the aggregate purchase ~
price paid by the original investors, or up to $3.8 million. S

Since our inception, we have financed our operations primarily through the sale of equity and:convertible:
notes, interest income earned on cash, cash equivalents, and short-term investment balances, and debt provided
through secured lines of ctedit. In order to finance future operations, we will be ‘required to raise additional funds
in the capital markets, through arrangements with collabotative partners, or from other sources. During February
2010, we entered into an At the Market Salés Agreement with McNicoll, Lewis & Vlak LLC and Win Smith & -
Co (the “Sales Agents”) iinder which we may sell an aggregate of up to 20 million shares of our common stock
from time to time through the Sales Agénts. To date we have sold approximately 7.0 million shares of our
common stock under this agreement for net proceeds, after expenses, of $8.8 million.
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% Additional financing may not be available on favorable terms, or at all. If we-are unable to raise-additional
funds wher we need them; wé will be'required to delay; reduce, or eliminate some or all of our development,
conimercialization and-clinical trial programs. We also may be forced to'license or selt technologies to others
under agreements that allocate to third parties substantial portions of the potentlal value of these technologles
We may also be unable to continue our operatrons or we may become 1nsolvent ) :

' The weakniess of the United States economy and the global economy may have a material adverse effect on’
our liquidity and financial condition, particularly if our ability to raise additional funds is impaired. The ability of
potential patrents and/or health care payers to pay for our products could also be adversely 1mpacted thereby
lmutmg our potential revenue. In add1tron any negative 1mpacts from any further detenoratron in the credlt
markets and related ﬁnancral crrsrs on our collaborat1ve partners could llrnrt potentral revenue from our product
candrdates :

We have szgmﬁcant debt and we may not be able to make mterest or prmczpal payments when due

At the optlon of the holders our 8% senior secured convertlble notes due August 2014 (the “2006 Notes”)
can be converted into an interest in one of our wholly-owned subsidiaries that holds the rights or patents to
QS-21 and HerpV. If converted into an interest of this subsrdrary, the ownership interest in the subsidiary will be
determined by multrplymg the quotient of the conversion amount dlvrded by $25.0 mrlhon, by 30%: If the
holders elect riot to convert into the subsidiary; then at the maturity of the 2006 Notes, we may elect to repay the
then outstanding balance, $34.7 million at December 31, 2010, in cash or in common stock, subjéct to certain
limitations.. In no event will any of the note holders be.obligated to accept equity that would result.in them,-:
owning in excess.of 9.99% of our outstanding common stock at any given time in.connection with any..
conversion, redemptron or.repayment of these notes. The 2006 Notes are secured by.the equity of the- subs1d1ary
that holds the. r1ghts or patents to QS 21 and HerpV ; T SRS

Our abrlrty to satlsfy our obhgatrons w1ll depend upon. our future performance Wthh is sub]ect to many
factors, including the factors identified in this “Risk Factors” section and other factors beyond our control: If we'
are not able to generate sufficient cash flow from operat10ns in the future to serv1ce our 1ndebtedness we may be
requlred among other things, to:- S - e Sy :

__-_)_ ‘». 'seek add1t10na1 ﬁnancmg in the debt or equ1ty markets
' refinance or restructure all or a portion of our indebtedness;’
. sell, out-license, or otherwise dispose of assets; and/or

e “.rte‘duce or, del_ay planned expenditures on research and development‘ and/or commercialization:activities.

‘ -'-‘;"--‘Such measures rmght Hot be sufﬁcrent to- enable us to make prmcrpal and interest payments In addmon any
such financing; réfinancing, orsale of assets-ight not be available on economlcally favorable terms, 1f at all

..To date, we have had negative cash flows from operations. For the years ended December 31,.2010, 2009
and 2008 net cash, used in operatmg activities was:$14.8 million, $24 2 million,-and. $28.9 mrlhon respectrvely

Several factors could prevent the successful commerczahzatwn of Oncophage m Russm In addttwa, we do
xpect to generate szgmﬁcant revenue from sales of Oncopkage in Russza in. the near term

- T April 2008, the Russian Ministry of Public Health issued a registration certificate for the-use of -
‘Oncophiage for the treatment of kidney cancer patients at intermediate risk for'disease recurrencé and, in
September 2008, the FDA granted the necessary permission to allow for the €éxport of Oncophage from the -
United States to Russia. The Russian registration was our first product approval from a regulatory authority-
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... Since.approval, modest sales have occurred in Russia. Complexities unique to the logistics of this product
may delay.shipments and limit our ability to move commercial product in an efficient manner without incident.
We currently do not have a business presence outside of the United States and rely on third parties to conduct our
Oncophage operations in Russia. The reimbursement system in Russia is changing rapidly and has experienced .
serious funding and administrative problems;in its national and regional reimbursement programs. If we are
unable to obtain local distribution arrangements including favorable pricing and payment terms, and/or develop
appropriate logisticgl;procp§sqs for distribution of Oncophage, our commercialization efforts ‘would be adversely
affected. . L '

To date we have not been able to secure government reimbursement and there appears to be a limited
private-pay market in Russia. If we are unsuccessful in obtaining substantial reimbursement for Oncophage from
national or regional funds, we will have to rely on private-pay for the foreseeable future, which may limit or
prevent our sales efforts because the ability and willingness of patients to pay is unclear and many patients will
not be capable of paying for Oncophage by themselves. Because we have limited resources and minimal sales
and marketing experience, successful commercialization of Oncophage may not-materialize.. Furthermore,: we
may experience significant delays in the receipt of payment for Oncophage, or an inability to collect payments at
all SRS A S S

If we fail to obtain adequate levels of reimbursement for our product candidates there maybeno . . .
commercially viable market for these products, or the commercial potential of these products may be
significantly limited. L _v - :

Public dnd private insurance programs may determine that they will not cover our or our collaborative
partners’ product candidates. In Russia, Europe, and other countries-outside the United States, government-- -
sponsored health care systems typically pay a substantial share of health care costs, and they may regulate -
reimbursement levels of products to control costs. If we or our collaborative paitners are unsuccessfulin -
obtaining substantial reimbursement for our product candidates from national or regional funds, we will have to
rely on private-pay, which may-delay or prevent our launch efforts, because the ability. and. willingness of
patients to-pay for our:products is unélear. w o ’ : ‘ '

1t is possible that there will be substantial delays in obtaining coverage of our product candidates, or the -
product candidates of our licensees or collaborative partners, if at all, and that, if coverage is obtained, there may
be significant restrictions on the circumstances in which there would be reiriibursement. We ‘ate unable to predict
what impact any future regulation or third-party payer initiatives relating to reimbursement will have on our
sales.

If we fail to comply with regulatory requirements in the countries in which we conduct our business, if these
regulatory requirements change, or if we experience unanticipated regulatory problems, our commercial
- launch of our Prophage:Series product candidates could be prevented or delayed, or our product candidates
could be subjected to restrictions; or be withdrawn from the market, or some other action may be taken that
may be adverse to our business.
“Regulatory authorities generally approve products for particular indications. If an approval is for'a limited

indicatidi; this limitation reduces the size of the potential markét for that product. Product approvals, once
granted, are subject to continual review and periodic inspections by regulatory authorities. Later discovery of
previously unknown problems or safety issues and/or failure to c':omply. with applicable regulatory requirements
can result in; among othier things, warnitg letters, fines, injunctions, civil penalties, recall or seizure of products,
total or partial suspension of production, refusal of the government 6 renew marketing applications, complete’
withdrawal of a marketing application, and/or criminal prosecution, Such regulatory enforcement could have a
direct and negatiye impact on the product for which approval is granted, but also.could have a negative impact on
the approval of any pending applications for marketing approval of new drugs or supplements to approved: .. -
applications. ... : : : : S e
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-+ In-addition, .our operations and marketing, practices are subject to regulation and scrutiny by the:United
States government, as well as governments of any other countries in which we do business or conduct activities.
Because we are a company:operating in a highly regulated industry, regulatory authorities could take.
enforcement action against us in connection with our business and marketing activities for various reasons.

For example, our markenng and sales labelmg, and promotlonal activities in Russ1a are subject to local
regulations. If we fail to’comply with régulations prohlbltmg the promotion of products for non-approved -
indications or prodiicts for which marketing approval has not been granted, regulatory authorities could bring * -
enforcement actions against us that could inhibit our marketing capabilities, as well as result in penalties. In- -
addition, the United:States Foreign Corfupt Practices Act prohibits U.S: compatiies and their representatives from
offering, promising, authorizing, or making payments to foreign officials for the purpose of obtaining or retaining
business abroad. Failure to comply with domestic or foreign laws, knowmgly or unknowmgly, could result i in
various adverse consequences mcludmg possible délay in approval or refusal to approve a product, ‘recalls,
seizures, withdrawal of an approved product from the market, exclusion from government health care programs,
imposition of significant fines, mjunctrons and/or the 1mpos1t10n of c1v11 or cnmmal sarictions agamst us and/or
our officers or' employees. '

From time to time, new legislation is passed into law that could significantly change the statutory provisions
govemm ‘the ! approval manufacturmg, and marketmg of products regulated by the FDA and other globai health
authonnes 'Addltlonally, regulauons and guldance are often rev1sed or remterpreted by health agencres m ways

changes will be enacted; or whether regulatxons gurdance, or lnterpretatlons will change, and what the 1mpact of
such changes, if any, may be.

We able to make the Prophage Senes of cancer vaccmes avazlable in countnes 0ther than B
Russza or in, mdwatwns other than renal cell carcmoma. Lo ; ~

The Prophage Series R-100 is currently only approved for marketmg in, Russra as Oncophage for the
adjuvant treatment of kldney cancer patients, at intermediate risk for disease recurrence. The probabrllty and
tmung of subrmssmns and/or approval in any Junsdlctlon or mdlcauon for. this. product is uncertain. . __' R

‘ In 2008 we submltted a marketlng authonzatlon appllcatlon (“MAA”) to the European Medlcmes Agency ‘
(“EMA”) requestmg condrtronal authorlzanon of Oncophage in earher—stage locahzed kidney cancer.. After 1ts
rev1ew the Comrmttee for Medrcmal Products for Human Use (“CHMP”) of the EMA adopted a negatlve
opinion on our MAA and subsequently we withdrew our apphcatlon If we. contlnue to pursue a marketmg
authorization apphcanon for Oncophage with the EMA there is a high level of uncertamty\regardmg the
probablllty and tmnng ofa favorable outcome In addmon, even if we contmue thls pursu1t Oncophage may not
achieve approval in Europe because we may not successfully address issues assoc1ated w1th post-hoc analys1s, N
subgroup analysis, lack of 1mmunolog1cal data, product characterization, or other issues that may be of concern
to the EMA

The FDA has mdlcated that our Phase 3 clinical trials of Prophage Series'R-100 (Oncophage) and M-200°
cannot, by themselyes, support biologics license application (“BLA”) filings in the studies’ indications (renal cell
carcinoma and metastatic melanoma). The:signals and trends. observed in the Phase 3 renal.cell carcinoma and
melanoma trials;are based on data analysis of subgroups of patients, some of which were not pre-specified. While
the subgroup data might be suggestive of treatment effect, under current regulatory. guidelines the resuits: cannot
be expected, alone; to support registration or approval in-the United States, and our existing data may not support
registration-or.approval in other territories outside of Russia, including in Europe. Due to our lack of resources,
our ability to perform additional studies. may be limited. Furthermore, studies may.take years to complete and.
may fail to support regulatory filings for many reasons. In addition, our Prophage Series vaccines are a novel
class of patient-specific (derived from the patient’s:own tumor) oncology therapies, and-the FDA and foreign
regulatory agencies, including the EMA, which is: responsible for product approvals in Europe, and Health
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Canada, which is responsible forproduct approvals in‘Canada, have relatively'little-experience in reviewing. these
types of therapies. Therefore, Prophage Series product:candidates may ‘experience a long regulatory review ¢ .’
process and high development costs, either: of whichicoulddelay or prevent our commercialization‘efforts: " .

EEI BT R 1 £330 S SRR LY €5

Risks associated with doing business, internationally could negatively affect our business.

The Prophage;Series vaccine R-100 is currently only approved for-sale in Russia-as. Oncophage. Russia is an
evolving market and-regulatory, legal, and-commercial structures are less predictable than in more-mature i... . -,
markets. This unpredictability, as well as potential geopolitical.instability in the Russian. region;-could-negatively-
impact the regulatory and/or.commercial environment there, which-in turn-could haye:an:adverse effect on our. . -
business, .- AP Lo . : :

el

In addition, various other risks associated with foreign operations.may impact our,succe

L uC L e i
] ss--Possible risks - ..
include fluctuations.in the value of. foreign and domestjc currencies, disruptions in the import, export, and... . .,

transportation of patient tumors and.our product, the product and seryice needs of foreign.customers, difficulties,
in building and managing foreign relationships, the performance of our licensees or collaborators,.and ., ,
unexpected regulatory, economic, or political changes in foreign markets.

L U L AN PO T L S U L T R R PYP L N E ST Y ST E D LT e
-, Our financial pesition, results of operations, and cash flows can be affected by. fluctuations in foreign

curreney exchange rates, primarily forthe euro and the ruble, Movement in foreign currency exchange fates
ary significantly in the fufure and may affect period-to-period,

could cause revenue,or clinical trial costs to vary significantly ture and may,a -t
comparisons of our operating results. Historically, we have not hedged our exposure to these fluctuations in

exchange rates.

Our commercial and international operations experience and resources are limited and need to be
developed or acquired. If we fail to do so, our revenieés may be limited or ne existe ddition, we may
be required to incur significant costs and devote significant efforts to augient our éxisting capabilities.

2,0

As we have limited experience with commercial arid iniérnational dpérations, it may be difficultto
accurately estimate our costs. We currently do not havé ‘employees, manufacturing, or business operations "
facilities outside of the United States and we will rely significaritly on Consultants partners, and other third
parties'to conduct our sales, marketing, and distribution operations, If these third parties are unable to fulfill their
obligations this could have a materjdl adversé effect o ‘our comimercikliza
perform sales, marketing, and distribution functions ourselvés, we will face 4 fumb

including the need to recruit experienced marketing ‘and sales personnel; or incur ] ant ex]
addition; we may need to competé with other companies that have nore experienced an ‘better-funded
operations.'Where we have licensed our products to third-party collaborators or, licensees, we will be depe

dent *

Gt ey aeT e § e T RN ORI S P R N ST RSt T ; o2 iy W TETR T
on their commercial operations, salés and marketing expertise and resources, a s'we receive from

Ty g

those products will depend prifnaily on the sales and marketirig efforts of others. '
Our competitors in the biotechnology and pharmaceutical industries may have superior products‘,’ A
manufacturing capability, selling and-marketing expertise and/or financial and other resources. . -

" Our products-and the produets in dévelopment byout collaborative partriers‘ay fail:because of intense” -
competition from major pharmaceiitical companies and specialized biotechnology companies engagéd in'the -
developmerit of product candidates directed at cancer, inféttions:diseases and degénerative disorders. Several of
these companies have products that utilize technologies similar to cur Prophage Seriés and/or patieiit-specific or
other vactine based techniques; such as Dendreon anid Acceritia, as well as Iinmiincell-LC; ICT-107, DC-Vax- =
and CDX-110, being developed by Thnécell Corp; ImmuinoCelhilar Therapeufics,; Northwest Biotherapettics and-
Celldex, respectively, for treatment of patients-withinéwly diagnosed glioma, 7o il e e

R L el x N A TR AL B W A T e Te SRR G P T
There isno guarantee that-we: will be:able to compete with: potential future: products being developed by ot
competitors: For example, Oncophage may compete with therapiesicurrently in dévelopment for nonsmetastatic -
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renal cell carcinoma, such as Wilex AG’s Rencarex (WX- G250), which is in Phase 3 clinical trials. Addmonally,
sorafenib and suiiitinib, whrch are approved for advaticed renal cell carcinoma, are being studiedin " - :
non-metastatic renal cell carcinoma, and other products that have been developed for metastatic renal cell "~
carcinoma, such as temsirolimius, bevacizumab and pazopamb may also be developed for non-metastatic renal
cell carcinoma. As our Prophage Series vaccines are potentlally developed in: other indications, they.will face -
additional competition in'those indications. In addition, for'our Prophage Series: vaccires, and all of our product
candidates, prior to regulatory approval, we may compete for access to patients with other products in clinical
development, with products approved for use in the indications we are studying, or with off-label use of products
in the indications-we are studying. We anticipate that we will face increased competition ‘in the future as new
companies enter markets we seek-to address and scientific developments surroundlng mnnunotherapy and other '
tradrtronal cancer therap1es contmue to accelerate ‘ SRR

“-@ur patent to punﬁed QS-21 explred in'most térritories in 2008 Additional ; protectlon for our QS 21
propnetary adjuvant in combination with other agents is provided by our other patents.’Our licefise and
manufacturing agreements for QS-21 typically-provide'toyalties for at least 10 years after commercial launch:
independent of patent expiry. However, thére is no guarantee that we will be ableé to collect royalties in'the-
future. o : e e

We are aware of comipounds that claim to be identical to QS-21 that are being used in clinical trials. Several
other vaccine adjuvants are-in development and could compete' with QS-21 for inclusion in vaccines in O
development. These adjuvants inclide; but-are not limited to, oligonucleotides, under’ development by Pfizer,
Idera; Juvaris, and Dynavax, MF59 under developrient by Nevartis, I€31, under development by Intercell; and
MPL, under development by GSK. In-addition, atleast one company, CSL Limited, as well as acadennc S
institutions, are developing sapenin‘adjuvants, including denvatrves and synthet1c formulatrons T

Many of our competrtors including large pharmaceutical compames have greater ﬁnancral and human
resources: and more- experrence ‘than we do. Our competltors may RECHEE R '

Y commercrahze their product cand1dates sooner than we commerc1ahze our own; ’

« .- .:develop safer or more effectlve therapeutlc drugs or preventlve vaccmes ‘and’ other therapeutrc '
o products : : - : L ‘ '

. _1mp1ement more effecuve approaches to sales and marketmg and capture some. of our potentral market ‘
- share;

e establish superior 1ntellectual property’ pos1t1ons

* _ discover technologies that may result in medical insights or breakthroughs, which render our drugs or
' vaccmes obsolete, possrbly before they generate any revenue or

»  adversely affect our ability to recruit patients for our chmcal trials.

Manufacturing problems may cause product launch delays, unantzczpated costs, or loss of revenue streams.

If the demand for our Prophage Serres vaccines is substantrally greater than we antrcrpate our capacrty may
not be able to meet product demand: In addition; higher manufacturing loads: ‘may-result in higher manufacturmg
failure rates as the operation becomes more complex: We currently manufacture our Prophidge Series vacc1nes in-
our Lexington, Massachusetts facility and we inténd to continue using this facility to satisfy all demands for -
product. Whilewe believe we will be able.to cover all demands in the near-term, there is no guarantee that we-
will be dble to meet all future or unanticipated increases in demand, and a failure t6 do so could adversely affect
our business. Such demarnd ‘may- also limit our ability to manufacture product i ih support of clinical trials, and this
could cause a delay or failure in our Prophage Series programs:. Manufacturmg of Prophage Series vaccities is
complex, and various factors:couldcause ‘delays or an inability to supply vacc1ne Dev1at1ons in the processes
controlling manufacture could result in production failures. -~ - : : SR

19



.~ We can also manufacture other clinical products in our own. manufacturing facility. Our manufacturing
facility has support areas that it shares with the Prophage Series manufacturing areas. As we seek.to make
Prophage Series vaccines available in other territories, the applicable regulatory bodies may require.us-to make .
our manufacturing facility a single product facility. In such an instance,; we would no longer have the ability to.. .
manufacture products such as HerpV in our current facility..In order to prepare additional HerpV to support ;.
future clinical trials; we would then have to manufacture or have manufactured this product in an appropriate. . .,
alternative facility, - : K . , — . o

Currently, we do not manufacture QS-21 in our own manufacturing facility, and we have given two QS-21. -
licensees who have.the most.advanced QS-21 programs the right to manufacture QS-21 themselves or through
third-party manufacturers. If these licensees are unable to successfully manufacture or have manufactured QS-21,
the commercialization of the product candidates being developed by such licensees could be delayed or _
prevented, and we could lose important potential future revenue streams. We currently outsource.the manufacture
of QS-21 under an-agreement that expires in 2012. If we are not.able to renew this agreement we may have to. ..
identify an alternative manufacturing source or the investment of substantial funds would be required to.develop .
our own.manufacturing facility. We or our currently contracted supplicrsmay never have the abilityto .. -, -
manufacture commercial grade QS-21.

‘We currently rely upon and expect to continue to rely upon third parties, potentially including our
collaboratogs or:licensees, to produce:materials required to support our product candidates, preclinical studies, - |
clinical trials, and commercial efforts: A number, of.factors could cause production interruptions at.our - ... .
manufacturing facility or at our contract manufacturers or suppliers, including equipment malfunctions, labor or
employment retention problems, natural disasters, power outages, terrorist activities, or disruptions-in the .
operations of our suppliers. Alternatively, there is the possibility we may have excess manufacturing capacity:if -
product candidates do not progress as planned.

POMEAHE SEENROH L T e , e, SECPIE .

There are a limited number of contract manufacturers or suppliers that are capable of manufacturing our.. . -
product candidates or the materials used in their manufacture. If we are unable to do so ourselves or to arrange
for third-party manufacturing or supply of these product canididates or materials, or to do $o on commercially
reasonable terms, we may not.be able to complete development of these product candidates or commercialize
them ourselves or through our collaborative partners or licensees. Reliance on third-party manufacturers entails
risks to which we would not be subject if we manufactured products ourselves, including reliance on the third
party for regulafory"compliance, the possibility of breach of the manufactufing agreement by the third party
because of factors beyond our control, and the possibility of termination or non-renewal of the agreement by the
third party, based on its own business priorities, at a time that is costly or incenvenient for us.

" Manufacturing is'also subject to extensive govetnment regulation. Regulatory authorities must approve the
facilities in which human health care products are produced. In addition, facilities are subject to ongoing
inspections, and minor changes in manufacturing processes. may require additional regulatory approvals, either of
which could cause us to incur significant additional costs and lose revenue.

Y s

ATI?e d.rl'u;gﬁzklev»e;loﬁmer:t’;,and approv

5

/) process is ’ut'zg:evrtain, time-consuming, and expensive. .

o -Cliniceil, development, including preclinical testing and the process:of obtaining and maintaining regulatory:
approvals ,for;nethherapgeutic;.product_s, i,,svléngt\hy, expensive, and uncertain. It also can. vary substantially based .
on the: type,.complexity, and novelty of the product. We. must provide regulatory authorities with manufacturing,
product.characterization, and preclinical and clinical data demonstrating that our product candidates are safe and-.
effective before they can be-approved. for commercial sale. It may. take us many years to .complete our testing,:,; .-
and failure can occur at:any stage of testing. Interim results of preclinical studies. or clinical trials do not.
necessarily predict their final results; and acceptable results in early studies might not be seen in later studies.
Any preclinical or,clinical test may fail to produce results satisfactory to regulatory authorities for many reasons,
including but not limited to insufficient product characterization, poor study structure conduct or statistical - -;
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analysis planning, failure to enroll a sufficient number of patients or failure:to prospectively identify the most
appropriate patient eligibilitycriteria, and collectability of data. Preclinical and clinical data can be interpreted in
different ways, which could delay, limit, or prevent regulatory approval. Negative or inconclusive results from a
preclinical: study or clinical trial, adverse rned1ca1 events during a clinical trial, or safety issues resultmg from
products of the same class of drug could require a prechmcal study or cl1mcal trial to be repeated orcausea
program to be terrnmated even if othef studies or trials relatlng to the program are successful Asof
December 31; 2010; we have spent approx1mate1y 16 years and $281 9 rmlhon on our research and development
program 1n heat shock prote1ns for cancer o

The t1m1ng and success of a chmcal tr1a1 1s dependent on enrolhng sufﬁment patients in a t1me1y manner,
avoiding serious or significant ‘adverse patient reactions, and demonstrating efﬁcacy of the product candrdate in
order to support a favorable risk versus benefit profile, among other considerations. The timing and success of
our clinical trials, in particular, are also dependent on clinical sites and regulatory authorities accepting each
trial’s protocol stat1stlca1 analys1s plan product charactenzatlon tests and clinical data. In add1tlon regulatory
authontres may request add1t1ona1 1nformat10n or data that 1s not readrly avallable Delays in our ab111ty to
respond to such requests would delay, and fa11ure to adequately address concerns would prevent our
commercialization efforts.

Our existing Oncophage-data- may not support registration or approval in territories outside of Russia, "
including in:the’U:S.‘or Europe. Any additional studies may take years to complete and may fail-to support - . -
regulatory filings for:many reasons. In' October 2008; we submitted a MAA to the EMA, requesting conditional
authorization of Oncophage in earlier-stage, localized kidney cancer. After its review the CHMP of the EMA
adopted a negatlve opinion on this, MAA and subsequently we withdrew our apphcatlon We are currently
evaluatmg our optlons to determme whether and how to proceed with Oncophage in renal cell carcinoma.. If we
continue to pursue a MAA for Oncophage with the EMA there is a high level of uncertamty regardlng the
probab111ty and timing of a favorable outcome. In add1t10n even 1f we contmue this pursuit, Oncophage may not
achieve. approval in Europe Addltlonally, the FDA has indicated that our Phase 3 chmcal tnals of Prophage
Senes R- 100 (Oncophage) and M-200 cannot, by themselves support BLA ﬁhngs 1n the studies’ md1catlons
(renal cell carcinoma and metastatic melanoma). The s1gnals and trends observed i 1n these Phase 3 renal cell
carcinoma and melanoma trials are based on data analysis of subgroups of patients, some of which were not
pre-spec1fied While the subgroup data might be suggestive of treatment effect, under current regulatory. -
gu1dehnes the results cannot be expected alone to support reg1stratlon or approval in the Umted States. ..
Furthermore regulatory authontres mcludmg the FDA and the EMA, may have varying opinions of our product
charactenzatlon prechmcal and clinical trial data for our other product candidates, which could - delay, limit, or
prevent regulatory approval or clearance Delays or drfficultles in obtaining regulatory approvals or: clearances
for our product candrdates may: . 4 :

e adversely affect the marketing of any products we or-our licénsees-or collaborators'develop;
*  impose significant additional costs.on us or:our licensees or collaborators; -. - -
¢~ 'diminish any competrtrve advantages that we or our 11censees or collaborators may attam
e l1rmt our ab111ty to receive royaltles and generate revenue and proﬁts and.
. adversely affect our business prospects and ab111ty to obtain ﬁnancmg
Delays or- fallures in our rece1vmg regulatory approval for our product candldates in-a t1me1y manner may
result in us having to incur additional development expense and subject us-to having to secure additional :

financing. As a result we w111 not be able to commer01al1ze them in the t1meframe antrcrpated and our busmess
will suffer. ©
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New data from our research and development activities and/or resource considerations could modify our -
- strategy and'result in the need to adjust our projections: of timelines and ¢osts 'ofprogmms, e RN

* Because we are focused on novel technologies, .our research and development activities, including our.
nonclinical studies and clinical trials, involve the ongoing.discovery of new, facts and the generation of new data,
based on which we determine next steps for arelevant program. These developments can occur with varying
frequency and constitute the basis on which our business is conducted. We need to make determinations on an
ongoing basis as to which of these facts or data will influence timelines and costs of programs. We may: not,
always be able to make such judgments accurately, which may increase the costs we incur attempting to
commercialize our Jproduct candidates. ‘We monitor the likelihood of success of our initiatives and we may need

to discontinue fundmgof such activities if they do not J[')’rovp,to'bé Qt‘?mnj;crgially‘feasi.blé_;_.dh_c:' to our limited =

resources.

., We may need to Siccessfully address a number of technological challenges in ofdér fo compleis

development of our product égndidﬁiés.i’MQtédeféj:;tﬁésé,p'ro__clup,t candidates, may not be effective in treating any
disease or may prove to have undesirable or unintended side effects, toxicities, or other characteristics that may

preclude our obtaining regulatory approvals or preveiit or limit commercial use.

Failure-to enter into significant licensing,; distribution and/or collaboration, agreements may:hinder our
efforts.to develop and commercialize our product candidates and will increase.ourrieed to rely on other
financing mechanisms, such as sales of debt or.equity securities; to fund our.operations.. : .-.: - ..

"We'have been engaged in efforts io-enter into licensing, distribution"and/or collaborative agreements with
one or, more pharmaceutical or biotechnology companies to assist us with development and/or commercialization

of our ‘product candidates. If we are successful in entering into such agreements, we may not be ablé to negotiate
agreemenits with economic termis similar to those negotiated by other companies. We may not, for example,
obtain significarit upfront payments or substantial royalty rates. If we fail to enter into any such agreements, out
efforts’to develop ‘and/or comherdialize our pff)duc't's"'d}rf‘produét"c;indidatcs may be underinined. In addition, if
we do riot raise funds through any ‘siich agrecmehts, we will need to rely on other findncing mechanisms, such as
sales of debt :br"eqUity“séi:uﬁtiésf;'tQ fund our operations. TR e R e T T

a substantial agreement rélating to the potential development or commercialization of Oncophage or any of e
other Prophage Series vactines: Due'td thé anniouncements iri March 2006 that part I of our Phase 3 trial in renal
cell carcinoma did not achieve its pritary endpointin the intent to treat population, and in November 2009 thiat -
the CHMP adopted ‘a negative opinion oh dur MAA, and becatise companies thay be skeptical fegarding the * -
potential success of a patient-specific product candidate, many companies may be unwilling'to commit toan
agreement prior to receipt of additional clinical data, if at all. LT

Whilé we have been pursuing these business development efforts for several years, w’é?have"i'ioi?éﬁfércd,_i_ntp

In addition, we would consider license and/or ¢o-developmeiit opportunities to advance HerpV. This
product is at an early stage.and collaborative partners or licensees may.defer discussions.until results from early
clinical trials become available, or they may not engage in such discils_sions at all. Further clinical development
of HerpV will require a partner to support its-advancement. = =~ - hon oo

Because we rely on collaborators and licensees Jor the development and commercialization of some of our

product candidate programs, these programs ridy not prove successful, and/or we may not receive

significant payments from suck parties. = - e T e g e

' Part of our strategy is to develop and commercialize some of our product candidates by continuing our o

existing arrangements with academic and corporate collaborators and licensees and by entering into new
collaborations. Our success depends on our ability to negotiate such agreements and on the success of the other
parties in performing research, preclinical and clinical testing, completing regulatory applications, and
commercializing product candidates. For example, the development of Prophage G Series is currently dependent
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in large part on the efforts of our 1nst1tut10na1 collaborators such as the Bram Tumor Research Center at the
University of California, San Francrsco which is conductmg Phase 2 chmcal trials of Prophage Series G-100 and
G-200 for the treatment of -glioma: In addition, substantially all product candidates containing QS-21 depend on
the success of our:collaborative partners or licensees; and the Company’s relationships with these third parties.
Such product candidates deperid on the successful and adequate manufacture and/or supply of QS-21; and:our
collaborators and licensees successfully enrolling patients and completing clinical trials, being committed to
dedicating the resources to advance these product candrdates obtalmng regulatory approvals, and‘successfully
commercrahzmg product candrdates . : : »
These development activitieStmay fail to.produce:marketable products due to unsuccessful results or =% - =
abandonment of these programs; failure to enter-into future collaborations or license agreements, or the inability -
tormanufacture product supply. requirements for our collaborators and licensees. For example, an undisclosed’
infectious disease Phase 3 program has been: discontinued by.one-of ourcollaborators, and in August-2006;::: =::
Pharmexa A/S announced a decision to cease dosing patients in their Phase 2 clinical trial.of their HER-2 Protein
AutoVac™ breast cancer vaccine containing our QS-21 adjuvant, after it was determined that the trial was
unhkely to.meet 1ts pnmary endpornt Several of our- agreements also requrre us to transfer 1mportant nghts and

we will not control the nature; ‘timing, or cost-of br1ng1ng these product candldates to’ market Our collaborators
and licensees could choose not to devote resources to these arrangements or, undér certain circumstances, may
terminate these atrangements early. They may cease pursuing product candidates of ‘eléct to collaboraté with -
different companies. In addition, these collaborators and licensees; outside of théir arrangements with usymay :
develop technologies or products that are competitive with those:that we are déveloping; From time to time; wé -
may-also become involved in disputes with' our collaborators or licensees. Stich disputes could tesult in the -
incurrence of significant expense, or the termination: of collaborations. We may be unable to fulfill all of our* -
obligations to our collaborators, which may result in the termination of collaborations. As a result of these
factors, our strateg1c=collaboratlons may ot yreld revenue. Furthermore we indy be unable to-enter into new
collaborations or enter into hew' collaborations on favorable: terms: Failure to génerate significant fevenue from ,
collaborations would increase our-need to-fiund our operat10ns through sales of debt or equ1ty securmes and .
would negatlvely affect our busmess prospects SRR e R : :

If we are unable to punf_‘v heat shock protems we may have dzfﬁculty successfully zmtzatmg or completmg . ‘.
our clinical trials, and, even if we do successfully complete our clinical trials, generating slzable market,
potential.

Depending on the type and stage of cancer and. the. patient population, our ability to successfully develop-and
commercialize the Prophage Senes vaccines for a partlcular cancer depends in part.on our ability to purify heat
shock proteins from that type of cancer. If we experience dlfﬁcultres in purifying heat shock proteins fora
sufficiently large’ number of patients in our clinical trials, we may face delays in enrolling sufficient patlents and
subsequently utilize more internal resources t6 satisfy enrolment requiremerits. Manufactunng failures may’ ‘also’
lower the probability of a successful analysis of the data from clinical trials and, ultimately, the ability to obtain
regulatory approvals We have successfully manufactured product across many different cancer types, however, the
success Tate per indication has vaned We have evolved our manufactunng processes to better accommodate a wider
range of tumor types. Our current manufactunng technolog1es have been successful in manufacturmg product from
approxrmately 92% of the RCC tumors received and approxrmately 90% of the tumors received for patlents .
enrolled in our ongomg clinical trials in ghoma We expect to contlnue to, devote resources to allow fora better '
evaluatlon of tumor characterrstlcs and screemng methods inan attempt to 1ncrease manufacturmg success rates

We may encounter problems with other types of cancer or patients, such as pédiatric patients, as vve"exparid'
our research If we cannot overcome these problems the number of cancer types that our heat shock protem

candldates we may not be ablet to rephcate past manufactunng success rates and we may face clalms from
patients for' whom 'we are unable to prodice a vaccine.
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If we fail to sustain and Jfurther build our intellectual property rights, competitors will be able to take
. advantage of our research and development efforts to develop competing products.. . E

. If we are not-able to protect our proprietary technology, trade secrets, and know-how, our competitors may. -
use our inventions to-develop competing products. We currently have exclusive: rights to 73 issued United States:
patents and 117 issued foreign-patents. We. also have exclusive rights to 4 pending United States patent .
applications and 29 pending foreign patent:applications. However, our patents may not protect us-against our
competitors. Our patent positions, and those of other pharmaceutical and ‘biotechnology companies, are generally
uncertain and involve complex legal, scientific, and factual questions. The standards which the United States - -
Patent and Trademark Office uses to grant patents, and the standards which courts use to interpret patents, are not _
always applied predictably. or-uniformly. and can change, particularly as new technologies develop. - - .
Consequently, the level of protection, if any, that will be provided by, our patents if we attempt to enforce them,:
and they are.challenged, is:uncertain. In addition; the type.and extent of patent claims that will be:issued to us in
the future'is uncertain.. Any patents that are issued may not contain claims that permit us to'stop competitors from
using similar technology. . - .. - -~ .7~ - e S SR :

.Furthermore, the product development timeline for biotechnology products is lengthy and it is possible that.
our.issued patents covering our product candidates in the United States and other jurisdictions may:expire.prior
to commercial launch. In addition; because our patent on QS-21. composition of matter has already expired in
virtually all territeries, we are limited to protecting certain.combinations of QS-21 with other adjuvants-or _
formulations of QS-21 with other agents, #©.8., excipients that improve performance of:the compound. However, .
there is no guarantee that a third party would. necessarily choose to-use,QS-21 in combination with such .
adjuvants or formulate it with the excipients covered by our patents;, We are aware of at least one other party. that
makes a synthetic-version of QS-21; claimed by such party to be equivalent in activity to natural QS-21, and has
also developed derivatives of QS-21 which have shown-biological activity. . R : s R

In addition to our patented technology, we also rely on unpatented technology, .trade secrets, and . . . .
confidential information. We may not be-able: to.effectively. protect ourirights to.this technology or information.. -
Other parties may independently. develop substantially equivalent information and techniques or otherwise gain..
access to or disclose our technology. We generally require each of our employees, consultants, collaborators, and
certain contractors to execute a confidentiality agreement at the commencement of an employment, consulting,
collaborative, or contractual relationship with us. However, these agreements may not provide effective
protection of our technology or information; or in thé event of unauthorized use or disclosure, théy may ot

provide adequate remedies.

We may incur substantial costs as a result of litigation or-othér proceedings relating to patent and other

intellectual'property rights, and we may be unable to protect our rights in, or to-use, our technology. '
There h_h;sb beer;: s_qt?sténtial litigatién and other érdccéd{ings regarding "pa‘tent and other intéliéétual ppop‘er,ty
rights in the pharmaceutical and biotechnology industries. We may become a party to patent litigation or other .

proceedingsfega:di_ng jhtellcctual propgrty rights.

* If we choose to go to court to stop someone else from using the inventions claimed in our patents, that
individual or company has the right to ask a court to rule that our patents are invalid and should not be enforced
against that third party. These lawsuits are ex’pens‘live‘andf'\iyguld:cod_s'ume time and other resources even if we
were successful in stopping the infringement of our patents. In addition, there is a risk that the court will decide
that our patents are not valid and that we do not have the right to stop the other party from using the claimed. .
inventions. There is also the risk that, even if the validity of our patents is upheld, the court will refuse to stop the
other party on the grounds that such other party’s activities do not infringe our patents,

‘ vW_'e' may niot have fights under some patqnt‘s}vor‘.patvent applications réiated to some of our ex13t1ngand _
proposed products or processes. Third parties may own or control these patents and patent applications in the
United States and abroad. Therefore, in some cases, such as those described below, in order to develop, use,
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manufacture, sell, or import some.of our existing or proposed products, .or-develop or-use some of our:existing or
proposed processes, we.or our collaborators may choose to seek, or be required to.seek, licenses under thn'd-party
patents issued in the United States and abroad, or-those that might issue from United States and foreign patent. .
applications. In such an event, we likely would be required to pay license fees or royalties or both to the hcensor
If licenses are not available to us on acceptable terms we or our collaborators may not be able to explort these
products or processes : o e = : ‘
Furthermore a third party may clarm that we are us1ng mventlons covered by such th1rd party s patents or
other intellectual property rights and may go to court to stop us from engagmg 1n our normal operatlons and
activities. These lawsuits are expensive. 'Some of our competltors may be able to' sustain- the ¢ost of such **
11t1gat10n or proceedmgs more effectrvely than we can because of- therr substantlally greater financial resources.”
There is a risk that'a-court would decide that we are 1nfr1ng1ng the th1rd—party s patents and would order Us'to *
stop the activities covered by the patents. In addition, there is 4 risk that‘a court will order us to pay the other
party substantial damages for having violated the other party’s patents. The biotéchnology industry has prodiiced
a proliferation of patents, and it is not always clear to industry participants, including us, which patents cover
various types of products. The coverage‘of pateritsis subjéct to interpretdtion by the‘courts; and the 1nterpretatlon
is not always uniform. Moreover, patent holders sometimes send communications to a number of companies'ifi-
related fields suggesting possible infringement, and we, like a number of biotechnology companies, have. . -
received such communications in the past.and may receive others in the future. If we are sued for patent @ ;-
infringement, we would need to demonstrate that our products either do-not infringe the patent claims of the::. .-
relevant patent and/or that the patent claims are invalid, which we may:not be able to do. . Proving invalidity,.in;.
particular, is difficult, since it requires a showing of clear and convmcmg evidence to overcome the presumpﬂon
of vahdrty -enjoyed by issued patents S een T e me L

4

If patent 11t1gat10n or r other. proceedmg is resolved agalnst us We Or our. hcensees or collaborators may be
enjoined from using, manufactunng, selling, or importing our products Or processes w1thout a hcense from the .
other party, and we.may be held liable for. s1gn1ﬁcant damages -We. may not be able to.obtain any reqmred
licenses on commercially acceptable terms:or at all. S

Uncertamtles resultmg from the 1n1t1at1on and contmuatlon of patent ht1gatlon or other proceedmgs could
have a material adverse effect on our ab1]1ty to enter into collaboratlons with other entities, obtain ﬁnancmg, or..
compete in the marketplace Patent lmgatlon and other proceedmgs may also absorb s1gmﬁcant management
time and other resources.

- If we fail to.comply with our: obllgatwns in our mtellectual property lwenses wrth thtrd pames, we couid
lose license rights that are important to our business. - ‘ S e

We are a party to various license agreements under which we receive the right to practice and use important
third-party-patent rights and we-may enter into'additional licenses in the future. Our existing licenses imposé; and
we expect future licenses will impose, various diligence, milestone payment, royalty, insurance, and other i r; - -
obligations on us. If we fail to comply with these obligations, the licensor may have the right to terminate the
license, in which event-we might not be able to market any product that is covered by the licensed patents. * - .-

If we fail to retain.the services of,.and/or maintain positive relations with, key individuals and our
employees, we may not.be able to achieve our strategic and operational. obJectwes :

Garo H. Arinen, Ph.D., the Chairman of our Board of Directors and our Chief Executive Officer, co-founded
the Company in 1994 with Pramod K. Stivastava, Ph.D., and has been‘and ¢ontifues to be integral to bulldmg
our company and developing our technology. If Dr. Armen severéd his relationship with Agenus our business -
may be adversely impacted. T T L v g

Effective December 1, 2005, we entered into an employment agreement with Dr. Armen. Subject to the
earlier termination as provided in the agreement, the agreement had an original term of one year and is-
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automatically-extended thereafter: for successivé terms of one year each, unless-either patty provides notice to the
other at least ninety days prior to the expiration of the original or any extension term. Dr: ‘Armenplaysan'-

important role in our day-to-day activities. We do not carry key employee irisuirance policies'for Dr. Armen or - -
anyother employee. .ot o et LT T T R

Dr. Srivastava curfently has a consultihg agreement with us pursuant to which he is retained to provide, ..
advice and services to Agenus from time to time. This agreement has an initial term ending March 31, 2011.

Ve also rely. reatly on engaging and retaining othr highly trained and experienced senior management and
scientific and eperations personnel and consultants. The competition for these.and other qualified personnel in
the biotechnology field is. intense. In order to reduce our expenses, we have eliminated certain employee benefits;:

restructured our business, and redued staffing levels. This restructuring has eliminated any redundancy in skills
and capabilities in key areas. If we are not able to aftract and retain qualified personnel; we may not be able to

achieye our strategic and operational objectives.

 Wemay face litigation that could result in substantial damages and may divert management’s time and.
attention from our. business. Yt e ey ST

Agenus, our'Chairman and Chief Executive Officer, Garo'H. Armen, Ph.D., and'two investinent banking -
firms that setved as underwriters in our initial public offering were named as defendants in ‘a féderal ¢ivil class' -
action lawsuit in the United States District Court for thé Southern District of New York. Substantially ‘similar
actions were filed coricernifig the initial public offerings for imiore than 300 different issuers, and the casés were

coordinated for pre-tiial purposes-as In re Initial Public Offering Securities Litigation; 21 MC 92. The suit alleges
that the brokerage arms of the investment banking firms charged secret excessive commissions to'certain of their
customers in return for allocations of our stock in the offering. The suit also alleges that shares of our stock were
allocated to certain of the investniént banking firms’ customers based upon'agieements by $tch customers to _
purchase additional sharés of our stockin the secondary market. 'The parties have reached a global settlemént of
the litigation. ‘Under the séttlément, the insurérs will’pay the full amount'of settlement share allocatéd to the-
defendants, and the defendants will bear no financial liability. Agenus ‘anid the Gther defendants Wil recéive
complete dismissals from the case. In October 2009, the Court entered an order granting final approval of the
settlernent, and subséquently judgment was entered, Various objectors have filed appeals. If for any reason the
settlement does not become effective, We believe'we have meritorious defenses to the claims and intend to
defend the action vigorously. We are unablé‘to predict the likelihood of an unfavorable outcome ‘or estimate our
potential liability, if any. e o
In.addition, we may currently.be, or:may become inyolved in additional litigation.- Any such litigation could

R

be expensive in terms of out-of-pocket costs and management time, and the.outcome of\any suchlitigation is
uncertain. ) _ _
S A A L T T IR S

may not be sufficient to:icover us for future claims. - =~ -

PN . e

- Ourdirectors-and officers insurance’policies provide:$30.0 million of coverage. This insurance coverage
Product liability-and other claims against'is may reduce deviand for our products andlor resiilt in
substantial damages.

We face an inhérent risk of product liability ¥xposure relatéd to testing otir product ‘candidates in human
clinical trials and commercial sales of Oncophage in Russia, and may face even greater risks'if we sell
Oncophage in other territories and/or sell our other product candidates commercially. An individual may-bring a

product liability claim against us if Oncophage or one of our product candidates causes, or merely appears to - - -
have caused, an injury. Product liability claims:may result in: : : .

*  decreased demand for Oncophage or our product candidates;
* ... regulatory investigations;

*  injury to our reputation; i . i L : PRI IR RRERN R S
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» . withdrawal of clinical trial volunteers
o ) costs of related lmgatlon and

¢  substantial monetary awards to plamtrffs oo

-We manufacture:the Prophage Series vaccines from a patient’s cancer cells, and medical professionals must
inject the vaccines into the'same patient from which they were manufactured: A patient may sue us if a hospital, -
a shipping company, or we fail to deliver the removed cancer tissue or that patient’s Prophage Series vaccine. We
anticipate that the logistics of shipping will become more complex if the number of patients we treat increases
and that shipments of tumor and/or Prophage Series vaccines may be lost, delayed, or damaged. Additionally,
complexities unique to the logistics of commercial products may delay shlpments and limit our ability to move
commercial product in an éfficient manner without incident. To date, we have obtained transportation insurance
coverage for commercial Oncophage being shipped to Russia. We do not have any other insurance that covers
loss of or damage to the Prophage Series vaccines or tumor material, and wé:do not know whether such insurance
will be-available to us at a reasonable price or at all. We have limited product liability coverage for use of our. -
product candidates. Our product liability policy provides $10.0 million aggregate coverage and $10.0 million per-
occurrence coverage. This limited insurance coverage may be insufﬁcient to fully cover us for future claims.

If we do not comply with envmmmental laws and regulattons, we may mcur stgmﬁcant costs and potentlal
dtsruptwn to our busmess ‘ ~

We use hazardous, mfectrous and radloacuve matenals, and recombmant DNA in our, operatlons whlch
have the potential of bemg harmful to human health and safety or the environment. We store these hazardous
(flammable, corrosive, toxic), infectious, and radioactive materials, and various wastes resulting from-their use,
at our facilities pending use and ultimate disposal. We are subject to.a variety. of federal, state, and local laws and
regulations governing use, generation, storage, handling, and disposal of these materials.:We may incur .
significant costs complying with both current and future environmental health:and safety laws and regulations. In
particular, we are subject to regulation by the Occupational Safety and Health Administration, the Environmental
Protection Agency, the Drug Enforcement Agency, the Department of Transportation, the Centers for Disease
Control and Prevention, the National Institutes of Health, the International Air Transportation Association, and
various state and local agencies. At any time, one or more of the aforementioned agencies could adopt "~
regulations that may affect our operations. We are also subject to regulation under the Toxic Substances Control
Act and the.Resource Conservation Development programs. :

Although we believe that our current procedures and programs for handling, storage, and disposal of these -
materials.comply. with, federal, state, and local laws and regulations, we cannot eliminate the risk of accxdents
mvolvmg contamination from these. materials. Although we have limited pollutlon liability coverage ($2.0 ,
million) and a workers compensation liability policy, we could be held liable for resulting damages in the event
of an accident or acc1denta1 release, and such damages could be substantjally:in excess of any available insurance
coverage and could substantlally dlsrupt our business. . o

Risks Related to our Common Stock .
‘The unafﬁllated holders of certam converttble secuntzes have the nght to convert such secuntles mto a ’
substantlal percentage of our outstamlmg common. stock :

- According to publicly filed documents, Mr. Brad M. Kelley beneﬁcmlly owns 5 546 240 shares of our:
outstanding common stock and 31,620 shares of our series A convertible preferred stock. The shares of preferred
stock are currently convertible at any time into.2,000,000-shares of common stock at an initial conversion: price
of $15.81, are non-voting, and carry a 2.5% annual dividend yield. If Mr. Kelley had converted all of the shares™:
of preferred stock on December 31, 2010, he would have held approximately 7% of our outstanding common
stock. We currently have a right of first refusal agreement with Mr. Kelley that provides us with limited nghts to
purchase certain of Mr. Kelley’s shares if he proposes to sell them to a third party.
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Mr. Kelley’s substantial ownership position provides him with the ability to substantially influence the
outcome of matters submitted to our stockholders for approval. Furthermore, collectively, Mr. Kelley and Garo
Armen, our CEO, control approximately 11% of our outstanding common stock as of December 31,2010,
providing ability, if they vote in the same manner, to determine the outcome;of matters submitted to a -
stockholder vote. If Mr. Kelley were to convert all of his preferred stock into common stock, the combined total
would increase to 12%. Additional purchases of our common stock by Mr. ‘Kelley:also would incréase both'his
percentage of outstanding voting rights'and the percentage combined with our CEQ. While Mr. ‘Kelley's shares "
of preferred stock-do not cairy voting righits, the shares. of common stock issuable upon conversion cairy:the: : - -
same voting rights-as other shares of common stock. = - R TP H R A
Our stock may belde,l_i.s"t{é'd_ﬁ'ghi\‘_thlé: Nasdag Capital Market, which could affect its market priceand

Our common:stock is curtently: listed-on the Nasdaq Capital Market under the: symbol “AGEN.” In the event
that we fail to satisfy any of the listing requirements, our common stock may:be put undei-review or removed :
from the listing on the Nasdaq Capital Market, = - <© ¢ . . oaowoe s T SESNGRNE

On March 3, 2011, we were notified by the Listing Qualifications Staff of Nasdaq (the “Staff”) indicating
that we are not in compliance with the Nasdaq Marketplace Rule 5550(a)(2) (the “Bid.Price Requirement”). - .
because the bid price for our common stock had closed below the minimum $1.00 per share requirement for 30
consecutive business days. In accordance with Nasdaq Marketplace Rule 5810(c)(3)(A), we have been provided
180 calendar days, of-until August 30; 2011; to‘regain compliance with thie Bid Pricé Requirement. '

If compliance is not:demonstrated withiin thé applicable compliance period, the Staff will notify us that our "’
securities will be delisted from:the'Nasdaq Capital Market. However, we may appeal thé Staff’s deteriination to-
delist our securities to a Hearings Panel. During any appeal process; shares of our common stock would continue
to trade on the Nasdaq Capital Makét. There can be 1o assurance that we will meet the requirements for
continued listing on the Nasdaq Capital Matket or whethér-any appeal would be granted by the Hearings Panel.

Provisions in our organizational documents could prevent or frustrate attempts by, stockholders to replace
our current management. . . . " Lt e
Our certificate of incorporation and bylaws contain provisions that could thake it more difficult for a thitd *
party to acquire us without the consent of our Board of Directors. Our certificate of incorporation provides for a
staggered board and removal of difectors only for catse. Accordingly, stockholders may elect only a-minority of
our Board at any annual meeting, which may have the effect of delaying or préventing changes in management. '
In addition, under our ceftificite of incorporation, our Board of Directors may issue additional sharesof preferred
stock and determine the terms of those shares of'stock without any further action by our stockholders. Our~ *
issuance of additional preferred stock could make it moré difficult for a ‘third party to atdire a majority of our
outstanding voting stock and thereby effect a change in the composition of our'Board of Directors. Our cértificate
of incorporation also provides that our stockholders may not take action by written consent. Our bylaws require
advance notice of stockholder proposals and director nominations and permit only our President or 2 majority:of
the Board of Directors to call a special stockholder meeting. These provisions may have the effect of preventing

or hindering attempts by our stockholders to replace ‘our current management, In addition, Delaware law
prohibits a corporation from engaging in a business combination with any holder of 15% or ot of its'capital
stock until the holder has held the:stock for three years-unless, among other possibilities, the board-of directors
approves the transaction. Our Board of. Directors may use:this provision to prevent.changes in our. management. -
Also; under applicable Delaware law, our Board of Directors: may adopt-additional anti-takeover measures;in the

TRy Pk B
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Our stock has hlstoncally ‘had low tradmg volume; and its publtc tradzng pnce Has been volattle R

‘ Between our; 1mt1a1 pubhc offerrng on February 4, 2000 and December 31 2010 and for the year ended
December 31, 2010 the closing price of our comimon stock has fluctuated between $0 30 and $52 63 per share
and $0.60 and $1.38 per share, respectively. The average daily trading volume for the year ended December 31,
2010 was approximately 1,103,000 shares. The market may experience significant price and volume. fluctuations
that are often unrelated, 10 the operating performance of individual companies. In addition to general market
volatility, many factors may have a significant adverse effect on the market price of .our stock, 1nc1ud1ng

e -'cont1nu1ng operatmg losses which we expect over the next severa] years as we contmue our R
'development act1v1t1es T oo

IR announcements of. dec1srons made by pubhcxofﬁcrals e R Ve VL TR US P
Sl results of our prechmcal studies and chmcal tnals ( ' N ,
o announcements of new collaboratlon agreements with strateglc pa.rtners or developments by our. . :. :
existing collaborative partners;

¢ announcements of technological innovations, new commercial products, failirés of products, or =
progress toward commercialjzation by our competitors-or peers;:: -

* + - developrients concerning ‘proprietary rights, icluding patent and 11t1gat10n matters,

¢ publicity regarding actual or potential results with respect to product candidates under development
and

* . quarterly fluctuations in our financial results. -. .

The sale of a significant number of shares could cause the marketﬁﬁce ‘of our stock to decline.

. The sale by us or the resale by stockholders of a significant mimber of shares of:our common stock could
cause the market price of our common stock to-decline. As of December:31; 2010; we had dpproximately
111,625,000 shares of common stock outstanding. All of these shares are eligible for sale on the Nasdaq Capital -
Market, although certain of the shares are subject to sales volume and other limitations. We have filed
registration statements to permit the sale of approximately 25,437,000 shares’ of common stock under our equlty
incentive plan and certain equity plans that we assumed in our acquisitions of Aqulla Biopharmaceuticals, Inc.
and Aronex Pharmaceuticals, Inc. We have also filed registration statements to permit the sale of 1,000,000
shares of common stock under our employee stock purchase plan, to perrmt the sale of 450 000 shares of
common stock’ pursuant t6 various pnvate placement agreements As of December 31 2010 an aggregate of
39.3 million shares remain available for sale under these reg1strat1on statements. The market price of our’
common stock may decrease based on the expectation of such sales.

As:of December 31, 2010, options.to purchase 7,272,850 shares of our coriimon stock with-a weighted -
average. exercise price per share of $2:24 were outstanding. Many of these options dre subject to vesting that -
generally occurs over.a. period of up to four years followmg the date of grant As: of December 31, 2010 we have
513,449 nonvested shares outstandmg ~ : oy ' :

Because we are a small pubhc company we beheve we have beeri dzsproportzonately negaavely lmpacted by
“the Sarbanes-Oxley Act of 2002 and related regulatzons which. have mcreased our costs m the past and have
requtred addmonal management resources

The:Sarbanes-Oxley ‘Act of 2002 and rules adopted by the SEC and the: Nasdaq have resulted in s1gmﬁcant
costs to us.In particular, our efforts to comply: with Section 404 of the Sarbanes-Oxley Act of 2002 and related
regulations regarding the required assessment of our internal control over financial reporting, and our -
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independent registered public-accounting firm’s audit of internal control over:financial reporting, have required
commitments of significant management time. We expect these cpmmitment_s to continue. Additionally, these
laws and regulations could make it more difficult for us to attract and retain qualified members for our Board of
Directors, particularly independent directors, or qualified executive officers. " ' S

* " Our internal ‘control over finan¢ial reporting (as defined in Rules 13a-15-of the Securities Exchange Act) is a
process-designed to provide reasonable assurance regarding the reliability of financial reporting and the ‘
preparation of our consolidated financial statements for external purposes in accordance ‘with U:S. generally = -

_accepted accounting principles. Because of its inherent limitations, internal control over financial reporting may
not prevent or detect all deficiencies or weaknesses in our financial reporting. While our management has
concluded that there were no material weaknesses in our internal control over financial reporting as of

- December 31, 2010, our procedures are subject to the risk that our controls may become inadequate because of
_ changes in conditions or as a result of a deterioration in compliance with such procedures. No assurance is given

that our procedures and processes for detecting weaknesses in our internal control over financial reporting will be
effective. i e SR SRR f o R :

Item 1B. Unresolved Staff Comments

We have received no written commehts from the staff of the SEC regarding our periodic or current reports
that (1) we believe are material, (2) were issued not less than 180 days before the end of our, 2010 fiscal year, and
(3) remain unresolved. R ‘ . '

Item 2.  Properties
We maintain our corporate offices in Lexington, Massachusetts, in a 162,000 square foot facility under a

lease agreement that terminates in August 2013. We have an option to renew this lease for two additional
ten-year period§. We have sublet :a‘p(/n;tion of this facility. )

In addition, we leased approximately 40,(_)00_square feet of laboratory, office, and manufa'cturing-space in
Framingham, Massachusetts under a lease agreement that terminated in September 2010. We had sublet this
entire facility. e . : o : . S

. .We also lease ?pprok\ixﬁétély 5{_,400vsqu‘are' feet in é.n‘oflﬁce building in: New York, New York. 0ur New '

York lease terminates in April 2012.

We;belieVe,s:ubsta:mt”ially all of our property and eqlﬁpment is in good :condition and that Wé have SUfﬁéient
capacity to meet our current operational needs. We do not anticipate experiencing significant difficulty in
retaining occupancy of any of our manufacturing or office facilities and will do so through lease renewals prior to

expiration or through replacing them with equivalent facilities.

Item 3.  Legal Proceedings .

Agenus, our Chairman and €EQ, Garo H. Armen, Ph.D., and two investment banking firms that served as
underwriters in our initial public offering were named as defendants in a federal civil class action lawsuit in the -
United States District Court forthe Southern District of New York. Substantially similar actions were filed
concerning the initial public offerings for more than 300 different issuers, and the cases were coordinated for -
pre-trial purposes as In re Initial Public Offering Securities Litigation, 21 MC 92. The suit alleges that the
brokerage arms of the investment banking firms charged secret excessive commissions to certain of their -
customers in return for allocations of our stock in the offering. The suit also alleges that shares of our stock were
allocated to certain of the investment banking firms’ customers based upon agreements by such customers to
purchase additional shares of our stock in the secondary market. The parties have reached a global settlement of
the litigation. Under the settlement, the insurers will pay the full amount of settlement share allocated to the
defendants, and the defendants will bear no financial liability. Agenus and the other defendants will receive -
complete dismissals from the case. In:October 2009, the Court entered an.order granting final approval of the
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settlement, and-subsequently judgment was entered. Various objectors have filed appeals. If.for any reason the
settlement does not become effective, we believe: we have meritorious defenses to the claims and intend to::
defend the action vigorously. We are unable to predict the likelihood of an unfavorable outcome or. estlmate our ;
potentlalhablhty, 1fany R T R S S S B AV U R : R

We‘ may currently be a party, or may'become aparty, to other legal proceedings, claims and investigations
that arise in the ordinary course of business such as, but not limited to, patent, employment, commeréial and* -
environmental matters, as well. While we currently believe that the ultimate outcome of any of these proceedings
will not have a material adverse effect on our financial position, results of operations, or liquidity, litigation is
subject to inherent uncertainty. Furthermore, litigation consumes both cash and management attention.

Item 4. (Removed and Reserved)
Executive Officers of the Registrant

Set forth below is certain information regarding our current and certain former executive officers, including
their age, as of March 1, 2011:

Name ﬁ %

Garo H. Armen, Ph.D. .... 58 Chairman of the Board and Chief Executive Officer
Shalini Sharp ............. 36 Vice President and Chief Financial Officer

Christine M. Klaskin ....... 45 Vice President, Finance and Principal Accounting Officer
Karen H. Valentine ........ 39 Vice President and General Counsel

Kerry A. Wentworth ....... 38 Vice President, Clinical, Regulatory & Quality

Garo H. Armen, PhD—Dr. Armen is Chairman and Chief Executive Officer of Agenus Inc., the
biotechnology company he co-founded with Pramod Srivastava in 1994. From mid-2002 through 2004, he was
Chairman of the Board of Directors for the biopharmaceutical company Elan Corporation, plc. Dr. Armen is also
the founder and President of the Children of Armenia Fund, a charitable organization established in 2000 that is
dedicated to the positive development of the children and youth of Armenia.

Shalini Sharp—Ms. Sharp is Chief Financial Officer of Agenus Inc. Prior to joining Agenus Inc. in 2003,
Ms. Sharp was director of strategic planning at Elan Corporation, plc., where she served as chief of staff to the
chairman of the board during the restructuring process and drove to completion a number of strategic corporate
and financial transactions. Ms. Sharp was previously a management consultant at McKinsey & Company,
specializing in pharmaceuticals and medical devices. Ms. Sharp received her BA and MBA from Harvard
University.

Christine M. Klaskin—Christine M. Klaskin is Vice President, Finance and Principal Accounting Officer.
Since joining Agenus Inc. in 1996 as finance manager, Ms. Klaskin has held various positions within the finance
department and has been involved in all equity and debt offerings of the Company including its IPO. Prior to
joining Agenus, Ms. Klaskin was employed by Arthur Andersen as an audit manager. Ms. Klaskin received her
Bachelor of Accountancy from The George Washington University.

Karen H. Valentine—Karen Higgins Valentine is Vice President and General Counsel and also serves as
Secretary and Chief Compliance Officer of the Company. Prior to joining Agenus Inc. in 2004, Ms. Valentine
was an associate in the biotechnology practice of Palmer & Dodge LLP (now Edwards, Angell, Palmer & Dodge
LLP). While at the law firm, she provided corporate law services to a broad range of both public and private
corporations, and developed an expertise in the areas of licensing and strategic collaborations. Ms. Valentine
graduated cum laude with a bachelor’s degree in neuroscience from Colgate University, and received her law
degree, magna cum laude, from Boston University School of Law.
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“Kerry A. Wentworth—XKerry Wentworth is Vice President, Clinical, Regulatory & Quality. Before j Jjoining
Agenus Inc. ih 2005, Ms: Wentworth served as senior diréctor*of régulatory affairs at Genelabs Technologies,
where she was responsible for the business’ regulatory and quality furié¢tions. There she focused on the late: -stage
clinical development and subsequent US and European commercial application filings for the company’s lead
product Prestara™. Prior to Genelabs, Ms. Wentworth held various positions in regulatory affairs at Shaman
Pharmaceuticals and at Genzyme Corporation. Ms. Wentworth received-a BS in pre- vetermary medlcme from the
Uruvers1ty of New Hampshue o R -

“'Xl-" .
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Item 5. Market for Regtstrant’s Common Equzty, Related Stockholder Matters and Issuer Purchases of
Equity Securities
Our common stock is currently 11sted on The Nasdaq Capital Market under the symbol “AGEN ?

The following table sets forth, for the perlods 1nd1cated the hrgh and low sale pnces per share of our
common stock.

o

High Low

2009 _ L , '

First Quarter ................ A L .0 80.60  $0.19

Second Quarter ........ M e e © 334 043

Third Quarter ............. et e e et . 3.11 1.46

Fourth Quarter . . . . . .. e PR RO S S0 224 7063

2010 .

First Quarter ..... R e e P . 1.20 . .0.60

S€cOnd QUAITET ... ..ttt ettt et et et et e e 172 0.70

Third Quarter .. .........o.vuirinrirenennnnnnns e e .12 073
‘FourthQuarter .....................ciiinun. B 1.12. :0.87

As of March 1, 2011, there were approximately 1,900 holders of record and approx1mately 25 000 beneﬁc1al
holders of our common stock.

We have never paid cash dividends on our common stock, and we do not anticipate paying any cash
dividends in the foreseeable future. We currently intend to retain future earmngs if any, for the future operation
and expansion of our business. Any future payment of dividends 6n our common stock will be-at the discretion of
our Board of Directors and will depend upon, among other things, our earnings, financial condition, capital
requrrements level of 1ndebtedness ‘and’other factors that our Board of Directors deems relevant.

Stock Performance

The following graph shows the cumulative total stockholder return on our common stock over the period
from December 31, 2005 to December 31, 2010, as compared with that'of the'Nasdaq Stock Market-(U.S. *
Companies) Index and the Nasdaq Biotechnology Index, based on an initial investment of $100 in each on - .
December 31 2005, Total stockholder return is measured by d1V1d1ng share price change plus dmdends if any,
for-each penod by the share pnce at the begmmng of the respective penod and, assumes re1nvestment of it -
dividends. , S ' CL

This stock perforimarice: vgraph shall not be deemed “filed” with the SEC or: sub_]ect to Section'18 6f the -

Securities Exchange Act, nor shall it be déemed incorporated by reference 1n any of our ﬁhngs under the -
Securrtres Act of 1933 as amended (the “Securltles Act”) o
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COMPARISON OF CUMULATIVE TOTAL RETURN OF AGENUS INC.,
NASDAQ STOCK MARKET (U.S. COMPANIES) INDEX
AND NASDAQ BIOTECHNOLOGY INDEX

160.00
|| ——Agenusinc.. . ... .
140.00 -1 —8—NASDAQ Stock Market (U.S. Companies) Index
© || =a—=NASDAQ Biotechnology Index "~ * ol i
120.00
100.00
80.00
60.00
40.00
'~ 20.00 -
- 12/31/2005 .=J2/31/2006 -12/31/2007  12/31/2008 12/31/2009 - 12/31/2010
o o ) 12312005 12/31/2006 12/31/2007 12/31/2008 12/31/2009, 123172010
AgenusInc. .......... . ... 100.00 38.45 42.86 10.08 13.45 21.22
NASDAQ Stock Market (U.S. Companies) Index .... 100.00 109.52 12027 7151 102.89 120.29

NASDAQ Biotechnology Index .................. 100.00 101.02 105.65 92.31 =~106.74  122.76

Rt [ R TR R -

Recent Sales of Unregistered Securities = . oA . ; .

The below listed payméts'in 2008 relate to‘compensation to a third-party consultant; Raifarm Lirnited or its
affiliates (collectively, “Raifarm”), for services rendered in relation to the registration and é'omméréia]izatibn :
activities in Russia-for Oncophage pursuant to‘a Master Services Agreement between us'and Raifarm, as amended
from time to time. The below listed payments in 2010 relate to compensation to a third-party consultant, Hamilton :
Communications (“Hamilton”), for services rendered in connection with our rebranding effort pursuant to a
Services Agreement between us and Hamilton, as amended. The offer; issuance and delivery of the-below listed
shares of common stock in the manner.contemplated by the applicable agreements, did not require registration .
under Section 5 of the Securities Act because the transactions were exempted transactions under Section 4(2) of the
Securities Act. This determination was based upon and assuming the accuracy of representations and warranties we
obtained from Raifarm and Hamilton and compliance by Raifarm and Hamilton with the offering and transfer
procedures and restrictions described in the applicable agreements and related documents.

Amount of
Securities
Title of Each Class of Amount Nature of Transaction
Date Issued Security Issued Nature of Transaction
Various dates, February — July, 2008 ... Common Stock, par value $0.01 346,509 Shares issued for services rendered
September 16,2010 . ................ Common Stock, par value $0.01 111,111 Shares issued for services rendered
November 30,2010 ................. Common Stock, par value $0.01 54,945 Shares issued for services rendered
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_Information: concerning our equity compensation plans is set forth in our Definitive Proxy Statement with
respect to our 2011 Annual Meeting of Stockholders to be filed with the Securities and Exchange Commission no
later than 120 days‘after the end of the-fiscal year under the headmg “Equlty Plans ” wh10h is mcorporated herem
by reference )

Item 6. Selected Financial Data

We have derived the consolidated balance ‘sheet data set forth below as of Decembér 31,2010 and 2009; and
the consolidated statemient of operations data for each of the years in the three-year petiod ended Decémber 31

2010, from our audited consohdated ﬁnanc1al statements included elsewhere in this Annual Repoxt on-
Form 10-K. g T :

"' : You should read the selected consohdated fmancral data in conJunctlon with “Management S D1scuss1on and
Analysis of Financial Condition and Results of Operations,” our consolidated financial statements, and the notes
to our consohdated ﬁnancral statements 1ncluded elsewhere in th1s Annual Report on Form 10- '

leen ‘our hrstory of i 1ncurrmg operatmg losses, management believes that it is more likely than’ not that any
deferred tax assets will not be realized through future earnings. Therefore, no income tax benefit has been ,
recognized in the consolidated statements of operations because of the loss before income taxes and the need to
recognize a valuation allowance on the poruon of our deferred tax assets, whrch w1ll not be offset by the reversal
of deferred tax liabilities. (see Note (1).below). .

Changes in cash, cash-equivalents, and short-term investments, total current assets, total assets, and
stockholders’ deﬁmt in the: penods presented below include the effects of the receipt of net proceeds from our
debt offerings, equity offerings, the exercise of stock options and warrants, and employee stock purchases that
totaled approximately $11.6 million, $18.7 million, $46.9 million, $4.6 rmlhon and $25 4 nnlhon inthe years
ended December 31 2010 2009 2008 2007, and 2006, respectively. SRR . o
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Consolidated Statement of Operations Data: o
Revenue .............. ... ... . i i,
Operating expenses:

Costof goodssold ..........................
-Research and development .. .................
.General and administrative .. ....,.......p...0 .

Restructuring costs .. ..... .. ..o...vsining.. ..

Loss fromoperations ............................
Non-operatingincome ...........................
Interest expense,met ........ ... ..utl L it
Netloss (1)....... e S e e
Dividends on series A convertible preferred stock .. . ..
Net loss attributable to common stockholders e

Net loss attributable to common stockholders per =~
common share, basic and diluted ... ......... 7. .,

Weighted average number of shares outstanding, basic’
and diluted

..................................

Consolidated Balance Sheet Data:
Cash, cash equivalents, and short-term
investments

Total current liabilities ......................
Long-term debt, less current portion
Stockholders’ deficit

ey

.~ For the Year.Ended December 31, . . ... .

2010

2009 . 2008 . 2007 . 2006
. (In thousands; except per share data) . -
$ 3360 $ 3334 $ 2651 $ 5552 $ 692
(123) e L e DA
- (12,878) . (16,903) . . (20,663) . (21,789) . (28,643)
(12,112) .- (14,110) - (19,832) . (17,041) (21,288)
e = (1374)
(21,753) (27,679) (37,844) (33278) (50,613)
4,680 2,568 12,356 1 141
(4.834) (5207) (5,313) - (4;658) (2,287)
(21907)  (30.318) (30,801) (37,935) ' (52.759)
C(790) T (790) T (790) (790 (790)
$(22,697) $(31,108) -$(31,591) $(38,725) -$(53,549)
$ (023)'$ (039 $'(0.50) $° (0:83) $ ‘(1.17)
96,650 79,017~ 63,249 " 46,512' 45,809
: : . ... December:31, -. FTS
J2010 . 2009 ¢ . - "2008.- 2007 0 2006 -
o7+ (Inthousands) - -7 '
$19,782 $30,065 $ 34,463 $ 18,679 $ 40,095
20,854 31,533 35486 20,782 42,298
30,907 45874 56,822 44351 72726
5,416 5,355 6,997 8,383 9,078
34,050 49,494 64,126 71,524 68276
(14,707)  (16,975) (20,330) (41,370) (10,563)

Given our history of incurring operating losses, no income tax benefit has been recognized in our

consolidated statements of operations because of the loss before income taxes, and the need to recognize a
valuation allowance on the portion of our deferred tax assets which will not be offset by the reversal of

deferred tax liabilities.
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Item 7. * ‘Management’s Discussion and Analysis of Financial Condition-and Resiilts of Operations

Overview R A T

Our current research and/or development activities are focused on developmg technologles and product
candidates to treat cancers and infectious diseases. Since our inception in March 1994, our activities have
primarily been associated with the development of our heat shock protein technology, primarily our lead
autologous cancer immunotherapies (formerly referred to as Oncophage), the Prophage Series of cancer vaéeines
(vitespen; HSPPC-96). The first product derived from the Prophage Series of vaccines (R-100; still referred to-i’n’i’
Russia and:Europe as Oncophage), répresents the only approved treatment for-adjuvant o non-mietastatic renal -
cell carcinoma (RCC; kidney cancer) patients at intermediate risk for disease recarrence. Inra registry followmg
patlents from a large randomized Phase 3 trial in'non-metastatic RCC, patients at intermediate risk of fécurrence ‘
who were in'the treatment arm demonstrated an approximately 46 percentlower risk of death’ c¢ompared: wrth
those in the control-arm (n = 362; P-< 0.05; hazard ratio = 0.54). Phase 2 trials' testing the Prophage Series -
candidates G-100 and G-200 are underway: in both'newly diagnosed and recurrent glioma; respectively; where
promising data has been generated to date. Additional trials are planned-in metastatic RCC (R-200) and -+ = -
metastatic melanoma (M=200) in:combination with potentially synergistic therapies, as well as in pedlatrlc
neurological tumors (NP-150). Our business activities have included product research and development,
intellectual property prosecution, manufacturing, regulatory and clinical affairs, corporate ﬁnance and
development, market development and support of our collaborations.

We have incurred significant losses since our mceptlon As of December 31, 2010, we had an accumulated
deﬁcrt of $5 84.4 rmlhon Slnce our 1ncept10n we have ﬁnanced our operatmns prlmanly through ‘the sale of
equity and ‘convertible notes interest income earned on cash cash equrvalents and short-term investment
balances and debt provided through secured lines of credlt We beheve that based on our current plans and .
activities, oir working capital resources at December 31, 2010, anticipated revenues, and the estlmated proceeds
from our license, supply, and collaborative agreements will be sufficient to satisfy our liquidity requiréments
through 2011. We expect to attempt to raise additional funds in advance of depletmg our current funds. We may
attempt to raise additional funds by )] hcensmg technologles or products to one or more collaboratlve partners
2 renegotlatlng third party agreements 3 completmg an outright sale of assets (4) securmg addmonal debt
financing, and/of (5) selhng additional equity securities. Satisfying long-term 11qu1d1ty needs may require'the :
successful commerc1ahzat10n of (1) our product Oncophage and/or 'one or more partnenng arrangements for K
Bl e Oncophage (2) vaccines contammg QS-21 under development by our hcensees and/or (3) potentlally other H

product candidates, each of which will requ1re addltlonal capltal

In April 2008, the Russian Ministry of Public Health issued a registration certificate for the use of
Oncophage for the adjuvant treatment of kidney cancer patiefits at 1ntermed1ate risk for d1sease récurrence and m
September 2008, the Food & Drug Administration (“FDA”) granted the necessary permrssron 'to allow for the -
export of Oncophage from the United States for' patient administration i in Russia. The Russian reglstratmn was
our ﬁrst product approval from a regulatory authonty, and the first approva.l of a pat1ent-spec1ﬁc therapeutrc
céncer vaccine in ‘a major market: . A

In October 2008, we announced the submission of a marketing authorization application (“MAA”) to the
European Medicines Agency (“EMA”) requestmg conditional authorization of’ Oncophage ini‘earlier-stage, -
localized kidney cancer. On November 20, 2009 we announced that the Commiittee for Medicinal Products for
Human Use (“CHMP”) of the EMA formally adopted a negative opinion on this MAA. Subsequently we' i
withdrew our application and we have been evaluating a variety of options to potentially bring Oncophage to
patients and physicians globally: Althotigh we are no longer in active discussions with a potential partier for the
European’ market, we continue to’ actlvely seek partnershlp dlscussmns for multlple products generated from our
Prophage Senes : ‘ o
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Guidance received from past interaction with the FDA indicated that an additional Phase 3 clinical study-
must be conducted to demonstrate the efficacy and safety of Oncophage. Because the primary evidence of
efficacy comes from a subgroup analysis of the pre-specified primary and secondary endpoints and was not
demonstrated in the intent-to-treat population, our Phase 3 renal cell carcinoma trial is likely not sufficient as
sole support. for product approval based on existing standards in the Umted States and potentlally in:other. . .
territories.. . . o . R . . - .

-:On March 3 2011 we were notrﬁed by the L1st1ng Quahﬁcatrons Staff of Nasdaq (the “Staff ) 1nd1cat1ng
that we are not in compliance with: the Bid-Nasdaq Marketplace Rule 5550(a)(2) (the “Bid Price Reqmrement”)
because the bid price for our common stock had closed below. the minimum $1.00 per share requirement.for 30
consecutive business days. In accordance with Nasdaq Marketplace Rule 5810(c)(3)(A) we have been provided:-

180 calendar. days,;or until August 30, 2011, to regain compliance with the Bid Price Requirement. If compliarnce:;

is not demonstrated within the applicable compliance period, the-Staff will notify us that our securities will be -
delisted from'the-Nasdaq Capital Market. However, we may appeal the Staff’s determination to delist our -
securities to a Heanngs Panel. During any-appeal process, shares.of our common stock would continue to trade
on the Nasdaq Capital Market. There.can be no assurance that we will meet the requirements for.continued. hstmg
on the N asdaq Caprtal Market or whether any appeal would be granted by the- Heanngs Panel L

Historical Results of Operations e
Year Ended December 31, 201 0 Compared to the Year Ended December 31 2009

Revenue We generated revenue of $3 4 nulllon and $3. 3 nnlhon dunng the years ended December 31, 2010

and 2009 respectlvely Revenue mcludes revenue earned on shlpments of QS 21 to our QS- 21 hcensees hcense ‘

fees, royaltles earned and in 2010 grants earned and Oncophage sales, In’ the years ended December 31 2010 -
and 2009, we recorded $1 5 nnlhon each penod from the amortlzatlon of deferred revenue related to our QS 21 h
partnered programs : .

Research and Development Research and development expenses mclude the costs assocmted wrth our o
1ntemal research and development act1v1nes 1nclud1ng compensatlon and benefits, occupancy, costs, chmcal
manufacturmg costs costs. of consultants and administrative costs. Research and development expense
decreased 24% t0 $12.9 mlllron for the year ended December 31, 2010. from $16.9 million for the year ended

December 31 .2009. The decrease 1ncluded declines of $1.7 million for personnel related expenses and $367 000 A

for facrlrty related costs pnmarrly ‘due to cost contamment efforts, and $1.8 nnlhon for various outsrde servrces
primarily related to the status of our efforts in Russia and other territoriés.

General and Admzmstrattve Genera] and admlmstratlve expenses consmt pnmanly of personnel costs N
fac111ty expenses and professional fees General and admrmstratlve expenses decreased 14% to $12.1 million. for
the year ended December 31,2010 from $14. 1 nnlhon for the year ended December 31, 2009. This decrease is. ..

largely attnbutable to dechnes of $l 5 million, for various outside servrces pnmarlly relating to. the status of, our
efforts in Russia and other territories, and $145,000 in employee and director noncash share-based compensatlon ;

expense.

Non operatzng Income N on-operatlng 1ncome of $4 7 nnlhon for the year ended December 31 2010

consists of a net gain of $2 8 rmlhon on the extlngulshment of a portion of our 2005 Notes and the change m the _

fair value of our derivative habrlrty since December 31, 2009 of $1.9 million:

Interest Expense Interest expense decreased to $4 9 rmlhon for the year ended December 3l 2010 from - .

$5 3 mrlhon for the year ended December 31, 2009. This- decrease is related to the repurchase of a portion.of. our :

2005 Notes. Interest on our 2006 Notes is payable semi-annually on December 30 and June 30 in cash or, atour..
option, in additional notes or a combination thereof. During the years ended December 31, 2010 and 2009
interest expense included $2.6 million and $2.4 million, respectively, paid in the form of additional 2006 Notes.
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Interest Income: Interest income decreased 73% to $38,000 for the year ended December 31, 2010 from. .. -
$137,000 for the year ended December 31, 2009. This decrease is pnmarrly attributable to a decrease in our
average ¢ash, cash equlvalents and short-te_rrn 1nvestments balance coupled with decllmng 1nterest rates earned
on’ our cash cash equlvalents and short-term nvestments Our average mterest rate earned decreased from ‘

,,,,,,,

Year Ended. December 31, 2009 C0mpared to the Year Ended December 31, 2008

Revenue We generated revenue of $3.3 mrllron and $2 7 million during the years ended December 31 2009‘,
and 2008, respectively. Revenue includes revenue earned on shipments of QS-21 to our QS-21 licensees, license
fees, and royaltles earned. In the years ended December 31, 2009 and 2008, we recorded $1.5 million each period
from the amortlzatron of deferred revenue related to our QS 21 partnered programs

Research and Development Research and development expenses include the costs assocmted W1th our - '
internal research and development activities, including compensation and benéfits, occupancy costs, clinical
manufacturing costs, costs:of consultants, and administrative costs. Research:and development expense : "
decreased 18% to $16.9 million for the year ended December 31, 2009 from $20.7 million for the year ended
December 31,:2008. The decrease, included declines:of $1.5 million for personnel related expenses and $241,000
for facility related costs pnmanly due to cost containment efforts, and $1.5 million for various outside services

pnmanly related to the status of our efforts in Russia and other temtones

General and Admmzstratzve General and admlmstratlve expenses con51st pnmanly of. personnel costs
fac1hty expenses, and professronal fees. General and-administrative expenses decreased 29%:to $14.1 million for -
the year ended December 31;.2009.from $19.8-million: for the year ended December 31, 2008, This decrease is -
largely -attributable. to declines of $2.3 million for various outside services primarily relating to-the status of our
efforts in Russia.and. other territories, $L5 million in personnel;; related -expenses: due to, cost-containment efforts, -
$1.0 million in employee and-director noncash share-based- compensatron expense and a $332 000 decrease in
our. forergn eurrency exchange loss. . - o S SR :

.. Non- operatzng Income Non-operatmg income; of $2 6 rmlhon for the year ended December 31 2009
consists pnmanly ofa gam on the- extmgurshment of:a: portlon of our 2005 Notes. ; "

Interest Expense Interest expense decreased to $5 3 rrnlhon for the year: ended December 3], 2009 from
$6.3  million for the year ended December 31,-2008: This .decrease is related:to the repurchase of a portion, of our
2005 Notes during the fourth quarter of 2008 and the second quarter of 2009. Interest on. our 2006 Notes is..
payable semi-annually on December 30 and June 30 in cash or, at our option, in additional notes or a
combination thereof. During the years ended December 31, 2009 and 2008, interest expense 1ncluded $2 4
million and $2.2 million, respectively, paid in the form of additional 2006 Notes.

Interest Income: Interest income decreased 86% to $137 000 for the year ended December 31 2009 from
$966 000 for the year ‘ended December 31,2008 This decrease is’ pnmanly attnbutable t6a decrease in our
average cash, cash equrvalents and short-term 1nvestments balance coupled w1th dechmng interést rates earned _
on our cash cash equ1valents and short-term investménts. Our average mterest rate earned decreased from 2 4% ‘
for the year ended December 31 2008 to 0 49% for the year ended December 31 2009 i
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ResearchandDevelopmentPrograms @i T T e

PI‘IOI‘ to 2002 we d1d not track costs on a per pro_]ect ba51s and therefore have estlmated the allocatron of
our total research and development costs to our largest research and development programs for that tlme penod
During 2010; these research and development programs consrsted largely of our Prophage Senes vaccmes and
QS-21, as indicated in the following table (in thousands).

Research and S B T L .. Year Ended December 31, Priorte . i
Development Program _ o Product 72010 . 2009 2008 2008 »T_otal
Heat shock proteins for cancer .. Prophage L L o .
Rttt . Series o :
e e Vaccmes $10 960 $15, 309‘ $17 156 $238 426, $281 851
Heat shock proteins for infectious diseases ........ HerpV 644 262 1377 16071 18,354
Vaccine adJuvant e e e QS 21, L185 1,071 . 648 . 9,500 12,404
Other research and development programs e ce . 89 261 1,482 31 695 i 33 527
Total research and development expenses e $12 878 $16,903. $20 663 $295 692 $346 136

EERRETS

*, Pnor to’ 2000 costs were 1ncurred by Aqurla Blopharmaceutlcals Inc 2 company we acqurred m
November 2000. - - - i L : AP \) . . ST il

Research and development program costs include compensation and other direct costs plus an allocation of
indirect costs;based on certain assumptions and our review of the status of:each program. Our Prophage Series
vaccines. are in-varidus stages of development as described below. Significant additional expenditures will be g
required if we start new trials, ‘encounter delays in our programs, apply for regulatory approvals, continuié *
developmerit.of our technologies, expand our operations, and/or bring our product candidates to matket: The .
eventual total cost:of each clinical trial is dependent on a number of factors-such'as trial design, leigth of the - -
trial, numbei of clinical sites, and number of patients. The process of obtaining and maintaining regulatory: " -
approvals for new therapeutic products is lengthy, expensive, and uncertain. Because the further development of -
our Prophage Series vaccines is subject to evaluation and uncertainty, and because HerpV is an early-stage
clinical development candidate and generally on hold-due to cost-containment efforts, we are unable to reliably
estimate the cost of completing our research and development prograrms, the timing of bringing such programsto-
various markets, and, therefore, when, if ever, material cash inflows are likely to commence. Programs involving
QS-21 depend on our collaborative partners or licensees successfully completing clinical trials, successfully *
manufacturing QS-21 tomeet demand; obtarmng regulatory approvals and successfully commerc1a11zmg product
candidates contarmng QS 21 el : , SR S SUR RPN

Product Dévélbp}heht POr{folio o
Prophage Series of Cancer Vaccmes

We started enrollmg panents 1n our first chmcal tnal studymg a Prophage Senes vaccme at Memonal Sloan-
Kettenng Cancer Center in New York New York in November 1997 To date, we have treated nearly 850 cancer
patlents in our chmcal tnals Because Prophage Series vaccines are novel therapeutrc vaccmes that are patlent-
specific, meaning derived from the patlent s own tumor, they are experlencmg a long development process and N
high development costs, either of which could delay or prevent our commercialization efforts. For additional
information regarding regulatory risks and uncertainties, please read the risks identified under Part I-Item 1A.
“Risk Factors” of this Annual Report on Form 10-K.

We believe that the collective results from our clinical trials thus far show that the Prophage Series vaccines

have a favorable safety profile. We also believe that available results from clinical trials suggest that treatment
with Prophage Series vaccines can generate immunological and anti-tumor responses.
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We initiated a Phase 3, multicenter, international trial for non-metastatic RCC -into which the first patient’
was randomized in February 2001. As announced on March 24,2006, the trial did not reach statistical - '
significance in its primary endpoint of recurrence-free survival iii the total patient population; though a positive
trend was observed. During the protocol-design process in 1999 and 2000, key- opinion leadet's were consulted,
and the non-metastatic RCC patient population designated for enrollment in the trial was thought to be a
relatively uniform group. In'2006, the Eastern Cooperative Oncology Group (“ECOG”) initiated a trial in - -
adjuvant RCC with sorafenib and sunitinib that stratified their patient population into intermediate-risk, high-
risk, and very high-risk recurrence categories. Using these ECOG defined criteria, analysis of the intermediate
risk patients (362 of the 604 eligible patients) in the trial showed a statistically significant difference in ’
recurrence-free survival in favor of the Oncophage arm. In part because:the intermediate-risk category was not
prospectively delineated prior to the trial’s initiation, the FDA has irdicated that, by itself, pait I of our Phase 3
clinical trial in renal cell carcinoma is not sufficient to support a b1010g1cs license appl1cat10n (“BLA”) ﬁhng

We opened a subsequent protocol that continued to follow patients from this trial in the format of a registry
in order to collect overall survival information, as well as investigator reports of 'disease recurrence: The registry,
which is expected to provide additional data on the effectiveness of the vaccine; followed patierits until March
2010, an additional three years from closure of the initial trial, providing inore than five'years of data collection
following the enrollment of the last patient in the trial. Final analysis of this data is in prdcess At'the 2009
American Society of Clinical Oncology (“ASCO”) annual meeting, we announced results of an interim analysis >
from the ongoing global patient survival registry, which showed that patients with k1dney cancer at intérmediate
risk of disease recurrence demonstrated an approximately 46:percent lower risk of’ death in the treatment ‘arm’
compared with the control arm (n =362; P < 0.05; hazard ratio = 0.54). R R :

In addition to the patient registry, patient enrollment has commenced into a small study in non-metastatic
RCC to assess immune response in the intermediate-risk patient population. The results of this study, continued
data collection through the survival registry, and ongoing analysis are uncertain, and may not positively affect the
acceptability of the overall results-of the trial and, even if clinically meaningful, may not meet the requlrements
of the FDA or other regulatory authorities for submission and approval ofa marketmg apphcatlon or smnlar '
applications for product approval outside the United States.

In April 2008, the Russian Ministry of Piiblic Health issued a registratibn certificate for the use of
Oncophage for the treatment of kidney cancer patients at intermediate risk for disease recurreiice. Because, -
among other things, we have limited resources and minimal sales and marketing experience, commercialization
of Oncophage has been slow, and 'only modest sales of Oncophage in Russia have occurred’during the ‘year ended
December 31, 2010. The Russian registration was our first product approval from a regulatory authority, and the
first approval of a patient-specific therapeutic cancer vaccire in a major market. Since this approval we have
been focusing our efforts in Russia on securing one or more distribution and/or partnering arrangements and-
related commercialization activities. The amount of any future revenue generated from: the:sale of Oncophage in
Russia will depend on our ability to successfully execute on these efforts and‘identify and obtain adequate ©
reimbursement, as well as on decisions of physicians and patients, among other factors: Furthermore, we may-
experience significant delays in the receipt of payment for Oncophage, or an inability to collect payments at all. -

In October 2008, we announced the submission of a MAA to the EMA réquesting conditional authorization
of Oncophage in earlier-stage, localized kidney cancer. On November 20, 2009, we annotinced that the CHMP of
the EMA formally adopted a negative opinion on this MAA. Subsequently we withdrew our application and have
been evaluating a variety of options to potentially bring Oncophage to patients and physicians globally. Alttiough
we are no longer in active discussions with a potential partner for the European miarket, we continue to actlvely '
seek partnership discussions for multlple products generated from our portfoho of Prophage Senes vaccines.

A Phase 2 clinical trial with Prophage Series G-200 vaccine in recurrent, high-giade glioma is currently
ongoing. This study is being led by the Brain Tumor Research Center at the University of California, San -
Francisco (“UCSF”), with grants from the American Brain Tumor Association and the National Cancer Institute
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Special Programs of Research Excellence. Phase 1 results; presented at the Society for Neuro-Oncology Annual
Meeting Conference in November 2008, showed that vaccination following brain cancer surgery increased . .
overall:median survival to approximately 10.5 months, with four patients surviving beyond 12-months and one .
patient surviving almost 2.5 years. The study also showed that all 12. treated patients demonstrated-a significant, .
immune response after vaccination with G-200.( P <.0.:001) and that patients with minimal residual disease at -
time of first vaccination (n = 7) were more likely to survive beyond nine months compared with patients with
significant residual disease. - - . : L ‘ S

The study, which.is designed to enroll approximately 50 patients, has expanded to include New York-
Presbyterian Hospital/Columbia University Medical Center and University Hospitals/Case Western Reserve.
Interim data was presented at the Society for Neuro-Oncology meeting in October 2009, which showed a median
survival of 10.1 months in the first 20 patients treated with G-200, and that to date six patic:nts;(30»p,er'(_:ent-),had-1
survived at or beyond 12 months. This early data shows an improvement in overall survival over the previous
long-standing historical median survival of 6.5 months, and.is also slightly favorable to the recently reported
medi_an_ survival of 9.2 months with Avastin® (bevacizumab) in patients with recurrent high-grade glioma. In -
May 2010, data presented at the.International Conference on Brain Tumor Research and Therapy suggested that
vaccination with this candidate may improve overall survival in patients with recurrent high-grade glioma. An

overall median survival of 44 weeks.after tumor resection was observed. Approximately-70% of the evaluable .

patients survived beyond 36 weeks, and 41% survived up to or longer than one year. Additional data from this .
trial will be reported by mid-2011. UCSF also initiated an additional Phase 2 clinical trial in newly diagnosed .
glioma testing Prophage Series G-100 vaccine in combination with Temodar® (temozolomide). This trial is
currently enrolling, with a target of 50 patients. Based on promising trends to date, this trial is being expanded to.
include up to 10 clinical sites.

o821
. QS-21 Stimulon® adjuvant is an adjuvant, or a substance added to a vaccine or other immunotherapy, that is

intended to enhance immune response. The key licensees of QS-21 are GSK and JANSSEN Alzheimer :
Immunotherapy. There are 14 vaccines containing QS-21 in clinical development, including four in Phase 3
testing for malaria, melanoma, non-small cell lung cancer and shingles. The first products containing QS-21 are
expected to be launched in the 2013-2014 timeframe. The pipeline .of product candidates containing QS-21 is
extraordinarily diverse, encompassing prophylactic as well as therapeutic vaccines for infectious diseases, .. -
multiple cancer types, and Alzheimer’s disease. The Company does not incur clinical development.costs-for
these products and is generally reimbursed for any related expenses by its licenseges.

In return for rights to use QS-21, our licensees have generally agreed to pay us license fees, manufacturing
payments, milestone payments, and royalties on product sales for a minimum of 10 years after commercial
launch. In addition to our corporate licensing arrangements, we have developed a number of academic .
collaborations to test new. vaccine concepts and products containing QS-21. From time. to time. our collaborators
or licensees initiate and/or cease programs containing QS-21. For.example, an undisclosed infectious disease
Phase 3 program was recently discontinued by one of our collaborators. - '

- On January 16, 2009, we entered into an Amended and Restated Manufacturing Technology Transfer and
Supply Agreement, under which GSK has the right to manufacture all of its requirements of commercial grade
QS-21. GSK is obligated to supply us (or our affiliates, licensees, or customers) certain quantities of commercial
grade QS-21 for a stated period of time. We understand that QS-21.is a key component included in several of
GSK’s proprietary adjuvant systems and that a number of GSK’s vaccine candidates currently under
development are formulated using adjuvant systems containing QS-21. GSK has initiated Phase 3 studies.
evaluating its investigational MAGE-A3 Antigen-Specific Cancer Immunotherapeutic containing QS-21 in
non-small cell lung cancer and melanoma. GSK has also initiated a Phase 3 clinical trial in malaria and a Phase 3
clinical trial in shingles. Revenues recognized with respect to this agreement were $1.3 million for each of the
years ended December 31, 2010 and 2009. : E T
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Elan Pharmaceuticals, Inc. and/or its affiliates (“Elan”) had a,commercial license for the use of QS-21 in the
research and commercrahzatlon of products Effectlve September 14, 2009 we entered into an Amended and:.
Restated License Agreement (“Amended L1c se Agreement”) w1th Elan On September l7 2009 .the. Amended
License Agreement was ass1gned to JAN SSEN Alzhelmer Immunotherapy Under the terms of the Amended
Llcense Agreement ass1gned to JAN SSEN Alzhe1mer Immunotherapy, they wrll have the r,1ght to develop, make
have made, use, sell, offer for sale, 1mport and,have sold, the. Alzhermer S disease vaccine that contains QS-21
(“Licensed Product’ ). In addltlon pursuant to the terms of the Amended License Agreement, JAN SSEN
Alzheimer Immunotherapy has the right to, manufacture all of jts requirements:of QS-21 for use in the Licensed
Product and we have no further supply obligations.. Under the terms-of the Amended License Agreement, we are ..
entitled to receive future milestone payments and product royalties in the event of the successful. development of
the Licensed Product. In.2007, Elan initiated a Phase 2 study. of their vaccine. Revenues recogmzed with: respect
to this agreement were $160,000:in the year ended December 31,2010.. = no

quurdlty and Capltal Resour'ces o

* We have incurred annual’ operatmg Tosses smce 1ncept10n and we had an accumulated deﬁc1t of $584 4 )
million as of Decernber 31, 2010. We expect to incur significant losses over the next several § years as we contmue
our clinical trials, apply for regulatory approvals, prepare for commercialization, and continue development of
our technologies. Since our inception, we have financed our operations. primarily through the sale of equity and
convertible notes, interest income earned on cash cash equlvalents and short-term 1nvestment balances, and debt
prov1ded through secured lines of credit. From our 1ncept10n through December 31, 2010 we have ra1sed o
aggregate net proceeds of $506 3 rmlhon through the sale of ¢ommon and preferred stock the exercrse of. stock
options and warrants, proceeds from our employee stock purchase plan, and the i 1ssuance of convertlble notes;
and borrowed $20.5 rmlhon under two credlt fac111t1es Dunng February 2010 we entered 1nto an At the. Market
Sales Agreement with Mchcoll Lew1s & Vlak LLC and Wm Smith & Co (the “Sales Agents”) under Wthh we
may sell an aggregate of up to 20 million shares of ¢ our common, stock from time to. time. through the Sales ..
Agents To date we have 1ssued approx1mate1y 7. 0 nulhon shares of our common stock in at the market offenngs

1nclud1ng $34 7 mllhon in pr1n01pa1 of our 2006 Notes maturmg A ugust 31 2014 and $100 000 in prmc1pal of ‘. ;
our 2005 Notes maturrng February 20, 2025 The 2005 Notes are subject to redemptlon at the optron of the, .
holders or us begmmng February 1 2012 o .

_ Our cash, cash equivalents, and short- term investments at December 31, 2010 were $19 8 million, a
decrease of $10.3 nulhon from December 31, 2009 Based on our current plans and, act1v1t1es we antlclpate that
our net cash burn (deﬁned as cash uséd in operaung activities ‘plus capltal expend1tures and d1v1dend payments)
will bei in the $16-$18 rmlllon range ‘for the year ending December. 31 2011 In addltlon we hope to generate
royaltles from our QS 21 pr) _ uct in the 2013 2014 t1meframe : .

i ie'\i )

We bélieve-that, based on our clirrent plans‘and activities, our working cap1ta1 resources at December 31,
2010, anticipated revenues, and'the éstimatéd proceeds from our license, supply,‘and collaborative agreements” -
will be sufficient to satisfy our hqmdlty requirements into 2012. We closely monitor our cash needs. We | .
continue to monitor the likelihdod of success of our key initiatives and are prepared to discontinue’ fundlng of
such activities if they do not prove to be commercially feasible. In addition, we will continue to adjust other
spendmg as needed in order to preserve liquidity. We expect to attempt to raise additional funds in advance of
depleting our current funds. In‘order to fund our operatlons through 2011 and beyond, we will need to contain
costs and raise additional funds. We may attempt to raise-additional funds by: (1) licensing technologies or " -
products to one or more collaborative partners,. (2) renegotiating third party agreements, (3) completing ani - -
outright sale of selected assets, (4) securing additional debt financing, and/or (5) selling additional equity
securities. Our ability to successfully enter into any:such arrangements is uncertain, and if funds are not
available, ornot available on terms acceptable to us, we may be requlred to revise. .our planned clinical trlals ‘
other development activities, capltal expendltures and/or the. scale of our operatlons As noted above, we expect
to attempt to raise addltlonal funds in advance of depletmg our current funds; however we may not be able to
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raise funds or raise amounts sufficient fo meet the long-term needs of the business. Satisfying long-term liquidity
needs may require the sﬁccessfﬁl'cq‘mmercializ"ation of Oﬁc;ophagé and/or one or more f)ar'tnerivng arrangements
for our other Prophage Series vaccines, successful commercialization of vaccines containing QS-21 under
development by our licensees, and potentially successful commercializition of other product candidates, each of
which will requiré additional capital, as discussed above. Please see the “Forward-Looking Statements” section
and the risks highlighted under Part I-Item 1A. “Risk Factors” of this Annual Report on Form 10-K. )

+ Our future cash requirements:include, but are not limited to, efforts to make Oncophage available in Russia
and other jurisdictions we are currently exploring, as well as supporting our clinical trial’and regulatory efforts
and continuing our other research and development programs.-Since inception, we have entered into various °:
agreements with institutions' and clinical research organizations to:conduct and monitor our clinical studies:
Under these agreements, subject to the enroliment of patients and performance by the applicable institution of . * :
certain services, we have estimated our payments to be $47.2 million over the term of the studies. Through
December 31, 2010, we have expensed $46.5 million as research and development expenses and $46.3 million.
has been paid related to these clinical studies. The timing of expense recognition and future payments related to
these agreements is subject to the enrollment of patients and performance by the applicable institution of certain

services.

. We have also entered into sponsored research agreemeits related to our product candidates that required
paymerts of $6.5 million, all of which has been paid as of December 31, 2010. We plan to enter into additional
sponsored reséarch agreements, and we anticipate significant additional expenditures will be required to advance
our clinical trials, apply for regulatory approvals, continue development of our technologies, and bring our
product candidates‘to market. Part of our strategy is to develop and commercialize some of our product o
candidates by continuing our existing collaborative arrangeriets with academic and collaborative partners and
licensees and by entering into new collaborations. As a result of our collaborative agreements, we will not
completely control the efforts to attempt t0 bring those product candidates to market. We have varios
agreements, for example; with collaborative partners and/or licensees, which allow the use of our QS-21 adjuvant
in numerous vaccines. These agreements grant exclusive worldwide rig"hts.in' some fields of use and co-exclusive
or non-exclusive rights in others. These agreeménts generally provide us with fights to manufacture ‘and supply
QS-21 to the collaborative partner or licenses and also call for royalties to be paid to us on future sales of
licensed vaccines that include QS-21, which may or may not be achieved. Significant inyestment in =~
manufacturing capacity could be required if we were to retain our manufacturing arid supply rights.

Net cash'used in operatifig activities for the year ended December 31,2010 and 2009 if\'/a_s.$14.8 million and
$24.2 million, respectively. We continue to suppott and develop our QS-21 partnering collaborations, with the
goal of generating royalties from this product in the 2013-2014 timeframe. Our future ability to generate cash
from operations will depend on'achieving regulatory approval of our product candidites, and market acceptance
of Oncophage and our product candidates, achieving benchmarks as defined in existing ‘collaborative agreements,
and our ability to enter into new collaborations. Please see the “Forward-Looking Statements” section and the

risks highlighted

under Part I-Item 1A. “Risk Pactors” of this Annual Report on Form 10-K. -

The 'table_'l.)}él‘c')w;'s'umni:aﬁz'es our contractual obligatib‘ﬁs’ as of December 31, 2010 (in thousahd:é). o

Payments Due by Period :
: .~ +Less than . . More than
. . v . . . ‘ L Total 1 Year . 1-3Years 3-5Years 5 Years.
Long-term debt.(1) ...............o.. i $46542 $ 207, $ 103 . $46232.  $—
Operating leases e S S s v i | 2,224 3,547 . C— —_ .

Total ...... RS PN Lo - $52,313  $2,431 $3,650 = $46,232 - $—

(1) Assumes the 2006 Notes aré not converted and are paid in 2014. In certain c‘j"rcumstances, the 2006 Notes
“could be converted before then. Also includes fixed interest payments, some of which may be paid in Kind, N

‘and assumes that the 2005 Notes are not converted and are paid on February 1, 2012. In'certain
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circumstances; the 2005 Notes could be converted before then. In addition, the holders of the 2005 Notes
can require us to purchase débt from them at certain dates between 2012 and 2020:If the 2005 Notes are not
- converted and we are not required to purchase the debt, the 2005 Notes maturé on February 1, 2025 If the -
© 2005 Notes were outstanding until’ matunty, there would be addmonal mterest payments of $68 000 for the
period 2012 through 2025. :

Effective July 19, 2002, we sublet part of our Framingham facility to GTC Biotherapeutics, Inc. (“GTC”)
and we leased related leasehold improvements and equipment under agreements that were to.expire on
December 31, 2006. GTC exercised its option to extend this lease until September 2010, the date our original
lease expired. Under the terms of our original lease; we were obligated to pay our landlord approximately 7% of
our rental income. Effective March 17, 2004, we sublet an additional part of our Framingham facility to PP
Manufacturing, whose lease also expired in September 2010. Since September 30, 2010, we are no longer a party
to any lease or subleasing arrangements for this facility. Effective July- 30, 2010, we sublet part.of our Lexington
facility to Cubist Pharmaceuticals, Inc. whose lease expires in July 2012. Our Lexington facility and New York
office leases expire August 2013 and April 2012, respectively.

‘We are currently involved in certain legal proceedmgs as detailed in Item 3 above and Note 16 of the notes
to our consohdated financial statements. While we currently belleve that the. ultrmate outcome of any of these.
proceedings will not have a material adverse effect on our ﬁnancral posmon results of operatlons or liquidity,
litigation is subject to inherent uncertainty. Furthermore, lmgatnon cousumes both cash and management
attention.

Inﬂatlon

We believe that mﬂatmn has not had a matenal adverse effect on our busmess results of operatlons, or
financial condition to date. : :

Related Partles ,

In March 1995, we entered into a consultmg agreement with Dr. Pramod Srivastava, our scientific founder
and a-former-member of our Board of Directors, and upon its expiration in March 2006, we entered into a new
consulting agreement, effective March 28, 2006, with Dr. Srivastava. The agreement has an initial term ending
March 31, 2011. In exchange for the timely performiance of services; as defined in the agreement, Dr. Srivastava
is entitled to receive compensation to be etablished by the' Compensation Committee of the Agenus Board of
Directors. For the twelve-month period ending March 31, 2011, Dr. Srivastava will receive $50,000. :
Dr. Srivastava is also eligible to'receive an annual bonus and stock options at the discretion of the Compensatlon
Committee of our Board of Directors. During the year ended December 31, 2009, we paxd Dr: Snvastava an
additional $50,000 for his work related to oir MAA submitted to the EMEA. '+ -

On January 9, 2008, we entered into a private placement agreement (the “January 2008 private placement”)
that included (i) 8,708,717 shares of common stock, (ii) warrants to acquire up to 8,708,717 shares of common
stock at $3.00 per share, and (iii) unit warrants, which, if exercisable due to a triggering’ ‘event as that term is
defined in the applicable warrant, permit a holder to acquire up to.8,708,717 shares of common stock at $3.00 per
share and warrants to acquire up to an additional 8,708,717 shares of common stock at $3.00 per share. In
conjunction with this private placement, we sold 542,050 shares of common stock to Garo H:-Armen, Ph.D., our
Chairman and Chief Executive Officer, and 1,166,667 shares of common stock to Armen Partners LP. Garo H.
Armen is the general partner of Armen Partners LP and owns a controlling interest therein. In addition to the
common stock acquired by -Garo H. Armen and Armen Partners LP, each acquired an equal number of both
warrants and unit warrants. The unit warrants explred January 9, 2010

cd

Critical Accountmg Pohcles and Estlmates

The SEC defines “critical accounting policies™ as those that require the application of management’s most
difficult, subjective, or complex judgments, often as a result of the need to make estimates about the effect of
matters that are inherently uncertain and may change in subsequent periods. '
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- The preparation of consolidated financial statements in conformity with,U.S. generally accepted accounting
principles requires us to make estjmates and assumptions that-affect the reported amounts of assets-and liabilities
and disclosures of contingent assets and. liabilities at; the. date; of the financial,statements and the reported amounts
of revenues and:expenses during the reportingperiod. We base those estimates onhistorical experience and on
various assumptions that are believed to be reasonable under the circumstances. Actual results.could differ from
those estimates. '

£Y

The following listing is not intended to:be a comprehesisive: list'of all of our accounting policies. Our © -

significant:accounting-policies are‘describediin Note'2 of the notes to our consolid:ited financial Statements” T
many cases, the accounting treatment-of a particular transaction’is:dictated by U.S. generally accepted accounting
principles, with no need for-our judgmientin its applieation. There are-also areas in which'oui judgment in
selecting ari-available alternative would not produce 4’materially different result. We have identified the . -
following as.our critical accounting policies. .. - -t 0 i E o : vei R
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Share-Based Compensation

 Ini accordance with the fair value recognition provisions of ASC’?]S?Coiﬁﬁéﬁ&&(ibn—'stbgkj “ompensation, .
we recognize Share-based compensation nse net of an estiniiated forfeitiire rate and only recognize
compensation expense for those share"baSed awards eXpected to'vest. Compensation expense is recogiized ofi 4
straight-line basis over the requisite seivice period of the dward. T TR

Stock options granted to certain non-employees have been accounted for based on the fair value method of
accounting in accordance with ASC 505-50, Equity- Equity-Based Payments to Non-Employees. As a result, the
noncash charge:to. operations for non-employee options: with vesting or other performatice criteria is affected
each reporting period, until the non-employee options vest, by changes in the fair value of our coitirhon stoek,
Under the provisions of ASC 505-50, the change in fair value of vested options issued to non-employees is
reflected in the statement of operations each reporting period, until the options are exercised or expir&. -~
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. Determining the appropriate, fair value, model and calculating the fair-value of share-based awards requires
the use of highly sybjective assumptions, including the expected life of the share-based awards and stock price.
volatility. The assumptions used.in.calculating the. fair value of share;based awards represent management’s. best
estimates, but these estimates.inyolye inherent uncertainties and the application of management judgment. As a
result, if factors change and we use different-assumptions, our share-based ‘compensation.expense-could be . - -
materially different in the future, In.addition, if our, actual forfeiture rate ‘is_»,mat.eﬁally‘ different from our.estimate,
the share-based compensation expense could-be significantly, different from what we have recorded in the current
period. See Note 10 of the notes to our, consolidated financial statements for a further discussion on share-based .
compensation.

]

N IR T T SR T

Fair Value Accounting—Derivative Liability, T
- “As aresult.of the adoption of certain guiddnce within ASC 815:40; Derivativesand Hedging- Contracts In”
Entity’s Own Equity, as of January I;2009; thie conversion. feature:embedded in our 2006 Notes is treated as a
derivative and recorded at its fair value; with-period to'period chahiges in' the fair value recorded as'a gain or'loss-
in our consolidated statément:of operations. coormns T LTt I IR S

We measure fair value based on‘a-hierarchy:for inpuitstsed in measuring fair value that maximizes the use:: °
of observable inputs and minimizes the use of unobservablé inputs by-requiring that:obsérvable ifiputs be used
when available. Observable inputs are inputs that market participants would use in pricing the asset or liability
based on market data obtained from sources independent of the Company. Unobservable inputs are inputs. that " ¢
reflect the Company’s assumptions about the. inputs;that market participants would use in pricing the:asset or
liability and are developed based onthe best information available in the circumstances, Our derivative liability -
is valued based on significant unobservable inputs. .., o ‘ :

46



Revenue Recognition S e B R RO th

Revenue for services under research:and:development contracts are recognized as the services are . -
performed, or as clinical trial- materials are provided. Non-refundable milestone payments that represent the -~ *::.+
completion.of a separate earnings process are recognized as revenue whenearned. License fees and royalties:are -
recognized as they are earned. Revenue recognized from collaborative agreements is based upon:the provisions -
of Accounting Standards Codification (“ASC”):605-25, Revenue: Recognition—Multiple Element Arrangements. .
Recent Accounting Pronouncéments e o

In October 2009, the Financial Accounting Standards Board (“FASB”) revised authoritative guidance on
cons1derat10n in a multiple elernent revenue a_rrangement by, requlrmg the use of estrmated selhng pr,l_ces to
allocate arrangement consideration if neither vendor—speciﬁc objective evidence. nor third party evidence of , .. - .
selling price is available, thereby eliminating the use of the residual method of allecation. The revised guidance. -
also requires expanded qualitative and quantitative disclosures surrounding multiple deliverable revenue ‘
arrangements. This guidance is effective for fiscal years beginning after June 15, 2010 and may be applied
fetrospectively or prospectively 1 for" new or rnatenally ‘modified arrangements. Early adoption is permitted. We
will evaluate the 1mpact of t”lus standard on futiire revenue arrangements that we may enter mto

In April 2010, the FASB.codified the consensus reached in Emerging Issues Task Force Issue No. 08-09, .
“Milestone Method. of. Revenue Recogmtlon” issuing Accountmg Standard Update (“ASU”) No 2010-1’7
leestone Method of Revenue Recognition, to limit the scope of this ASU to research or development :
arrangements and require that guidance in thrs ASU be met for an entity to apply the milestone, method (whlch
allows. entities to record:the milestone. payment in:its entirety in the period achreved) However, the FASB ..
clanﬁed that even if the. requlrements in this:ASU are-met, entities would not be precluded from making an
accounting policy election to apply another appropnate accounting pohcy that results in the deferral of some.
portion of the arrangement consideration. The ASU was effective for. penods begmmng on or after June 15, -
2010. Early apphcatron swas permitted. Ent1t1es can apply this gu1dance prospectively to milestones achleved
after adoption. However, retrospective, appllcat10n to all prior periods was also permitted. We wrll evaluate the
impact of this standard on future revenue arrangements that we may enter into.

InJ anuary 2010 the FASB 1ssued ASU No 2010 06 “Fazr Value Measurements and Dtsclosures ( Top;c
820)—Improving Dtsclosures about Falr Value. Measurements ” (“ASU 2010 06™). ASU 2010-06 requires new.
disclosures regarding. srgmﬁcant transfers in and out of Levels 1 and 2 fair value measurements aswellas
information about activity in Level 3 fair value measurements, including presenung information about purchases,
sales, issuances and settlements on a gross, versus a net basis in the Level 3 activity.roll forward. In addition, ASU
2010-06 also clarifies exrsnng drsclosures regardmg input and valuation techmques as well as. the level of R
drsaggregauon for each class of assets and hablhtles ASU No 2010-06 was. effective for mtenm and annual penods
begrnmng after December 15, 2009, except for the drsclosures pertaining to purchases sales, 1ssuances and
settlements in the roll, forward of Level 3 act1v1ty, those disclosures are effective for interim and annual penods
beginning after December 15 2010 The adoptlon of ASU 2010- 06 had no current impact and is expected to have
no subsequent unpact on our consohdated ﬁnanc1al posruon results of operatlons or cash flows. Required . ’
disclosure requirements of AS_ : 2010 06 have been mcluded 1n Note 15 to our consohdated financial statements

i

“In December 2010 the FASB 1ssued addrtronal guldance on when to perform Step 2 of the goodwrll ,
1mpa1rment test for reporting units with zero or negative carrylng amounts The criteria for evaluatlng Step 1 of
the goodwill impairment test and proceeding to Step 2 was amended for reportmg units with zero or negatlve )
carrying amounts and requires performing Step 2 if qualitative factors indicate that it is more likely than not that
a goodwill impairment exists. This guidance is effective for fiscal years, and interim periods within those years,
beginning after December 15, 2010. Upon adoption of the amended guidance, any impairment will be recorded
as an adjustment to beginning retained earnings. We are currently evaluating the impact of adoption on our
consolidated financial statements.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk

In the normal course. of business, we are exposed to fluctuations in interest rates as we seek debt financing
and invest-excess cash. We-are.also exposed to foreign currency exchange rate fluctuation risk related to our
transactions-denominated in foreign currencies. We do-not currently employ:specific:strategies, such as the use of
derivative instruments or:hedging, to‘manage these exposures. Our currency exposures-vary; but are primarily-
concentrated in the-Eur6. During the year ended December 31,2010, there has been no material change with -
respect to our interest rate and foreign currency exposures or our approach toward those exposures. However, we
are exploring possible commercialization of Oncophage outside of the U.S., which could result in increased.
foreign currency exposure. o ' '

The iniformation below "siiihmaﬁ'ze’s*oﬁr market risks associated with debt. obligations as of December 31,
2010. Fair value inclided herein has been estimated taking inito consideration the nature and terms of each'
instrument-and’the prevailing economic'and market conditions at December 31 ,-2010. The table presents - ¥

principal payments by yearof imaturity ‘based‘on the terms of the debt (in'thousanids).

Outstanding

S - Esti.mate‘d‘ - Principal Amount ___. Ye:_“. ofMathity
T E _ e T e Value (2) © ‘December 31,2010 - 2011 - 2012 : 2014
Long-termdebt (1) .....0........ .00 000 830,829 $34916 $146  $100 $34,670

(1) - Fixed interest rafes range from 5.25% to 8%. The above tablé is based on the assumptions that future
interest‘on the 2006 Notes is paid iri*cash and tha these notes are not converted it maturity August 31, 2014.
In certain citcumstances, the 2006 Notes could be converted before'then. In addition,; the table is based on

‘the-assumption that the 2005 Notes are'redeemed on February 1; 2012: In certain circumstances; the 2005
Notes couldbe converted on or before February 1, 2012. The note holders of our 2005 Notes can require us
to redeem debt at certain dates between 2012 and 2020. If the 2005 Notes are not converted and we are not
required to purchase the notes, they mature on February 1, 2025, < T R

(2) The estimated fair value of our long-term débt was derived by evaluating thie niature and térms of each note -

and consideting the prevailing économic and market conditions at the balance sheet date, In addition, the
fair Value-of ‘our 2005 Notes was estimated based on the most recent market transactions. ’ o

2t

We had cash and cash equivalents at December 31, 2010 of $19.8 million, which are exposed to the impact
of interest and fofeign currency éxchange rate changes, and our interest incom fluctuates as interest rates ,
change.’Due to the short-term nature of our investments il money market funds, our carrying value approximates
the fair value of these investinents at December 31, 2010, however, we are subject to investment risk. | .
~'We invest our cash; cash equivalents, and short-ferm investments in'accordance with our Investment Policy.
The primary objectives of our Investment Policy are to preserve principal; maintain proper liquidity to rieet”
operating needs, and maximize yields. We review our Investment Policy annually and amend it as deeined
necessary. Currehtly; the Investment Policy prohibits investing in any structured investment vehicles and-asset-
backed commiércial paper. Although our investmerits are subject to credit risk, our Investment Policy specifies =~
credit-quality standards for our investments and limits the amount of credit expostre from any single issue,
issuer, or type of investment, Our investments aré aiso subject to inferest rate risk and will decrease in value if
market interest rates increase. However, due fo the conservative fiature of our investments and relatively short
duration, interest rate risk is mitigated. We do not invest in derivative financial instruments. Accordingly, we do
not believe that there is currently any naterial market risk exposure with respect to derivative or other financial
instruments that would require disclosurs inder this item. - o

Ty
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Item 8.  Financial Statements and Supplementary Data:

- INDEX TO FINANCIAL STATEMENTS

Report of Independent Reglstered Public Accountmg F1rm . PSR 1)
Consolidated Balance Sheets as of December 31, 2010 and 2009 ... ... " e S
Consolidated Statements of Operations for the years ended December 31, 2010,2009, ‘and 2008 et 3’2’
Consolidated Statements of Stockholders’ Equlty (Deﬁc1t) and Comprehenswe Loss for the years ended,, T
December 31,2010, 2009, and 2008 . . .. ... ... . euus it LTS3
Consolidated Statements of Cash Flows for the years ended December 31, 2010, 2009, and 2008 ........ . 56
Notes to Consolidated Fmancml Statements 57
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Report of Ihdependent Registered Public Accounting Firm

The Board of Directors and Stockholders
Agenus Inc.: .

We have audited the accompanying consolidated balance sheets of Agenus Inc. and subsidiaries as of
December 31, 2010 and 2009, and the related consolidated statements of operations, stockholders” equity
(deficit) and comprehensive loss, and cash flows for each of the years in the three-year period ended,
December 31, 2010. These consolidated financial statements are the responsibility of the Company’s ,
management. Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. ‘ ‘ ’ ' ' o R

We conducted our audits in accordance with the standards of the Public "'Cdmpan‘y 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. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of Agenus Inc. and subsidiaries as of December 31, 2010 and 2009, and the results of their
operations and their cash flows for each of the years in the three-year period ended December 31, 2010, in
conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), Agenus Inc. and subsidiaries’ internal control over financial reporting as of December 31, 2010,
based on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO), and our report dated March 16, 2011, expressed an
unqualified opinion on the effectiveness of the Company’s internal control over financial reporting.

As discussed in Note 14 to the consolidated financial statements, in 2009 the Company retrospectively
changed its method of accounting for certain convertible debt instruments that may be settled in cash upon
conversion due to the adoption of new accounting requirements issued by the FASB. In addition, as discussed in
Note 14 to the consolidated financial statements, the Company changed its method of evaluating when
adjustment features within contracts are considered to be equity—indexed due to the adoption of new accounting
requirements issued by the FASB, as of January 1, 2009. ‘

/s/ KPMG LLP

Boston, Massachusetts
March 16, 2011
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AGENUS INC: AND SUBSIDIARIES
CONSOL]])ATED BALANCE SIrlEETS

¢ : ' SR 5 omtiber 31,2010 December 31, 2009
- g ASSETS
Cash and cash equivélents . . . .. P $ 19,781,976 $ 20,066,817 .
Short-term investments .. ........ e P — 9998294
Inventories :.....\......... F PN P P o 26,4327 324,035
Accounts receivable . ........ e e USROS C 35,000 S
Prepaid expenses .. ........... SO T RRIC T 04,744 e 751,960
Other current assets ......... e e 306,008.. .., : ...~ 391,723
Total CUITENE ASSEES . . .ottt e e et eieene e enaeeaneanenns 20,854,160: '31,532;8293
Plant and equipment, net of accumulated amortization and depreciation of R N
.$24,993,225 and $28,612, 631 at. December 31, 2010 and 2009, = S i sen e s
respectlvely P P .. ..6,194465, . .. 8891 124
Goodw111 R P L .' B N P U 2,572,203 2572 203
‘Core and developed technology, et of acéumulated amortization-of - c : Co e -
$10,443,247 and $9 753 106 at December 31, 2010 and 2009, e P ?'”’ BN
‘tespectively . ERER 1 319 523
Debt;issuance costs net of accumulated amort1zatron of $1 270 492 and , R T P
+$1,139,807 at December 31 2010 and 2009 respectively ............. . . | 29,8_41 s 293 575
Other long-tenn assets e T T 1,255,990 l ,264,833
,Total BSSELS ... ... e e e e, 830,906,659 . $. 45,874,087
_ LIABILITIES AND STOCKHOLDERS’ DEFICIT ol gt el e b
Current portion, long=term: T R o _ 146,061 $ 146,061
Current portion, deferred revenue . gL 1’;5‘4'0,385” SR .»:-"‘1‘,‘1501»;902‘
‘Accounts payable .. .. ... .. .. i e e A g 698)554 v . 895:338
Accrued liabilities ~ .77 o o .. e 2 684,609 2 597,056,
Other current liabilities ...... J ERUSEE U SRR 71 s 7 S '_ 14,591
“Total current liabilities .. ... .. ......... L 5415923 5,354,948
Convertlble 170115 O 34,050,033 49,494,119
Deferredrevenue . ..... .. ... .ttt e 3,612,156 2,976,538
Derivative liability . .. ...t e 755,000 2,665,156
Other long-term liabilities . ........... ...ttt 1,780,759 2,358,293

Commitments and contingencies (Notes 13 and 16)
STOCKHOLDERS’ DEFICIT

Preferred stock, par value $0.01 per share; 25,000,000 shares authorized:
Series A convertible preferred stock; 31,620 shares designated, issued,
and outstanding at December 31, 2010 and 2009; liquidation value

of $31,817,625 at December 31,2010 ............covvunenn... 316 316
Series B2 convertible preferred stock; 3,105 shares designated, issued,
and outstanding at December 31,2010 and 2009 ................ 31 31

Common stock, par value $0.01 per share; 250,000,000 shares authorized;
111,885,759 and 90,015,425 shares issued at December 31, 2010 and

2009, respectively ... ... .. e 1,118,858 900,154
Additional paid-in capital .............. ... . . i 568,916,796 544,961,442
Treasury stock, at cost; 260,944 shares of common stock at December 31,

2010 and 2000 . ... e (324,792) (324,792)
Accumulated deficit . . ... .. .. . e e (584,418,421) (562,512,118)
Total stockholders’ deficit . ....... ... ... it (14,707,212) (16,974,967)
Total liabilities and stockholders’ deficit .......... ... ..., $ 30,906,659 $ 45,874,087

See accompanying notes to consolidated: financial statemerits.:
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AGENUS INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF:OPERATIONS
For tlle Years Ended December 31, 2010, 2009, and 2008

i

<2010 2009 2008
Revenue ' _ o
. Product TEVENUE .. .c....oouuun.... e $ 52,500 $ — 5 . —
.Grantrevenue ..................... e [ 424,720 = —
Research and development revenue ............. e 2,882,391 3,334,444 . 2,651,081
" Total reveriues............. e .. 3,359,611 3,334,444 © 2,651,081
Operating expenses:. = .. . . : S a .
Costof goodssold ............. R S (122,946) - =
Research and development ............. e e (12,877,695) (16,902,537) (20,662,987)
General and admmlstrative ............ e e e o (12,111,507)  (14,110,514) (19,831,858)
Operating loss . . . .. EETUTE sreeeeenios (21,752,537)  (27,678,607)- - (37,843,764)
Other income (expense): R Do \ R
" ~Non-operating income .................. et 4,680,120 2,568,545 12,355,677
Interest expense .................. eVl i (4,871,446) © (5,344,713 (6,278,492)
“Interest i income "L L - 37560 137,482 965,843
Netloss .........c.... S [ P (21,906,303)  (30,317,293) (30,800,736)
Dividends on series A convemble preferred stock ............. (790,500) (790,500) (790,500)
R Net loss attributable to common stockholders ...... ......... $(22,696,803) $(31,107,793)- $(31,591,236)
""" ' Per common share data basic and diluted: o : d, L ‘
Net loss attrlbutable to common stockholders ............ $ ©0.23) $ 0.39).$... - (0.50)
Welghted average nurnber of common shares outstandmg, basic ‘ . T o
and d11uted ....... R 96,650,120 79,017,143 63,249,458

See accompanying notes to-consolidated financial statements.
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Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

~ AGENUS INC. AND SUBSIDIARIES

CONSOLIDATED STATEMEN TS OF CASH FLOWS
For the Years Ended December 31, 2010, 2009, and 2008

Cash flows from operating activities:

Netloss ...

Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization
* Noncash interest expense

Gain on extinguishment of debt
Asset impairment
Gain on sale of patent applications

- Accounts payable
" Deferred revenue

Net cash used in operziting activities

-Cash flows from investing activities:

Proceeds from maturities of available- for-sale secumtles
Purchases of available-for-sale secuntles
Proceeds from sale of equipment .

Purchases of plant and equipment
Sale of Ppatent apphcatlons

Net cash prov1ded by (used in) investing activities

“Cash flows from financing activities:

Net proceeds from sales ofequity ....................
Proceeds from exercise of stock options
Proceeds from employee stock purchases ..............
Treasury stock received to satisfy minimum tax withholding
TEQUITETNENLS . .. ... ...t
Payments of series A convertible preferred stock dividends
Payments of Iong term debt

Supplemental cash flow information:

Cash paid for interest

Non-cash investing and financing activities:

Share-based compensation . ........................ ... .....

L Change in fair value of derivative liability .. .... e
" Loss on dlsposal ofassets................. i,

Issuance of senior secured convertible notes as payment in-kind for

interest
Issuance of note rece1vab1e for ass1gnment of certain patent

applications™. ... ..... ..o, . o

Issuance of common stock, $0 01 par value, as payment of long term

debt mcludmg accrued and unpald interest

See acéompanying notes to consolidated financial statements.
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2010

. 2009

2008

$(21,906,303) $(30,317,293) $(30,800,736)

4,108,538

4,634,186

3,437,767

3,151,537 3130804 5581731
4053272 4014840 3474115

_ 317.512 R
2761426)  (2,653.387)  (7,734,042)

629,382 _ _
— (4619325

(1910,156) (47,707 .
161,188 ' 51,584 17,053
(35,000) — 318,707
297,603 (97,659) 284.496
47216 (141,498) - 226,613
(198.116) 296,004 (133,944)
674,101 (440,404) 467,309
(246,879)  (2,120.876)  (690.733)
(152221)  (293.559) 63,395
(14,758,035)  (24,193,011) (28,911,175)
40,000,000 30,000,000  24,117.910
(29.989,763)  (29,986,794) (29.911.527)

50,299 53550 - . _
(130437)  '(243868)  (206,010)
— —_ 2,000,000

— 2337475 L
9,930,099 2,160,363 (3;,999,627)
11525236 18,572,655 46,545,177
719 141312 46,562
48,603 16,933 286,930
— (54,943) - (257,681)
(790,500)  (790,500)  (790,500)
(6,240963)  (255.000)  (2,930,000)
4,543,005  17,630457 42,900,488
(284,841)  (4,402,191)  9.989.686
20,066,817 24,460,008  14.479.322

$ 19,781,976 $ 20,066,817 $ 24,469,008

$ 1122473 $ 1,573,906 $ 2,802,858

$ 2615667 $ 2418332 $ 2,235,883

10,361,920

14,134,189

2,619,325




e oo "AGENUS INC. AND SUBSIDIARIES
‘ NOTES TO CONSOL]DATED FINAN CIAL STATEMENTS

PR

@) Descrlptlon of Business ‘ :

Agenus Inc formerly Antlgemcs Inc (mcludmg its subs1d1anes also referred to as “Agenus ” the .
“Company,” “we,” “us and ur”) is a blotechnology company developmg and commerc1ahz1ng technologles .
to treat cancers and 1nfect1ous dlseases pnmanly based on 1mmunolog1cal approaches. Our most advanced
product Oncophage® (v1tespen), isa pat1ent-spec1fic therapeut1c cancer vaccine registered for use in Russra As
resources allow, we explore potential opportunities to seek product approval in other _]unsdlctlons Our Prophage
Series of cancer vaccines has been tested in Phase 3 clinical trials for the treatment of renal cell carcinoma, the
most common type of kidney cancer, as Oncophage, and for metastatic melanoma, and it has also been tested in
Phase 1 and Phase 2 clinical trials in a range of indications. It is currently in Phase 2 clinical trials in glioma,a .
type of brain cancer, and adjuvant renal cell carcinoma, validating immune response. Our product candidate
portfolio includes (1) QS-21 Stimulon ® adjuvant, or QS-21, which is used in numerous vaccines under
development in trials, some as advanced as Phase 3, for a variety of diseases, including human .~
1mmunodeﬁc1ency virus, cancer Alzhelmer s d1sease ‘malaria, and tuberculos1s, and (2) HerpV a therapeuuc
vaccine program tested i 1n aPhase 1’ chmcal trial’ for. the treatment of genital herpes, Further chmcal development
of HerpV will be pursued ifa development partnershlp can be successfully estabhshed Our busmess activities '
have included product research and development intellectual property prosecution, manufacturmg, regulatory
and clinical affairs, corporate finance and development activities, market development, and support of our
collaborations. ;

Our.product candidates require; clinical trials and approvals fromregulatory agencies, as well as acceptance
inf the marketplace, Part.of our strategy. is to- develop and commercialize some of eurproduct candidates by ...
continuing our existing arrangements. with academic-and corporate collaborators and licensees and by entenng
into new collaborations:. - - .. - ... i o s o er :

We have incurred significant losses since our inception. As of December 31, 2010, we had an accumulated
deficit of $584.4 million. Since our inception, we have financed our operations primarily through the sale of
equity and convertible notes, interest income earned on cash, cash equivalents, and short-term investment: -
balances, and debt provided through secured lines of credit. We believe that, based on our current plans and
activities, our workmg capital resources as of December 31, 2010, antlclpated revenues, and the estimated '
proceeds from our license, supply; and collaboratlve agreements ‘will be sufficient to satisfy our hquldlty .
requiréments into 2012. "Weé continué to monitor the likelihood of success of our key 1n1t1at1ves and are prepared '
to dlscontmue fundlng of such actrvxtles 1f they do not prove to be feasrble -

RR NI L. oy iy A < . .

Research and development program costs mclude compensatron and other direct costs plus an allocatlon of -
indirect costs, based on certain assumptions, and our review of the status of each program. Our product
candidates are in various stages of development and significant additional expenditures will be required if we
start new trials, encounter delays in our programs, apply for regulatory approvals,-continue development of our
technologies, expand our operatrons and/or bring our product. candidates.to market. The eventual total cost of
each clinical trial is dependent on a number of factors such as. tnal desrgn length of the tr1al number of cllmcal .
sites, and number of patients. The process of obtammg and maintaining regulatory approvals for new therapeutlc'
products is lengthy, expensive, and uncertain. Because the development of our Prophage Series vaccines is
subject to further evaluation and uncertainty, and because HerpV is in early-stage clinical development and
requires a partner for further development, we are unable to reliably estimate the cost of completing research and
development programs, the timing of bringing such programs to various markets, and, therefore, are unable to
determine when, if ever, ‘material cash inflows from operating activities are hkely to commence We w1ll
continue to- adjust other spendmg as needed in orderto' preserve llqmdlty SR - : S

. Asof December 31 2010 we had debt outstandmg of $34 9 mllllon in pnnc1pa1 mcludmg $34 7 mllhon in
principal of our 8% senior secured convertible notes due August 2014 (the “2006 Notes”) and $100,000 in . --
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principal of our 5.25% convertible senior notes due February 2025(the “2005 Notes™). The 2005 Notes are
subject to redemption at the option .of the holders or,us beginning February 1, 2012. We expect to attempt to raise
additional funds in advance of depleting our current funds. We may attempt to raise funds by: (1) licensing
technologies or products to one or more collaborative partners, (2) renegotiating third party-agreements, - ..

(3) completing an outright sale of assets, (4) securing additional debt financing, and/or (5) selling additional
equity securities. Satisfying long-term liquidity needs may require the successful commerciaiization and/or
partnering arrangements for our products and product candidates including Oncophage, HerpV and vaccines”
containing QS-21 undér development by our licensees and will require additional capital. If we incur operating
losses for longer than we expect and/or'we are unable to raise additional capital, we may become insolvent and

be unable to continue our operations. "

(2) Summary of Significirit Accounting Policies -
(a) Basis:“(.)f Pres?ntatioii :ahd Principles of an,sfoiiddﬁgn B

_The consolidated financial statements have been prepared in accordancé with U.S. generally accepted
accounting principles #nd include the accounts of Agenus and our wholly-owned subsidiaries. All significant
intercompany transactions and accotinits have been eliminated in consolidation. Certain prior périod. amounts *
have been retrospectively adjusted in order to conform to the current period’s preséntation” . - -

T o e Y B S : v R A S ) i

Sy AT 1 S A I

(b) Segment Information

- “We are managed ‘and'operated as-one business$: The entife business is managed by a single executive: .
operating committee that reports to the chief executive officer. We do-tiot operate separate lities of business with'
respect to any of our product ‘candidates: Accordingly, we'do not prepare disciete financial information:with *. - .-
respect to separate product areas or by location and do not have separately reportable segments.as defined by
ASC 280, Segment Reporting.

(c) Use of Estimates- =~ '~ =~ .. .. oo e el
Ve T " e . .. DT R o e RN
Thc..prepamtion of consolidated financial statements. in conformity with U.S. generally accepted accounting
principles requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities.
and disclosures of contingent assets and liabilities at the date of the consolidated financial statements and the ., .
reported amounts of revenues and expenses during the reporting period. We:base those estimates on historical:
experience and on various assumptions that are believed to be reasonable under the circumstances. Actual results
could differ from those estimates. - "+, .., . - Sp bl e e ;

(d) Cash and Cash Equivalents, \ , A
‘We cgﬁsidc_r all mghlyllqméi _iqyéstme_r‘itlé' purchased w1th matuntlesat acquisition of 'thféé ﬁibnths_lt)r less to
be cash equivalents, As of December 31, 2010 and 2009, cash equivalents consist primarily of money market

funds.

CLEE L e e
s L. 5 o

" (e) Investments -~ ' _
We classify investments in marketable securities at-the time of purchase. At December 31,2009, all - - .,
marketable securities are classified as available-for-sale and as such, the‘investments are recorded at fair value.
Gains and losses on the sale of marketable securities are recognized in operations based on the specific
identification method. At:‘December 31; 20 10, our investments consisted of institutional money market funds and
at December 31,2009, U.S.treasury'bills. - == 0.0 o e 0T
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o Concentratwns of Credit Risk

F1nanc1al 1nstruments that potentlally subJect us to concentratlons of credlt risk are pnmanly cash ,
equrvalents 1nvestments and accounts recervable We 1nvest our cash, cash equ1valents and 1nvestments in
accordance w1th our Investment Pohcy, Wthh spec1ﬁes hrgh credlt qualrty standards and hnuts the amount of
credit exposure ‘from any smgle issue, issuer, or type of i investment. We carry balances in excess of federally
insured levels, however, we have not experienced any losses to date from this practice. Credit risk on accounts ~
receivable is minimized by the financial position of the entities with which we do busmess Cred1t losses from
our customers have been immaterial. ;

(g) Inventones

- Inventories are stated 4t the lower of cost or market Cost has been deterrnmed usmg standard costs that
approx1mate the ﬁrst—m ﬁrst-out method ' S . : ’

(h) Plant and Equtpment

Plant and equipment, including software developed for internal use, are carried at cost. Depreciation is *~
computed using the straight-line ' method over the estimated useful lives of the assets. Amortization of leasehold
improvements.is computed over the shorter of.the lease term-or estimated useful life of the asset. Additions and
improvements are capitalized, while repairs and maintenance are, charged to expense as-incurred: Amortization-.
and depreciation.of plant.and equipment was $2.6 million, $2.8 rmlhon, and, $3 3 million for the years ended
December.31, 2010, 2009 and 2008, respectrvely - oo . .

)] Fatr Value of Fmanctal Instruments

The estimated fair values of all of our financial instruments, excluding debt, approximate their carrying
amounts in the consolidated balance sheets. As of December 31, 2010, the fair value of our 2005 Notes was
estimated based on the most recent market transactions. The fair value of our 2006 Notes-exclusive of the. -
conversion option is based on a present value methodology. The outstanding principal amount of debt including
the current portlon 1s $34. 9 m1111on and $52. 2 nnlllon at December 31 2010 and 2009 respectrvely '

(]) Revenue Reeogmtwn ‘: _

Revenue for services under research and development contracts are recogmzed as the services-are -
performed, or.as clinical trial materials are provided. Non-refundable milestone payments that represent. the. e
completion-of a separate earnings process are recognized: as revenue when earned: License fees and-royalties are
recognized as they are earned. Revenue recognized from: collaborative agreements is based upon the provisions--
of ASC-605-25, Revenue Recognition — Multiple-Element;Arrangements. Product revenue is recognized-as::-~ -
product is shipped. For the years ended December-31, 2010, 2009, and 2008;:39%, 51%, and 68%, respectively,
of our revenue was earned from one research partner. In.addition; 31%, 32% and.27% of our revenue forthe
years ended December 31,2010, 2009 :and 2008 was earned from one of our licensees. - :

(k) Foreign Currency Transactions

Gains and losses from our euro based currency accounts and foreign currency. transactions; such as those
resulting from the translation and settlement of receivables and payables denominated in foreign currencies, are
included in the consolidated statements of operatlons We. do not currently use derivative financial instruments to
manage the risks assoc1ated with forergn currency ﬂuctuat1ons We recorded foreign currency losses of $45, 000,
$32,000, and $378, 000 for the years ended December 31, 2010, 2009, and 2008, respectrvely Such losses are
included as a component of operating expenses.

( (4} Research and Development |

' Research and development expenses mclude the costs associated with our internal research and development
activities, including salaries and‘benefits; share-based compensation, occupancy costs, clinical manufacturing ‘
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costs, related administrative costs, and research and development conducted for us by outside, advisors, such as
sponsored university-based research partners and clinical study partners. We account for our clinical study costs

by estimating the total cost to treat a patient in each clinical trial and recognizing this cost based on estimates of

when the patient receives treatment, beginning when the patient eniolls in the trial. Research and development -
expenses also include the cost of clinical trial materials shipped to our research partners. Research and
development bo§f§':air}e expensed as incurred., Co o ’ o

(m) Share-Based Compensation Ry P

We account for share-based compensation in accordance with the provisions of ASC 718, Compensation—Stock
Compensation and ASC 505-50, Equity-Based Payments to Non-Employees. Share-based compensation-expense is-
recognized based on.the, estimated. grant date fair value; and is recognized net.of an estimated forfeiture rate;such that
we recognize compensation cost for those shares expected to vest. Compensation cost is recognized on a straight-line
basis over the requisite service period of the award. See Note 10 for a further discussion on share-based compensation.

(n) Income Taxes . ., R T o

* “Incoinie taxes ‘are accounted for tinder the'asset and liability method with deferréd tax assets and Habilities
recognized for the future tax consequences attributablé to differenices between the financial statement carrying:
amounts of existing ‘assets and-liabilities and their respective tax basis andinet Operating loss and tax credit °
carryforwards. Deferred tax assefs and liabilities'are measured using enacted tax rates expected to apply to: - -
taxable income in the years in which such items are expected to be reversed or settled: The effect on deferred tax
assets and liabilities of a change in tax rates is recognized in the consolidated statement of operations in the
period that includes the enactment date. Deferred tax assets are recorded when they more likely than not are
expected,to be realized. ;

(o) Net Loss.Per-Share.* "~ . - .+ .. .= .

" Basic income and 1oss per common share is calculated by dividing the net loss attributable to common =
stockholders by the weighted average number of common shares outstanding (including common shares issuable’
under our Directors’ Deferred Compensation Plan). Diluted income per common share is calculated by dividing
net income attributable to common stockholders by the weighted average number of common shares 'oilféténdi'ng
(including common shares issuable under our Directors’ Deferred Compensation Plan) plus the dilutive effect of
outstanding-instruments such as warrants, stock options, nonvested shares, convertible preferred-stock, and
convertible notes. Because we have reported a net loss attributable to common stockholders for all annual periods
presented, diluted:loss per.common share is the same as basic loss per common share; as the effect of utilizing -
the fully diluted share count would have reduced the net'loss per common share. Therefore, shares underlying the
warrants outstanding ‘or issuable to acquire 19,856,302 ‘shares, the outstanding stock:options.to acquire 7,272,850
shares;the'513,449 nonvested shares, the 2,000,000 common shares underlying the 31,620 outstanding shares of:-
series A convertible preferred-stock, and the impact of conversion of our 2005 Notes and our 2006 N otes are not
included in the calculation of diluted net loss per common share.

(p) Goodwill and Acquired Intangible Assets .-

not amortized, but inistead tested for impairment at least annually. Intangible assets with estimable useful lives
are amortized over their respective estimated useful lives to their estimated residual values, and reviewed for
impairment as deemed necessary. ' ‘ T - I

" Goddwill répresents the excess of cost over the fair value of net assets of businesses acquired. Goodwill is

Annually we assess whether there is an indication that goodwill is impaired, or more frequently if events
and circumstances indicate that the asset might be impaired during the year. We performour ‘anniial impairment
test as of October 31 of each. year. We consider ourselves a single reporting unit for purposes of the.impairment
test. We determine our fair value using the quoted market price of our common stock, adjusted for certain ., .
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factors,.and compare it to our net book value at the date of our evaluation. To the-extent our net book value
exceeds the fair value, there is an indication that the reporting unit goodwill may be impaired-and a second step
of the 1mpa1rment test is performed to determine the amount of the 1mpa1rment to be recognized, if any.

The costs of core and developed technology are presented at thelr estimated falr value as of their acqu1s1t10n
date. These costs were being amortized on a strmght-hne basis over their estimated useful lives of 10 years.. .

Lo

(q) Accounting for Asset Retirement Obligations '

'We record the fair value of an asset retuement obhgatlon asa 11ab111ty in the per10d in Wthh we’ mcur a
legal obhgatlon associated w1th the retirement of tangible long- -lived assets that result from the acqu1s1t10n
construction, development, and/or normal use of the asséts. A legal obhgatlon isa 11ab111ty that a party is requlred
to settle as a result of an existing or enacted’ law statute, ordinance, or contract. We are also’ requ1red torecord a’
correspondlng asset that is deprec1ated over the life of the asset Subsequent to the initial measurement of the
asset retirement obhgatlon the obhgat1on w111 be adJusted at the end of each penod to reflect the passage of time
(accretion) and changes in the estimated futuie cash flows undérlying the’ obhgatlon Changes in the liability due
to accretion are charged to the consolidated statement of operatlons whereas changes due to the timing or
amount of cash flows are an adjustmient to the carrying amount of the related asset. Our asset retirement
obligations primarily relate to the explratlon of our fa01hty leases and ant1c1pated costs to be 1ncurred based on
our lease terms ' : : : B

(r) Long-lzved Assets

Recoverability of assets to be held and used; other than goodw1ll and 1ntang1b1e assets not bemg amortlzed
is measured by a comparison of the carrying amount of an asset to the undiscounted future net cash flows
expected to be generated by the asset. If the carrying amount of an asset exceeds its estimated future
undiscounted cash flows, an impairment charge is recognized for the amount by which the carrying amount of
the asset exceeds the fair value of the asset. Authoritative guidance requires companies to separately report
discontinued operations and extends that reporting to a component of an entity that.either has been disposed of
(by sale, abandonment, or in a distribution to owners) or is classified as held for sale. Assets to be disposed of are
reported at the lower of the carrying amount or fair value less costs to sell.

(s) Recent Accounting Pronouncements

In October 2009, the FASB revised authoritative guidance on multiple-deliverable revenue arrangements
providing a greater ability to separate and allocate arrangement consideration in a multiple-deliverable revenue
arrangement by requiring the use of estimated selling prices to allocate.-arrangement consideration if neither
vendor-specific objective evidence nor third party evidence of selling price is available, thereby eliminating the
use of the residual method of allocation. The revised guidance also requires expanded qualitative and quantitative
disclosures surrounding multiple-deliverable revenue arrangements. This guidance is éffective for fiscal years
beginning after June 15, 2010 and may be applied retrospectively or.prospectively for,new or materially modified
arrangements. Early adoption is permitted. We will evaluate the impact of this standard on future revenue
arrangements that we may enter into.

In April 2010, the FASB codified the consensus reached in Emerging Issues Task Force Issue No. 08-09,
“Milestone Method of Revenue-Recognition” by issuing Accounting Standard Update (“ASU”) No. 2010-17
Milestone Method of Revenue Recognition, to limit the scope of this ASU to research-or development. .-
arrangements and require that guidance in this ASU be met for an entity to apply the milestone method (which
allows entities to record the milestone payment in its entirety in the period achieved). However, the FASB
clarified that, even if the requirements in this ASU are met, entities would not be precluded from making an
accounting policy election to apply another appropriate accounting policy that results in the deferral of some
portion of the arrangement consideration. The ASU was effective for periods beginning on or after June 15,
2010. Early application was permitted. Entities can apply this:guidance prospectively to milestones achieved
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after adoption. However, retrospective application to all prior periods was also permitted. We will evaluate the
impact of this standard on future reventie arrangements that we may enterinte. -~ =~ - : '

In January 2010, the FASB issued ASU No. 2010-06, “Fair Value Measurements and Disclosures (Topic
820)—Improving Disclosures about Fair Value Medsurements” (“ASU 2010-06).' ASU 2010-06 requires new
disclosures‘régarding significant transfers in and out of Levels 1'and 2 fair value measurements, as well as '
information about activity in Level 3 fair value measurements, including presenting information about purchases,
sales, issuances and settlements on a gross versus a net basis in-the Level 3 activity roll forward. In addition, :
ASU 2010-06 also clarifies existing disclosures regarding input and valuation techniques, as well as the level of
disaggregation for each class of assets and liabilities. ASU No. 2010-06 was effective for interim and annual
periods beginning after December 15,2009, except for the disclosures pertaining to purchases, sales, issuances
and settlements in the roll forward of Level 3 activity; those disclosures are effective for interim and annual |

periods beginning after December 15, 2010. The adoption of ASU 2010-06 had no current impact and is expected

to have no subsequent impact on our consolidated financial position, results of operations or cash flows.

Required disclosure requirements of ASU 2010-06 have been iné_lud_cd in Note 15.

In De‘:cembcr._.2'().1 0, \the_‘l_-"'Aﬂ.SB issucd addjtional guidance on when to perform Step 2 of the goodwill .. .
impairment test for reporting units with. zero or negative carrying amounts, The criteria for evaluating Step 1 of .
the goodwill impairment test and proceeding to Step 2 was amended for reporting units with zero or negative
carrying amounts and requires performing Step 2 if qualitative factors indicate that it is more likely than not that
a goodwill impairment exists. This guidance is effective for fiscal years, and interim periods within those years,
beginning after December 15, 2010. Upon adoption of the amended guidance, any impairment will be recorded
as an-adjustment to:beginning retained earnings. We are currently evaluating the impact of adoption on our
consolidated financial statemeénts. o : : 0 '

@) Inventories 1 R o
“The éo’mponent's’ of invén_tofies are-as follows as of December 31, 2010 ahd 2009 (in‘thousands).

2010 - :.2009

WOTK i process . . ......o.ouuue e $— $242
Finishedgoods.........................................-;...;...\.-.-.'.’..':..z . 26 82
-:$ 26 $324

1

(4) Investments - i
Cash Equivalents and Shortterm Investments

* Cash equivalents dnd' short-term investiments consisted of the following ‘as of December 31,2010 and 2009
(in thousands), “: " - o o : ‘ S o

2010 2009
‘7 7 Estimated - - " Estimated
B R : D . - Cost Fair Value :Cost . .. Fair Value ..
Institutional money market funds ... . ... . oo $19,782 0 $19,7820  $19,468  $19:468
f"U.S.‘trezi:Sui*ybills...'; N PR —= - D=L 9998 9,998 : -

$19782 819782 $29466  $29466

Proceeds from maturities.of avail-able-for-‘sale-securities amounted to-$ 40.0 million, $30.0 million, and " -
$24.1 million, for the years ended December 31, 2010,2009, and 2008, respectively. No available-for-sale . -
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securities were sold before their maturity in 2010, 2009, or 2008. Gross realized gains and gross realized losses
included in net loss. s a result of those maturities were immaterial for.each of the years in the threé-year period
ended December 31, 2010. As a result of the short-term nature of our investments, there were no unreahzed
holdmg gams orlosses as:of December 31, 2010;. 2009 and 2008. T A -

of the investments listed above; $19 8 million and $19.5 million have been classified as cash equivalents on
our consolidated balance sheet as-of December 31, 2010'and 2009, respectwely Approx1mate1y $10 0 nnlhon
were classified as'short-term investments ‘as of December 31, 2009. :

(5) Plant and Equipment
“Plant and eqdiprr;ent asof Deeember 31,2010 and 2009 eonsi.stsr of "t_he folloyying (mthousands) .

e

Estlmated .

L PR S A S : T T w9t 7 ‘Depreciable -
T sl Coat . - Vi Lo 2010 2009. . ~Lives- - -
Furnitute, fixtures, and other .......0 ... ...........0.  $°1,649 $ 1648 3 to 10 years
Laboratory and manufacturmg equ1pment ................ 5,546 6,817  41to 10 years
Leasehold improvements - ... ... 5" e P 18;218' 22,778 2'to 12'years
~ Software and'computer equipment . ..................¢ 1 5,774 - 6 070 * " 3 years
Construction in Progress . ..........eeeeinnuneeeaennn. — 191 Co
% s 31,187 37,504
Less accumulated depreciation and amortization .......... (24,993) (28,613)

$ 6194 ..% 8891 -

Dunng the year ended December 31, 2010, plant and equ1pment with a net book value of approx1mately
$155, 000 was ret1red from service and disposed.

©) othér_ Intangible Assets

The following table presents certain information on our intangible assets as of December 31, 2010 and 2009
(in thousands).

" Weighted Asoribecember'sl, 2010 " AsofDecember31,2009.

Average,  Gross Net Gross Net
Amomzatlon Carrying - Impalrment Accumulated Carrying Carrying  Accumulated Carrying
Period . Amount Charge Amortization Amount Amount Amortization -Amount

Aimortizing intangible

assets: :
Core and developed T R : B ST T
technology el 10 yea.rs $11,073 ‘ $630 - $10,'443 T $11,073 '$9,753 "$1,320'

Our intangible assets were being amoruzed over their estimated useful lives of 10 years with no6 esumated
residual values. Amortization ' expense related to core and developed technology was $690 000, $1.1 mllhon and’
$1.1 million, in 2010, 2009 and 2008 respectively. As further development of Aroplatm a liposomal
chemotherapeutic tested in a Phase 1 clinical trial for the treatment of solid malignancies and B-cell lymphomas
was discontinued, we determined that an impairment had occurred and accordingly recorded a loss of
approximately $630,000 during the year ended December 31, 2010, representing the net carrying value of the
intangible asset related to liposomal technology at the time development was discontinued. This impairment
charge is included in research and development expenses.
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) Income Taxes N

“We are subject to taxation in the U.S. and various state, local, and foreign jurisdictions. We remain subject :
to examinatien by U.S: Federal, state,local, and foreign tax authorities for tax years 2007 through 2010. With'a -
few exceptions, we are no longer subject to U.S. Federal, state, local, and foreign examinations by tax authorities
for the tax year 2006 and prior. However, net operating losses from the tax year 2006 and prior would be subject
to.examination if and when used in.a future tax return to offset taxable income. Qur policy is to recognize income
tax related penalties and interest, if any,:in our provision for income taxes and, to the extent applicable, in the
corresponding income tax assets and liabilities, including any.amounts for uncertain tax positions..

As of December 31, 2010, we have available net operating loss carryforwards of $481.8 million and $120.7
million for Federal and state income tax purposes, respectively, which are available to offset future Federal and |
state taxable income, if any, and expire between 201 1 and 2030. Our ability to use these net operating losses is
limited by change of control provisions under Internal Révenue Code Section 382 and may expire iunused. In
addition, we have $7.9 million and $6.4 million of Federal and state research and development credits,
respectively, available to offset future taxable income. These Federal and state research and development credits
expire between 2012 and 2030 and 2015 and 2025, respectively. The potential impacts of such provisions are
among the items considered and reflected in management’s assessment of our valuation allowance requirements.

Thevtax effeét of -tempbrary differences and net op_eratihg loss and tax credit ‘carry.,fvorward:s ;that .givé. rise to
significant portions of the deferred tax assets and deferred tax liabilities as of December 31, 2010 and.2009 are
presented below (in thousands). Lo

2010 2009
Deferred tax assets: Y A
Net operating loss carryforwards .............................. $ 170,171  $ 167,263
Research and development tax credits ......................... . 12,122 12,929
Other ....... e e 13,042 13,618
Total deferred tax assets ......................... seeeeeeeen oo 195335 0 193,810.
Less: valuation allowance ............................ ... ... .. (195,052)  (192,292)
Net deferred tax assets .......................oocoo i 283 . 1,518
Deferred tax liabilities ....................... ... .. . ... ... . (283) ~ :(1,518)
A.:"Ne,td.eferr,ed:tax P L T . SR

In assessing the realizablility of deferred tax assets, we consider whether it is more likely than not that some
portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is
Qe.pé:r'_ldcntz upon the generation of future taxable income during the periods in which the net operating loss and
tax credit carryforwards can be utilized or the temporary differences become deductible. We consider projected
future taxable income and tax planning strategies in making this assessment. In order to fully realize the deferred
tax asset, we will need to generate future taxable income sufficient to utilize net operating losses prior to their -
expiration. Based upon our history of not generating taxable income due to our business activities focused on
product development, we believe that it is more likely than not that deferred tax assets will not be realized
through future earnings. Accordingly, a valuation allowance has been established for deferred tax assets which
will not be offset by the reversal of deferred tax liabilities. The valuation allowance on the deferred tax assets
increased by $2.8 million during the year ended December 31, 2010 and decreased $3.4 million during the year
ended December 31, 2009. The net operating loss includes amounts pertaining to tax deductions relating to stock -
exercises for which any‘subséquently recognized tax benefit will be recorded as an increase to additional paid-in
capital.
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Income tax benefit was nil for each of the years ended December 31, 2010, 2009, .and 2008, and differed .
from the amounts computed by applymg the U.S. Federal income tax rate of 34% to loss before income taxes as a
result of the followmg (m thousands) $ ARE '

2000 . 2009 2008

Computed expected” Federal tax beneﬁt ...... e e e R (7,45 1) $(10,308) $(10,472)
(Increase) reduction in income taxes benefit resulting from:. S S : .
Change in valuation allowance .\ .:..... . i e il 02,160 (3,415) 5,311
Increase due to uncertain tax positions .............c...ceiiiiiian..n 67 - 241 4,615
State and local income benefit, net of Federal income tax beneﬁt ........ (534) (1,498 (1,799
Net operating loss expirations-................. il it e 4363 14,759  —
: Other,net‘..‘.e;....-....'.; ....... A S A el - 7950 10221 - 2,345

Askof December 3l 2010 andv2009 our. gross untecognized tax benefits totaled $5 4.and $5.3 million, '
respectively. These unrecognized tax benefits would all impact. the effective tax rate if recogmzed There are no
positions which we ant101pate could change within the next twelve months '

A reconc1l1at10n of the begmnmg and endmg amount of gross um'ecogmzed tax beneﬁts is as follows (m :

thousands):
Balance December 31, 2009 ...................... R VT $5 349.
Increase related to current year positions . . . . . . D PP 62
Increase related to previously recognized posmons P O . 18-
Balance December31 2010 e e Ll 85429
®) Accrued Llabllltles

Accrued l1ab1ht1es consist of the followmg as of December 31 2010 and 2009 (1n thousands) RIS

2010 2000

o237 (o) | $1,086 $ 155
Professional fees ...... S IR et eeeeeeeean O P - 888 915
Clinical contractors ............%couen. O P T e e - 89 295
S Accruedinterest . ... ... e e e e R e e, 2 437
(81T R A AR IPR 620 - 795
$2,685 ‘$2,597

(9) Equity

Our authorized capital stock consists-of 250,000,000 shares of:$0.01 par value per share of common stock
and 25,000,000.shares of preferred stock, $0.01 par value per:share. Our Board of D1rectors is authorized to issue
the preferred stock and to set the voting, conversion, and other nghts

In a private placement in September 2003, we sold 31,620 shares of our series A convertible preferred stock,
par value $0.01 per share, for net proceeds of $31.6 million. Under the terms and-conditions of the Certificate of
Designation creating the series A convertible preferred stock, this stock is convertible by the holder at any time
into our common stock; is non-voting; carries a 2.5% annual dividend yield, has an initial conversion price of
$15.81 per common share, subject to adjustment, and is redeemable by us-at its face amount ($31.6 million) on or
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after September 24, 2013: The Certificate of Designation does not contemplate a'sinking fund. The series'A '
convertible preferred stock ranks senior to:our common stock. In a liquidation, dissolution;:or winding up-of the
Company, the series A convertible preferred stock’s liquidation preference must be fully satisfied before any. 't
distribution could be made to the holders of the common stock. Other than in such a liquidation, no terms of the
series A convertible preferréd.stock affect our ability to declare or pay dividends on our common stock as long as
the series A.conveitible: preferred stock’s dividends are accruing. The liquidation value of this:series A AR
convertible preferred stock is equal to $1,000 per share outstanding plus any‘accrued-unpaid dividends: Accrued’
and unpaid dividends of the series A convertible preferred stock aggregated $197,625 or $6:25per share, at. :
December 31,2010, - . o S g

("

-~ On September 10, 2007, we issued. 1,623,377 shares of our common stock at:a price of $3.08 per-share fo a
single institutional investor. In conjunction with this transaction, we also issued to the investor 10,000 shares of
our new series B1 convertible preferred stock and 5,250 shares of our new series B2 convertible preferred stock.
Shares of the series B1 convertible preferred stock permitted the investor, within one year of the anniversary of
closing, to purchase up to an additional $10.0 million of common shares at a purchase price equal to the lesser of
$3.08 per share or-a price calculated based on the then:prevailing price of our' common stock mirnus$0.30 per
share.:Gross proceeds of $5.0 million were received as aresult of this transaction. Net proceeds;-after deducting -
the placement agent fees and offering expenses paid by us; were $4.7 millioni: The class B convertible preferred .
stock has been recorded as an equity classified instrument in accordance with the applicable authoritative
guidance. In April 2008, we issued'1,585,197 shares 6f our common. stock-upon conversion ofi10,000 shares.of
our series B1 convertible preferred stock via a cashless conversion. These shares were issued pursuant toran ;v
effective shelf registration statement. Shares of the series B2 convertible preferred stock permit the investor to
purchase common shares for consideration of up to 35 percent of the total dollar amount previously invested
pursuant to'the agreement with the investor, including conversions of the series B1 convertible preferred stock, at
a purchase:price equal to the lesser of $4.16 per commeon share or a price calculated based on the then-prevailing
price of our,common stock, and such right expires seven years from the date of issnance. In April 2009, we
issued 5,929,212 shares of our common stock upon conversion of 2,145 shares of our series B2 convertible
preferred stock via cashless conversions. Upon completion of the conversions, 3,105 shares of our series B2
convertible preferred stock are still outstanding although no further shares can be converted into shares of = . . .
common stock as the maximum number of shares (as defined in the agreement) have been issued. ‘The tofal
number of shares. of common stock issued or isstiable-to thé holder of the class B convertible preferred:stock
cannot exceed 19.9% of our outstanding common stock. No dividends are paid on the class B convertible
preferred’stock and there are no liquidation preferences.

OnJanuary 9,2008, we entered into a private placement agreement (the “January 2008 private placement”)
pursuant to which we sold 8,708,717 shares of common stock. Investors also received (i) 10-year warrants to
purchase, at an exercise price of $3.00 per share, up to 8,708,717 shares of common stock and- (ii) unit warrants
to purchase, at an exercise price of $3.00 per unit, contingent upon a triggering event as defined in the January
2008 private placement documents, (a) up to 8,708,717 shares of common stock and (b) additional 10-year
warrants:to purchase, at an exercise price of $3.00 per share, up to 8,708,717 additional shares of common stock.
We raised net proceeds in the January 2008 private placement of $25.8 million, after deducting offering costs of
$296,000.

*In accordance: with:the terms of the Jahuary 2008 private placement; the 10-year wairants became = - -
exercisable for:a period of 9.5 years as of July 9; 2008 Our: private placement in April 2008 qualified as-a.-
triggering event, and therefore the unit warrants’became exercisable for.a period-of eighteer months as of July:9,"
2008. The unit warrants expired unexercised in J anuary 2010.

- In February 2008, we filed a:registration statement covering the resale of the. 8,708,717 shares 6f common
stock issued and the 8,708,717.shares issuable upon the exercise of the'10-year warrants issued in the: January: .
2008 private placement. The Securities and Exchange Commission (the “SEC”) declared the resale registration. .
statement effective on February 14,2008, -+ . .. . : i S O e
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On:April 8, 2008, we entered into a private placement agreeiment (the “April 2008 private placement?)
under which we sold (i) 7,000,000 shares of common stock and (ii) five-year warrants:to acquire up to 7,000,000
shares of common stock at an exercise price of $3:75 per share, for $3.00 for each share and warrant sold. The -
warrants became exercisable for a period of 4.5:years as of October 10, 2008 We raised-net: proceeds in the Aprrl
2008 private placement of $19.7 million, after deducting offering costs-of $1.3 million. . :

In Aprrl 2008, we filed a registration statement covering the resale of the 7,000,000 shares of common stock
issued and the 7,000,000 shares issuable upon the exercise of the related warrants issued in the April 2008’ prrvate
placement The SEC.declared the resale registration statement effectlve on May 7, 2008. S

On July 30 2009 we entered into a pnvate placement agreement under Wthh we 1ssued and sold ‘
@35, 000 000 shares of our common stock (ii) six-month warrants to purchase up to2, 500 000 addrtlonal shares
of common stock at an exercrse price ¢ of $2.00.per share, and (iii) four-year warrants to purchase up to 2 173 900
addrtronal shares of common stock at an exer01se price of $2.30 per share, for $2 00 for each share sold
generatmg gross proceeds of $10 0 rrnlhon The six-month warrants exprred unexerc1sed inJ anuary 2010
Subsequently, we filed, and the SEC declared effectlve a reglstratron statement, covermg the resale of the,
5,000, 000 shares of common stock 1ssued and the 4,673,900 shares 1ssuable upon the exercise of the related
warrants 1ssued in this private placement :

" On August 3 2009 we entered into’ a prrvate placement agreement under Wthh we 1ssued and sold
(1) 4 385,965 shares of our common stock, '(ii) six-month warrants to purchase up to 2,192, 982 additional shares f
of common stock at an exercise price of $2.31 per share, and (iii) four-year warrants to purchase up to 1,973,685
additional shares of common stock at an exercise price of $2.50 per share, for $2.28 for each share sold
generating gross proceeds of $10 0 rrnlhon The warrants were not exercisable for the ﬁrst six months following
the closing, which occurred on August 4, 2009 The six-month warrants expired unexerc1sed in July 2010.
Subsequently, we filed, and the SEC declared effective, a regrstratron statement covermg the resale of the
4,385,965 shares of our common stock issued and the 4 166,667 shares 1ssuable upon the exercise of the related
warrants 1ssued m this private placement In connection with the two private placements durmg 2009 we rarsed :
net proceeds of $18 6 million, after deductlng offering costs of $1 4 million.

As’ part of all private placement agreements we agreed to register the shares of comunon stock and the -~
shares of common stock underlymg the warrants (with the exception of the unit warrants from the J. anuary 2008
pnvate placement) issued to the investors with the SEC within contractually’ specified time penods Asnoted
above we ﬁled reglstratron statements covermg all requlred shares We have also agreed to use our best éfforts fo
contmuously effective in accordance with the teims of the private placements ‘we are sub]ect to hqu1dated
damages of up to'a maximim of 10% of the aggregate purchase pnce pard by the ongmal mvestors or up to $3 8
mrlhon as of December 31, 2010 S

In Aprrl +2008, we issuied and sold a total of 271 762 shares of our common stock through our placement
agent, Wm Smith & Co., and raised net proceeds of $804,000, after deducting offering costs of $38,000, in at the
market transactions. Proceeds from the offering were used for general corporate purposes. During the year ended
December 31, 2010, we issued approximately 6.8 million shares of our common stock under an At the Market
Sales Agreement through our sales agents, McNicoll, Lewis & Vlak LLC and Wm Smith & Co. and raised net
proceeds of approximately $8.6 million after deducting offering costs of approximately $325,000. These -
offerings were made under effective shelf registration statements Approxrmately 13 nnlhon shares remain
avarlable for sale under thrs agreement : : e

On December 13 2010 we entered into subscrrptron agreements under whrch we 1ssued and sold 3,199, 451
shares of our common stock for-the aggregate purchase price of $2,879,506. Additionally, within 90 calendar
days of the date of the subscription agreements, the investors have the right and option to purchase upto-an
additional 639;890 shares of our common stock for the aggregate purchase price of up to $575,901. The offermg
and:sale of these common shares were made under an effective shelf registration statement.
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During the years ended December 31, 2009, and 2008, certain employees; in lieu-of paying withholding
taxes on the vesting:of nonvested stock awarded under our.1999 Equity Incentive Plan, as.amended (the “1999 ...
EIP”), authorized the withholding of an aggregate of 117,913, and 137,078 shares, respectively, -of common stock
to satisfy thie minimum tax withholding requirements related. to such vesting. We recorded these sharesas : .-
treasury stock using the cost method at the market.price of the common stock on the vesting dates:

(10) Share-based Compensation Plans . R T ERPYS
Our 1999 EIP authorized awards of incéntive stock options within the meaning of Section 422 of the. - -
Internal Revenue Code (the “Code”), non-qualified stock options, nonvested (restricted) stock, and unrestricted
stock for up to 12,000,000 shares of common stock (subject to adjustment for stock splits and similar capital
changés and exclusive of options exchangéd at the consummation of mergers) to employees‘and: in the case of '
non-qualifiéd stock options, nonvested (restricted) stock, and unréstrictéd stock, to consultants and directors as
defined in the 1999 EIP. The plan terminated on November 15, 2009, On March 12, 2009, cur Board of Directors
adopted, and on June 10, 2009, our stockholders approved, our 2009 Equity Incentive Plan’(the “2009 EIP*). Th¢
2009 EIP provides for the grant of incentive stock options intended to qualify under ‘Section 422 of the ‘Code, -
nonstatutory stock options; restricted stock, unrestricted stock and other equity-based awards, such as stock
appreciation rights, phantom stock awards, and restricted stock units, which we refer ‘cc’)ll"e'"éti'\'/"ely' as Awards, for
up to 13,000,000 shares of our common stock (subject to adjustment in the event of stock splits and other similar
events). The Board of Directors appointed the Compensation Committee to administer the 1999 EIP and the 2009

EIP.

_ Under the 199'9_E‘m131‘oye'e Stock Purchase Plan, as amended (the “1999 ESPP”), eligible employees
purchased shares of common stock at a discount from fair value. There were 450,000 shares of common stock
reserved fof issuance under the 1999 ESPP. The 1999 ESPP, which terminated on November 15, 2009, was =~
intended to qualify as an employee stock purchase plan within the meaning of Section 423 of the Code. Oni' .
March 12,2009, our Béard of Diréctors adopted, and on June 10, 2009, ur stockholders approved, the 2009
Employee Stock Purchase Plan (the “2009 ESPP”) to provide eligible employees the opportunity to acquiré gur
common stock in a program also designed to comply with Section 423 of the Code. Thete are 500,000 shares ‘of
common stock reserved for issuance under the 2009 ESPP subject to adjustment as defined in the plan. Rights to
purchase common stock under the 2009 ESPP are granted at the discretion of the Compensation Committee, .
which determines the frequency and duration of individual offerings under the plan and the dates when stock may
be purchased. Eligible employees participate. voluntarily and may withdraw from any offering at any,time before.
the stock is purchased, Participation terminates. automatically upon termination of employment. The purchase -
price per share of common stock in an offering is 85% of the lesser of its fair value at the beginning of the e
offering period or, on the applicable exercise date and may be paid through payroll deductions, periodic lump sum
payments, the delivery of our common stock, or a combination thereof. Unless othex;{ayisé péi;nitté:dr by the Board
of Directors, no participant may acquire more than 20,000 shares of stock in any offering period. No participant
is allowed to purchase shares under the 2009 ESPP if such-employee would own or would be deemed, to own
stock possessing 5% or more of the total combined voting power or. value of the Company. No offerings will be
made under the 2009 ESPP after June 10, 2019, ¢ . T L e Sy

Our Director’s Deferred Compensation Plan, as amended, permits each Qutside director to defer all, oras; >
portion of, their cash. compensatjon until their service as a director ends or. until a speciﬁ@d;date.ingo acash - -
account or a stock account. There are 450,000 shares. of our common stock reserved for issuance.under this plan.
As of December 31, 2010, 92,946 shares have been issued. Amounts deferred to a cash account will earn interest
at the rate paid on one-year Treasury bills with interest added to the account annually. Amounts deferred to a
stock account will be converted on a quarterly:basis into a number of units representing shares of our.common
stock equal to the-amount of compensation which the participant has elected to defet to-the stock account divided
by the applicable price. for our.common stock. The applicable price for‘our common: stock has been defined as the
average of'the closing price of our common stock for all trading days during the calendar.quarter preceding.the -
conversion date as reported by. The Nasdaq Capital Market. Pursuant to this plan, a total of 426,789 xinits, éach. -
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representing -a.share of our common stock.at-a weighted average common stock price ofi$1:86, have been
credited to participants’ stock accounts as of December 31, 2010. The compensation charges for this plan were .
1mrnater1a1 for all perlods presented

We use the Black-Scholes option pricing: model to value options granted to employees and non—employees
as well as options granted to members of our Board of Directors. A]l stock option grants have 10-year terms and
generally vést ratably over a four-year period. The non-cash charge to operations: for the non-employee options
with.vestinig or'other-performance criteria is affected each reporting: perrod until the. non—employee optrons vest,
by changes in the-fair:value of our common stock IR R : e

The farr value of each opt10‘n granted dunng the periods was estimated on the date of grant using the. : -
following weighted average assumptions:

Expected VOIatility ... ..........oo.ueenee e e 108% 94% T1%

Expected term in years ............ P i e e el e T oo 6 6 .5
Risk-free interest rate . ...ttt ettt 21% 2.7% 2.8%

Dlvrdend yleld .................................................... % 0% 0%

Expected Volat111ty is® based exclusively on historical volatility data of our common stock. The expected
term of stock options granted is based on historical data and other factors and represents the: -period. of time that
stock options are expected to be outstanding prior to exercise. The risk-free interest rate is based on U.S. .- -
Treasury;strips with maturities that match the expected term on the date of grant.

A summary of optlon. activity for 2010 is presented below:

Weighted
) ) ._Average
R s I IR B .~ Weighted : - ‘Remaining:~ .-} .
. . . Average ,;Contractual . Aggregate

o Exercise Term ~° Intrinsic
e RS A g Options - - . Price - . (inyears): i . Value .. - :
Outstanding at December 31,2009 ............ 6,148,621 * $2.93 7 o ‘
Granted . . . 2,021,700  0.80
‘- Exercised 958) 075

Forfeited T (281,989) 1600 T
(614,524) " 469 -

7272850 $2 24 i s@ss,a'iz’}

_ Vested or exPected to vest at December 31 o _ ST SR
2010 NP A B R N o 7,028,559 ‘$2.28 SRR O ‘$408 652"
Exercisable at December 31,2010 ............ 4,686,71’6' . $2.76,‘i 66 .- $130,898
The welghted average' grant-date faJr values of options- granted durmg the years ended December 31 2010
2009 and 2008, wasi$0.61; $1.21,and $1.03; respect1vely ' S :
The aggregate intrinsic value in the table above represents the d1fference between our closmg stock price on
the last trading/day of fiscal 2010 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, -
2010 (the intrinsic value is considered to be zero if the exercise price is greater than the closing'stock:price). This
amount changes based on the fair market value of our stock. The total intrinsic value of options exercised during
the years ended December 31, 2010, 2009, and 2008, determined on the dates of exercise, was $0 and $54,000
and $21,000, respectively.
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During 2010, 2009, and 2008, all-options were:granted with exercise prices equal to the market value of the-
underlying shares of common stock on the grant date. B e [EOT

As of December 31, 2010, $1.3 million of total unrecognized compensation cost related to stock options
granted to employees and directors is expected to be recognized over a weighted average period of 1.6 years:

As of December 31, 2010; unrecognized expense for options granted-to outside advisors for which i~ .~
performance (vesting) has:not yet been completed but the exercise price of the option is known is $64,000. Such
amount is subject to change each reporting period based upon changes in the fair: value of our common stock,
expected volatility, and the risk-free interest rate, until the outside advisor completes his or her performance
under the option agreement; =+ ¢ TR e o

Certain employees and consultants have been granted nonvested stock. The fair value of nonvested stock is
calculated based on the closing sale price of our common stock on the date of issuance.

A summary of nonvested stock activity for 2010 is presented below:

Weighted |

Average

Nonvested Grant Date

Gl e e . . _.Shares.  Fair Value

Outstanding at December 31,2009 .. ... ........ e e 200,029 - $1:13
Granted ..........00.. .. A SR A T e © 1949844 081 -
Vested ................. A e ool (1,589,249) 088

Forfeited . ..... ... ... .. . e (47,175) 1.08

Outstanding at Decemiber 31,2010 .................00.... ... L s13449 0 077

As of December 31, 2010, there was $295,000 of unrecognized share-based compensation expense related
to these nonvested shares. This cost is expected to be recognized over a weighted average period of 1.8 years.
The total intrinsic value of shares vested during the years ended December 31, 2010, 2009, and 2008, was $1.6
million, $1.5 million, and $1.3 million, respectively. . Lo - S

Cash received from option exercises and purchases under our 1999 ESPP and our 2009 ESPP (collectively
the “ESPPs”) for the years ended December 31, 2010, 2009, and 2008, was $49,000, $158,000, and $333,000,
respectively. We issue new shares upon option exercises, purchases under our ESPPs, vesting of nonvested stock,
and under the Director’s Deferred Compensation Plan. During the years ended December 31, 2010, 2009, and
2008,89,725 shares, 41,300 shares, and 171,113 shares, were issued under the ESPPs, respéctively. During the
year ended December 31, 2010, 1,585,902 shares were issued as a result of the vesting of nonvested stock. -
During the year ended December 31, 2009, 2,221,176 shares, net of 117,913 shares withheld to cover personal
income tax withholding, were issued as a result of the vesting of nonvested stock. During the year ended
December 31, 2008, 629,912 shares; net of 137,078 shares withheld to cover personal income tax withholding,
were issued as a result of the vesting of nonvested stock. The shares withheld were recorded as treasury stock
using the cost method, at weighted average prices-of $ 0.47 per share and $1.88. per.share during the years ended
December 31, 2009, and 2008, respectively, based on the closing sale price of our common stock on the vesting
dates, for a total of approximately $55,000, and $258,000, respectively.

\I.-:Torvlthe years ehded Deeember 31, 2009, and 2008, 15,376 shéres, and-61,938 sharee,_fespecﬁvely, wer.e
issued under our Directors’ Deferred Compensation Plan. No shares were issued during the year ended '
December 31,2010. ;.. . : ) o P ~
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.;The impact:on our results of operations:from;share-based cornpensatlon for. the years ended December 31 :
2010 2009, and 2008, was as follows- (111, thousands) I d RN AREE :
S ’ EEE 010 '2"069""‘ T 008
~$1,058. $ 864 $1,517
., ae et . . . oo . 2’094‘ 2,267 4,065 S
= Total share-based compensatlon expense T i el T $3,152 : $3,131- $5,582 -

D
SO

.Research and development . .
General and administrative .

R

(11) License, Research, and Other Agreements R

“In November-1994; we entéred into a' Patent Licensé Agreement with the Mount Sinai School of Medicine,
or:Mount Sifi (the “Mount Sihai Agreement”) Through the Motint- Siriai’ Agreement, wé obtained an exclusrve '
worldwide license to patent rights relatmg to the heat shock protem technology that resulted from the research
and develdpment performed by Dr. Pramod Srivastava; our founding scientist'and a former ‘meimber of our Board
of Directors. We agreed to pay Mount Sinai aroyalty on the fiet Sales of products covered by the licensed patent -
rights-and'dlso provided Mount Sinai. with a 0. 45% equity 1nterest in‘the Company (approximately-62,000 shares
valued at $90,000 at the tiné of issuance). The term of theMount'Sinai Agreément ends'when'the last'of the
licensed patents expires (2018) or becomes no longer valid. If we fail to pay royalties that are due under 'the
agreement, Mount Sinai may issue written notice to us. If we continue to fail to pay royalties after 60 days from
receipt of the writteri'notice, Mount Sinai can termmate the agréemeiit: The Mount Sinai Agreement requires$ us
to use: due dlhgence 10 make the products covered by’ the llcensed patent nghts cormner01a11y avarlable 1nclud1ng
achieved: If we fail to comply’ with:the due dlhgence prov1s1ons of the agreement Mount Sinai could take actlons
to convert out exclusivé license to anon-excliisive license after six- months’ written notrce The Mount Smal -
Agreement does not contain any milestone payment provisions. T

During 1995,:Dr. Srivastava.moved his research to:Fordham University:-(“Fordhan). Wé entered into-a
sponsored research and technology license-agreement-with' Fordham'(the “Fordham Agreement”) in March 1995 :
relating to:the:continuded development of the heat shock:protein:technology :and agreed to make paymerits-to
Fordham to sponsor. Dr. Srivastava’s-research. Through the Fordham: Agreement; we obtained an exclusive,
perpetual, worldwide license:to:all of the intellectual property,including all-the patent rights which resulted from
the fesearch and development performed by Dr. Srivastava at:Fordham. We ‘also-agreed to pay Fordham a royalty:
on the net sales of products-covered by-the Fordham Agreement through the last:expiration’ date:on the patents - -
under the agreement (2018) or when the patents become no longer valid.The:agreement does not contain any
milestone payment provisions or any diligence provisions. Dr. Srivastava moved his research to the University of
Connecticut Health: Center. (“UConn”).during 1997 and; accordingly; the:parts of the agreement related to
payments for sponsored:researchat Fordham terrmnated in- Imd 1997. Durmg the term of the agreement we pa1d
$24mllhon to Fordham et e S ; ~

We entered 1nto a hcense agreement w1th UConn in May 2001 (the “Llcense Agreement”) that provrdes us
with the exclusive, worldwide rights.to technelogies discovered-and developed under the research agreement
The term of the License Agreement ends when the last of the licensed patents expires, (2019) or-becomes no -
longer valid: UConn.may terminate the License Agreement: (1)if, after 30 days written notice for breach, we
continue to fail to make any payments due under the License Agreement, or (2) we cease to.carry on our business
related to the patent rights or if we initiate or conduct actions in order to declare bankruptcy. We may terminate
the License Agreement upon 90 days written notice. The License Agreement contains aggregate milestone.- -
payments of $1.2 million for each product we develop covered by the licensed patent rights. These milestone- . -,
payments are contingent upon regulatory filings; regulatory approvals and commercial: sales of products. We . -
have also agreed to.pay UConn a royalty on the net sales of products-covered by. the License Agreement as well ;.
as annual license mamtenance fees beginning in May2006. Royalties-otherwise.due on the net sales of products
covered by the License Agreement may-be credited against the annual license maintenance fee obligations. To:.
date, we have paid, $240,000 to.UConn under the License Agreement. The License Agreement gives us.complete
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discretion over'the commercialization of products covered by the licensed patent rights, but also requires us to
use commercially reasonable diligent efforts to introduce commercial products within and outside the United.
States. If we fail to meet these diligence requirements, UConn may be able to terminate the License Agreement.

In March 2003, we entered into an amendment agreement that amended certain provisions of the License
Agreement. The amendment agreement granted us a license to additional patent rights. In consideration for
execution of the amendment agreement, we agreed to pay UConn an upfront payment and.to make future
payments for licensed patents or patent applications. Through December 31, 2010, we have paid approximately
$100,000 to UConn under the License Agreement, as amended.

We have entered into various agreements with institutions and contract research organizations to conduct
clinical studies. Under these agreements, subject to the enroliment of patients and performance by the institution
of certain services, we have estimated our, payments to.be $47.2 million over the term of the studies. For the
years;ended December 31, 2010, 2009, and 2008, $361,000, $170,000, and $123,000, respectively, have been .
expensed in the accompanying consolidated statements of operations related to these clinical studies. Through _
De(;embel;:31,-2010,L$46.3 million of this estimate has been paid. The timing of our expense recognition and. -.:.
future payments related to these agreements is dependent on the enrollment, of patients and documentation -
received.from the institutions. : : '

. ' We ,l;l,a_,l‘izgé,varidus cbmprehensivé qgreemcpts: with collaborative partners that allow for the use-of QS-21, an_
investigational adjuvant used.in numerous vaccines under development for a variety of diseases.including; but
not limited to, hepatitis, HIV, influenza, cancer, Alzheimer’s disease, malaria, and tuberculosis. These -
agreements grant exclusive worldwide rights.in.some fields of use, and co-exclusive or-non-exclusive rights in
others. The agreements call for royalties to be paid to.us by the collaborative partner on the future sales of
licensed vaccines that include QS-21. “ : Lo

On.July 6, 2006, we and GlaxoSmithKline Biologicals:SA (“GSK”) entered into an exparided license
agreement (the “GSK License Agreement”) and an expanded Manufacturing Technology Transfer and Supply
Agreement (the “2006 GSK Supply Agreement”):for the use of QS-21. Under the terms of the agreements, we. -
agreed to supply QS-21 to GSK through 2014. In addition, we agreed to transfer manufacturing technologies * .
under the 2006 GSK Supply Agreement. In conjunction with the GSK License Agreement and.the 2006 GSK . .
Supply Agreement, we received a $3.0 million upfront non-refundable payment in July 2006: In February 2007, :
we received and recorded $2.0 million as revenue as a result of the achievement of a milestone related to the - -
transfer of manufacturing technologies to GSK. v ‘ : o :

On July 20, 2007,-we executed a letter (the “GSK: Letter”) with GSK amending the 2006 GSK Supply
Agreement to accelerate GSK’s commercial grade QS-21 manufacturing rights previously granted in July 2006. -
On January 16, 2009, we entered into an Amended and Restated Manufacturing Technology Transfer and Supply’
Agreement (the “Amended GSK Supply Agreement”) reflecting the provisions of the letter. Accordingly, from
the effective date of the GSK Letter, GSK has the riglit to manufacture all of its requirements of commercial
grade QS-21. In addition, the parties have amended their purchase and supply-obligations with respectto -
pre-commiercial grade QS-21. In accordance with the terms of the Amended'GSK Supply Agreement, upon our
election, GSK is obligated to supply us (or our affiliates, licensées, or customers) certain uantities of o
comimercial grade QS-21 for a stated period of time. -~ - -+ i e oo :

As consideration for our entering into the GSK Letter, we received 4 $2.0 million upfront non-refundable
payment from GSK in August 2007, in'lieu of a milestoné payment that would have otherwise been payable
under the 2006 GSK Supply Agreement. In addition, GSK is obligated to make paymerits to us totaling $5.25
million through December 2012, of ‘which $3.5 million has been received, for manufacturing profits that were
anticipated to have otherwise been earned undeér the 2006 GSK Supply Agreement. Except as expressly provided
in the Amended GSK Supply Agreement, all othet financial obligations of GSK under the 2006 GSK Supply -
Agreement, including royalty payments, remain unchanged. The Amended GSK Supply Agreement does not
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affect the rlghts and obhgat1ons of the partles under the GSK Llcense Agreement We are entltled fo recelve_
royalties on the net sales for a penod of at least 10 years after the ﬁrst commercral sale of a resultmg GSK ‘
product.

During the years ended December 31, 2010, 2009, and 2008, we recogniZed' revenue of $1:3 miillion each
year related to payments received under our license and supply agreements with GSK. Deferred revenue of $3.6
million related to our agreements with GSK is included in deferred revenue on our consolidated balance sheet as
of December 31, 2010. :

Effecti've September 14, 2009, we entered into an Amended and Restated License Agreement (“Amended
License Agreement”) with Elan-Corporation, plc and/or its affiliates (“Elan”) and Elan Pharmaceuticals, Inc. On
September 17,2009, the ‘Amended License Agreement was assigned to JANSSEN Alzheimer’s Immunotherapy,
a subsidiary .of Johnson & Johnson. Under the terms of the Amended License Agreement assigned to JANSSEN-
Alzheimer Immunotherapy, they will have the right to develop, make, have made, use,sell, offer for sale, import,
and have sold the Alzheimer’s disease vaccine that contains QS-21 (the “Licensed Product™). In addition,:: ~ ¢
pursuant to the terms of the Amended License Agreement, JANSSEN Alzheimer Immunotherapy has the right to
manufactire:all of its requirements of QS-21-for uise in the:Licensed Product and ‘we have-no furthersupply
obligations. To'date, we have received $1.5 million in upfront and milestone payments under this dgreement and -
are entitled to receive futiire payments contingent upon successful milestone achievements. In addition, we are: -
entitled to receive royalties on a country-by-country basis on net sales of the Licensed Product for a period of at
least 10 years after first commercial sale in that country. Deferred revenue of $1.3 million related to this
Amended License Agreement is included in deferred revenue on our consolidated balance sheet as of
December 31, 2010

12) Certam Related Party Transactlons

In March 1995, we entered into a consulting agreement with Dr. Pramod Srivastava, our founding scientist
and a former member of our Board of Directors, and upon its expiration in March 2006; we entered into a new
consultmg agreement, effective March 28, 2006, ,with Dr. Srivastava, The agreement with Dr. Srivastava has an
initial term of five years and’is automatlcally extended for successive terms of one year unless e1ther party
notifies’ the other at least 90 days prior to the explratlon of the orlgmal or any extension term that the agreement
is not to be extended The agreement may be termmated withouit cause by us dunng its term subject to the '
payment of compensatron for twelve months’ at the then current rate’ prov1ded for under the’ agreement In _
exchange for the timely performance of services, as defined in the agreement, Dr. Snvastava is entitled to receive
compensation to be established by the Compensation Committee of the Agenus Board 6f Directors. Dunng the
year ended December 31, 2009, we paid Dr. Srivastava an additional $50,000 for his work related to our
marketmg authonzanon apphcatlon subrmtted to the European Medacmes Agency '

On January 9 2008 we entered into the January 2008 private placement that 1ncluded (1) 8,708,717 shares
of common stock, (ii) warrants to acquire up to 8,708,717 shares of cominon'stock at $3.00. per share; and ‘
(iii) unit warrants, which, if exercisable due to a triggering event as that term is*defined-in-the applicable warrant
permit aholder to acquire up to 8,708,717 shares of common stock at $3.00 per share and additional teii-year
warrants to acquire up to an additional 8,708;717. shares of common stock at $3:00 per‘shate. In conijunction with
this private placement, we sold 542,050 shares of common stock to Garo H:- Armen, Ph.D; ouriChairmianand -+
Chief Executive Officer, and 1,166,667 shares-of common' stockto Arinen Partners LP. Garo H. Arien is
general partner of Armen Partners LP and owns 4 controlling interest therein. In addition to the comron stock -
acquired by Garo H. Armen and Armen Partners LP, éach acquired ati equal-humber of both warrants and unit:
warrants. The unit warrants expired unexercised on January 9, 2010. :

(13) Leases

We lease manufacturmg, research and development and ofﬁce facrhttes under vanous long term lease
arrangements .Rent expense {before sublease income) was, $2. 6 million, $2 9 nulhon and $2.9 rmlllon, for the ,
years ended December 31, 2010, 2009, and 2008, respectively. '
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We lease a 162,000 square foot fac1hty in Lexington, Massachusetts. We currently occupy 94,000 square .
feet of this facﬂlty The future minimum rental payments under our leases of our New York Clty facﬂlty, whrch
expires in 2012, and our Lexmgton headquarters which expires in 2013, aré as follows (in thousands).

- Year ending December 31,

D001 e e e e e o 2004
2012 2.t eyt aans eim e 2141
2013 .. . 1,406

Total ..oty TR e 85771

. In connection.with the Lexington facility, we:maintain a fully collateralized letter of credit,of $1:0 million. .
No amounts have been drawn-on the letter of credit.as of December 31, 2010. In addition, for the office: space in
New York City, we were required to deposit-$161,000 with the landlord as an 1nterest-bear1ng secunty deposu .
pursuant to our obhgatxons under the lease. - 3 : : ..

W_’e -sublet. a portlon-of .our:Lexmgton, and. Framingham facilitiés and received rental payments.of $1.1
million in:2010. For the years ended December 31, 2009, .and 2008, we received sublease rental: payinents of $1.2
million in each:period with respect to our subleased facilities. We:are contractually entitled to recelve rental -
payments of $530 000 and $309 000 in2011-and 2012, respectlvely ‘ : :

(14) Debt e o HE SRRV T ; T b T

As of December 31, 2010, we have $34.9 million in principal of debt outstanding: $34 7 nulhon due in 2014
(2006 Notes), $100,000 due in 2025 (2005 Notes) and $146,000 currently due..

: Convertible N‘otes—2006 ‘Notes‘

" On October 30 2006 (the “Issuance Date”) we 1ssued $25 0 rmlhon of the 2006 Notes to a group of | k
accredlted mvestors (“Investors”) These 2006 Notes bear 1nterest at 8% (an effectlve rate of 8.10%). payable .
senu-annually on December 30 and June 30 in cash or, at our optlon in addrtlonal notes or.a combmatron thereof
and had an original maturrty date of August 30 2011. Durmg the years. -ended December 31 2010 2009 and f
2008, we issued adetlonal 2006 Notes in the amount of $2 6 nulhon $2 4 nulhon and $2. 2 mllhon respectlvely,
as payment for 1nterest due. N . , ,

On November’ 11, 2008 we entered mto an Amendment of R1ghts Agreement w1th the maJonty holder of ‘
our 2006 Notes. The Amendment of R1ghts Agreement amended the definition of an Event of Default under the
2006. Notes to exclude the.redemption and repurchase .of up to.$15 million of our 2005 Notes and modified.
certain anti-dilutive- rlghts of the holders of the 2006 Notes upon our issuance and sale of certain new securities
up to the aggregate dollar amount expended by. us for the repurchase of the 2005 Notes. On July 31 and August 3,
2009, the majority. holder of our 2006 Notes agreed to waive-certain. anti-dilutive rights of the holders of the 2006
Notes-upon our issuance and sale of .certain new securities up to the aggregate dollar amount expended by us for
the repurchase of the 2005 Notes during 2009. In connection with the waiver in August 2009, the fixed o
conversion price was adjusted from-$3.50 te. $3.00 per share. During 2010, the majority holder of our 2006 Notes
agreed to again waive certain anti-dilutive rights-of the holders of the 2006 Notes: upon our issuance and sale.of
certain new securities up to the aggregate dollar amount expended by us for the repurchase of the 2005 Notes .
during 2010. - . - R

On February 23, 2011, we entered into a Ninth Amendment of Rights Agreement (the “Amendment”) to the
2006 Notes. The Amendment extends the maturity date of the 2006 Notes to August 31 2014 and waives the

substantially all restrictions on us mcurrmg indebtedness subordlnate to the 2006 Notes and substantlally all
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restrictions to issue our common stock. We have also agreed to waive our right to prepay these notes-in the event
that our shares trade at a weighted average price over $7.00 for a 30-day period. .

As of December 31 2010 the 2006 Notes were convertlble mto our common stock at a ﬁxed conversmn
price of $3 00 per share at the optron of the Investors If, prior to the orlgmal rnatunty date of these notes, we.
were to issue or sell, or in. accordance with the terms. of the 2006 Notes we were deemed to have 1ssued or sold,
any shares of our common stock (including. the issuance or sale of shares of our common stock owned or. held by.
or for our account,  but excludmg certain excluded securltles) fora con31derat10n per share of less than $3 00 (the .
“New Issuance Pnce o) then 1mmed1ate1y after such issuance, the fixed conversion price. then in effect was tobe
reduced to an. amount equal to a 16.66% premmm to the New Issuance Price. Effectrve with the Amendment thlS B
conversion prov131on is removed from the terms of the 2006 Notes. The. 2006 Notes can be converted into ...
an mterest in one of our wholly—owned subs1d1ar1es that. holds the nghts or patents to Qs- 21 and HerpV If o
converted into.an 1nterest of this subsrdlary, the ownershlp interest in the subSIdla.ry is determmed by multlplymg
the quotient of the conversion amount divided by $25.0 mllhon, by 30%

- Priot to the Amendment, at any time after October 30; 2009, we were able to-call the 2006 Notes and
accrued interest at face value for cash if our shares had a minimum-average trading’ pnce ‘during the prior 30- -day
period of $7.00 or higher. This provision was removed with the Amendmierit. If the Investors eléctat any time to
convert the 2006 Notes into OWIleI'Sth of the subsidiary holding the rlghts or patents to QS-2}and HerpV, we -
have the right, within 60 days, to redeem the 2006 Notes, including accrued interest, ‘at a redemption price: "
providing a 30-percent 1ntema1 rate of return to the Investors. The 2006 Notes are secured by our equ1ty
ownership in this subsidiary. - ‘ e : - : - o

Upon the maturity of the 2006 Notes, we may elect to repay the outstandmg balance in cash or in common
stock, subject to certain limitations. If we elect to satisfy the outstandmg balance with common stock at matunty,
the number of shares issued will be determined by dividing the cash obligation by 90 petcenit of the weighted
average price of the common shares for the 20 trading days preceding the maturity date of the 2006 Notes Th1s
right i is subJect to-our market capltahzatron exceedrng $300 rmlhon at such t1me R

In no event will any Invéstor be obhgated to accept equ1ty that would result in an Investor owning in excess
of 9.99% of the Company’s outstanding common stock at any given time in connection with‘any conversion,
redemption, or repayment of the 2006 Notes. Prior to the Amendment, the note agreements included material -
restrictions on the Company’s incurrence of debt and lienis while the 2006 Notes were ‘outstanding; as well as
other customary covenants. The Amendment removes substantially all restrictions on the Company i 1ncurnng
indebtedness subordinate to the 2006 Notes. The note agreements also include a ‘change of control provision -
whereby the holders of the 2006 Notes could require us to rédeem all ora portion of the then outstanding 2006
Notes at a price equal to 101% of the conversion amount being redeemed and a right of first refusal provision for
the holders of the 2006 Notes.on any sales of equity of the subsidiary holding the rights or patents.to QS-21 and ...
HerpV to purchase up to 50%. of such sales of equ1ty on.the same terms as the third-party purchaser SR

‘ Pnor to the Amendment if we at any time on or after the Issuance Date subd1v1ded (by any stock spllt stock,
dividend, recapitalization, or otherwise) one or more. classes of our outstanding shares of common stock into a- .
greater number of shares, the fixed conversion price in effect immediately prior to such:subdivision would have .
been proportionately reduced. If we at any time on or after the Issuance Date combined:(by-combination, reverse, .
stock split, or otherwise) one or more classes of our outstanding shares of common stock into-a smaller number ...
of shares, the fixed conversion price in effect immediately prior to such combination. would have been .
proportionately increased. If any event occurred of the type contemplated above but not expressly provrded for.
by such provisions (including, without limitation, the granting of stock appreciation rights, phantom stock rights,
or other rights with equity features), then our Board of Directors would have made an appropriate adjustmént in
the fixed conversion price then in effect so as to protect the rights of the holders of the 2006 Notes; provided that
no such adjustment would have increased the fixed conversion price then in effect -as otherwise determined. The .
Amendment removes these provisions from the terms of the 2006 Notes.
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- Convertible Notes—2005 Notes - - -

On January 25, 2005, we issued $50.0 million of our 2005 Notes. Proceeds from the sale of the 2005 Notes
were approximately $48.0 million net of issuance costs. Issuance costs are being amortized using the effective
interest méthod over seven years, the expected life of the 2005 Notes based on the earliest date on which the
holders can require redemption. During 2008, we repurchased $11 8 million in ‘principal of these 2005 Notes for
$2.9'million plus accrued interest of $178 000. We recorded a gain of $7.7 million in non- -operating income,
which is net of related debt issuance costs ‘that were relieved. During 2009, we repurchased $18 2 million in
prrnc1pal of our 2005 Notes for $255,000 and approxrmately 5,482,000 shares of our common stock In
connection with these 2009 repurchases we recorded a net gain of $2.7 million in non- operatrng income, which is
comprised of inducement expense of $9.8 million and a gain on extrngulshment of debt of $12.5 million. During
2010, we repurchased $19.9 ‘million in pnncrpal of the 2005 Notes for $6.2 million and approximately 9,643,000
shares of our common stock. In connection with these 2010 repurchases we recorded a net gain of $2.8 million in
non-operating income, which is comiprised of inducement expense of $8.9 million and a gain on extrngulshment
of debt of $11.7 million. At December 31, 2010, $100,000 of the 2005 Notes remains outstanding.

The 2005 Notes, which mature in 2025, bear interest payable semi-annually on February 1 and August 1 of
each year, at a rate of 5, 25% per- annum (an effective rate of 5.94%).and are convertible into common stock at an
initial conversion price of $10.76 per share. On or after February 1, 2012, we may redeem the 2005 Notes for
cash, at a redemption price equal to 100% of the principal amount of the 2005 Notes, plus.any accrued and
unpald interest.-On each of February 1,2012, February 1, 2015 and February 1, 2020, holders. may require us to -
purchase their 2005 Notes for cash equal t0 100% of the principal:amount of the 2005 Notes, plus any accrued
and unpaid interest. At December 31, 2010, $100,000 of the 2005 Notes remain outstanding. :

Convertible Notes—Converszon Optton

.- Asof January 1, 2009 we adopted revised gurdance that addressed certa1n matters apphcable to. convcrtlble
debt instruments and retrospectrvely :applied this change in accounting to all prior periods presented for which we
had applicable outstanding convertible debt, as required by this new. gurdance Under this new method of
accounting, the debt and equity components of our 2005 Notes and our 2006 Notes are bifurcated and accounted
for separately based on the fair value and related interest rate of a non-convertible debt security with the same
terms. The fair value of a non-convertible debt instrument at the original issuance dates.of our 2005 Notes and
our 2006 Notes was determmed to be $42.6 million. and $23.6 million, respectrvely The equity (conversion .
options) components of our convertrble debt securities have been included in additional paid-in capital on our.
consolidated balance sheet and accordingly, the initial carrying value of the debt securities was reduced by $8.8
million. Our prevrously reported net loss for the years ended December 31, 2008 was increased by $2.1 million -
prrmarrly due to recognizing the accretion of the reduced carrying values of our, convertible debt securities to
their face amount as additional non-cash interest expense.

* Additionally, as a result of the-adoption of revised guidance for evaluating when adjustment features within
contracts are considered to be équity-indexed; as of January ‘1, 2009, the conversion feature embedded in our
2006 Notes is now treated as a derivative liability and recorded at its fair value, with ‘period to period changes in
the fair value recorded as a gain or loss in our consolidated statement of operations. Accordingly, upon adoption
we tecorded a reduction to-additional paid-in capital of $1.4 million; an increase to debt discount of $1.3 million,
a derivative liability 'of $2.7 million; and a charge to opening accumulated deficit of $21,000. As of
Deceémber 31, 2010 and 2009;our debt discount balance was $720,000, and $2.5 million, respectively. During
the year ended December 21; 2010, weé recorded a gain of $1.9 'million due to the change in the fair value of the:
derivative. For the year ended December 31, 2009, we recorded a charge to other income of $48,000 due to
changes in the fair value of the denvatrve and noncash 1nterest expense of $1. 3 nnlhon due to the adoptlon of this
revrsed guidance. . S 7

Other

At December:31, 2010 approx1mate1y $146,000 of debentures we assumed in our merger with Aqurla
Biopharmaceuticals are outstanding. These debentures carry interest at 7% and are callable- by the holders. °
Accordingly they are classified as part of the current portion of long-term debt. - :
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(15) Fair Value Measurements =+~ - © a0 0 U

We measure fair value based on a hierarchy for inputs used in measuring fair value that maximizes the use
of observable inputs and minimizes the use of unobservable inputs by requiring that observable ; inputs be used
when available. Observable inputs are inputs that market partlmpants would use in pncmg the asset or liability
based on market data obtained from sources 1ndependent of the Company Unobservable 1nputs are inputs that
reflect the Company’s assumptions about the inputs that market participants would tse in pricing the asset or
liability and are developed based on the best information available in the circumstances. The fair value hlerarchy
is broken.down into three levels based on the source of inputs as follows:. -

FIPUE AR ~ S
LD N S R

Level 1—Valuations based on unadjusted quoted prices in active mérkets for identical aSsefs or liabilities
that the Company has the ab111ty to access;

A

* Level 22—Valuations based on quoted prices for'similar assets or liabilities in activé markets, quoted pnoelf-’"
for identical’or similar assets or liabilities in markets that:are not actlve and models for Whtch all s1gn1ﬁcant {

Ly

inputs are observable, either directly or indirectly; and SH TR e

Level 3—Valuations based on inputs that are unobservable and significant to the overall fair value
measurement

The*availability of observable inpuis:can vary among the:various types. of financial assets and liabilities. To -
the extent that the valuation is:based on models or.inputs that are less observable!or unobservable in the: market;:.f
the determination of fair.value requires.more judgment. In certain cases;, the inputs'used to measure fair:value .«
may fall into-different levels of the fair value hierarchy. In sach ¢ases, for‘financial statement disclosure:. :
purposes, the:level in: the fair value hierarchy within;which the fair valie measurement is categonzed is based ‘on
the lowest level 1nput that is s1gmﬁcant to. the' overall fau value measurement. - :. . Gib b enuat i :

3, , , e ‘ RN
We measnre -our short-term mvestments and denvatlve hablhty at fa1r value Our short term 1nvestments are:
comprised of U.S. Treasury securities. that are valued using quoted market prices: with no valuation adjustments.«
applied. Accordingly, these securities are. categorized in Level 1: Ourderivative liability is classified within:.; - »::
Level 3 because it is ivaluedwusing a modified-Black-Schioles model dué to the potential at December:31;, 2010 for
the note:holders to convert into. shares of either. our common stock or-an interest inon of .our wholly-owned- -.
subsidiaries. Certain inputs into this:model. were valued using a combmatlon of income and market- approaches
which-are unobservable in the rnarket and are: s1gmﬁcant TR IS SIS P SO PPV S B
The estimated fa1r values of all of our ﬁnanc1al mst:ruments excludmg long term debt approx1mate the1r
carrying amounts in the: conselidated balance sheets. The fair value of our:long-term debt was.derived by
evaluatmg the nature and terms of each note and. cons1denng the prevallmg economic and market conditions at;
the balance sheet date. - . - B T T DR
DR R AN AR ST A

Liabilities measured at fair value are summarized below (in thousands):

Quoted Prices in Active
Markets for Identical Assets Slgmﬁcant Unobservable

Description | ) o ’ December 31,2010 . c(Level )., - .Inputs (Level:3)

Liabilities: -+ - R T I R S 1)

Derivative L1ab111ty e e BTES T T e

‘4 . Lo i t e T : e b sl
TP . o Quoted Prices in Actlve .
‘ o R ' " Markets for Identical Assets Slgmﬁcant Unobservable

Description .. .. . e T T : December 31, 2009: . (Level 1) o i Inputs (Level 3)

Short-term investments . . . . .. .. o0 799,998 $9,998 L
Liabilities:

Derivative Liability ............... $2,665 -— $2,665
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The following table presents our liabilities measured at fair value using significant unobservable inputs.. .
(Level 3), as of December 31, 2010 (amounts in thousands):
B I A B N U e T

Ballance, December 31,2000 ...\l DL U
.. Decrease in fair value for the year endeéd December 31,2010 .. ... ..
" Balance, December 31,2010 .. ... .. ..., ..o

The decrease in fair value of the derivative liability is ifictuded in noﬁiéﬁefating incomé in our consolidated
statement of operations for the year ended December 31, 2010. -

As of December 31, 2010, $100,000 in principal of the 2005 Notes are outstanding with an estimated fair
valu@of $87;,QQO based on recent market transactions.. As of ,Decembe,_{ 31,2010, $34.7 million in principal of the
2006 Notes, are outstanding .with a fajr value of the,debt portion.exclusive of the conversion option estimated to-

be $30.8 million based on a present value methodology.

(16) Contingencies ~ ~ TR e

Agenus, our Chairman and CEO, Garo H. Armen, Ph.D., and two investment banking firms that served as
underwriters in our initial public offering were named-as defendants in a-federal civil class action lawsuit in the
United States District Couirt for the Southern District of New York. Substantially similar actions were.filed. -
concerning the initial public offerings for more than 300 different issuers, and.the. cases were coordinated for
pre-trial purposes as In re Initial Public Offering Securities Litigation;:21 MC 92. The suit alleges that the .
brokerage arms of the investment-banking firms charged secret excessive commissions to certain of their .
customers in return for allocations of our stock in the offering: The suit also alléges that shares of our stock were -
allocated to certain of the investment banking firms’ customers based upon agreements by such customers to
purchase additional shares of-our stock in the secondary- market: The parties-have reached a global settlement of
the litigation. Under the settlement, the insurersiwill pay the full amount of settlement share allocated to the: o
defendants, and the defendants will bear no financial liability:-Agenus-and the other defendanté-will receive
complete dismissals from the case. In October 2009, the: Court entered ait-order. grantinig-final approval of the
settlement, and subsequently judgment was:entered. Various objectors have filed: appeals. If for'any reason the
settlement does not become effective, we believe we have meritorious defenses to the claims and. intend to:
defend the action vigorously. We are unable to predict the likelihood of an unfavorable outcome or estimate.our -
potential liability, if any. No accrual has been recorded at December 31, 2010 for this action.

We may currently be, or may become a'party; to other legal proceedings. as well While we currently believe
that the-ultiinate outcome of any of these: proceedings:will not have ‘a material adverse effect on our financial - -
position, results of operations, or liquidity, litigation is subject to inherent uncertainty. Furthermore, litigation -
consumes both cash and management attention.

(17) 401(k) Plan

We sponsor ‘a defined contribution 401(k) savings plan for all eligible employees, as defined. Participants
may contribute up to 60% of their compensation, as defined in the savings plan, with a maximum contribution of
$16,500 for individuals under 50 years old and $22,000 for individuals 50 years old and older in 2010.:Each
participant is fully vested in his or her contributions and related earnings and losses. The Company matched 50%
of the participant’s contribution, subject to a maximum of 6% of compensation through February 2009. Such
matching contributions vest over four.years. In 2010 we'made a discretionary contribution to the savings.plan of
approximately $42,000. For the years ended December 31, 2010, 2009, and 2008, we expensed $42,000, N
$37,000, and $163,000, respectively, for the Company’s, contributions to the 401(k) plan. P
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On February 2, 2009, we initiated a plan of restructuring that resulted in a reduction of our workforce by
approximately 20%, or 19 positions. We engaged in this workforce reduction in order to reduce operating
expenses in light of market conditions and to focus our resources on near-term commercial opportumtxes This
restructuring action resulted in total charges of approximately $177,000 in severance and outplacement éxpenses
in the quarter ended March 31, 2009, with $42;000.included i research: arid:development expenses and $135,000
mcluded in general and admlmstratlve expenses ln our consohdated statement of operatlons /The charge to

_ . QuarterEnded,
March 31, June30, September30, December 31,
(In thousands except per share data)

2010 J )
Revenuc, epe s . $ 936 $ 806 $ 624 . $ 994

\ ,(s 811) (@, 972) ‘ (2,416)

(9009) G, 170). (2613)

s 0oy ’$ ©05) . § (0,06), T § 0.03)

! Quarter Ended, " * ’
' ”Mmﬁs‘i June 30, " “September 30; * “Dec‘eniber 31,
(In thousands, except per share data)

2009

REVEMUE .. ... .. ..\ ottt fonenn e 5§ 621 08 11270 - §. 896 . $.547
Net (loss) income ' ' (9.476) (12, 087) (10 612) 1,858
Net (loss) income attributable to common

StOCKhOIAETS .....ovoveeeeenennnns. SELELELITNO,6T4) T (12,285) TU(10,810) - 1,661

., Per common share, basic. and dlluted '
Net (loss) income attantable to common

StOCKNOIGETS ... e ne'seeeeennnnns LS4 5 017 .8 013  $002

Net (loss) income attributable to common stockholders per share is caiculated independently for each of the

quarters presented. Therefore, the sum of the quarterly net loss per share amounts will not necessarily equal the
total for the full fiscal year.
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Item 9. Changes in and Disagreements With Accountants on Accountmg and Finaicial Disclosure .+ ...

Not apphcable

R SR Y R T G A e T Ny P e

it Conclusron Regardmg the EffectlvenessA oﬁ Blsclosure Controls and PrOcedures

: sclosure
controls and procedures, as such term is defined under Rule 13a-15(e) promulgated under the Securities
Exchange Act. Based on this evaluation, our Chief Executive Officer and our Chief Financial Officer
concluded that our disclosure controls and procedures were functioning; effectively:as-of theiendof the : 1’
period covered by this Annual Report on Form 10-K to provide reasonable assurance that the Company can

. .,,meet 1ts drsclos"' o blrgatrons -

Management’é Report on Intemal Control Over Financial Reporting N 5

. " Our management is responsrbie for establrshmg and maintaining adequate internal control over
B financial re ) rtmg, as such term is deﬁned in Securities Exchange Act Rule 13a-15(f). Under the .
' supervision ahd'with the participation of our management, mcludmg our Chref Exec ive Officér and Chlef
_ Financial Ofﬁcer we conducted an evaluation of the effectiveness of . ' ovér financral
'“reportrng baséd on the framework in Tnternal Control—Integmted Framéiwork 1ssued’by the'Committee of
Sponsorlng Orgamzatrons of the Treadway Commission. Based on our evaluation under the framework, our

KPMG LLP our 1ndependent registered public accounting firm, has issued their report 1nc1uded s
| herem on the effectrveness of our 1ntemal control over financial reportmg o CoBEE e

bt I PRI

There were no changes in our internal control over financial reportln ‘that'occurred durrng the fourth
~ quarter of 2010 that have materrally a.ffected or are reasonably 11kely ‘o matenally affect our 1nterna1
! control over‘financial reporting.- “

EE Y e R AR U S L S Pd FE A
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Report of Independent Registered Public Accounting Firm: -~

The Board of Directors and Stockholders
Agenus Inc.:

We have audited Agenus Inc. and subsidiaries’ internal control over financial reporting as of December 31,
2010, based on criteria established in Internal.Control—Integrated:-Framework issued by the Committee of: -
Sponsoring Orgamzatlons of the Treadway Commission (COSO). Agenus Inc.’s management is responsrble for
mamtamlng‘ effectlve ‘internal control over ﬁnan01al reportlng and for its assessment of the effectlveness of .
1nterna1 control o‘ver ﬁnanc1a1 reportlng, mcluded 1n the accompanylng Management’s Report on Internal Control

We conducted our audit 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 effective internal control over financial reporting was maintained in-all material respects. Our -
audit included obtalmng an understandlng of internal control over financial reportmg, assessmg the risk that a
materlal Weakness ex1sts and testing and evaluatlng the des1gn d operatmg effectlveness of internal control .
( ... Our audit a.lso 1nc1ude 1 pe rforming ' such other procedures as We con51dered necessary;
in the circumstances. We believé that our audit prov1des‘a reasonable basis for our opinion. - '

A company intérnal control over finanéial fepoiting’ is'a process de51gned 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. A.company’s.internal control over financial reporting
includes those policies and procedures that (1) pertain to the mamtenance of records that, in reasonable detail, .
accurately and fairly reﬂect the transactions and dlsposmons of the assets of the company; (2) prov1de reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted aceounting’ pnnc1p1es and’that réceipts and: expendltures of the’companly are bemg ‘made
only in.accordance with authorizations of management and dJrectors of. the company; and 3 prov1de reasonable
assurance, regardmg prevent1on or. tlmely de
company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial repomng may not prevent or, detect
misstatements. Also, projections of any evaluation of effectiveness to fiiture periods ‘dre subject to the risk that
controls:may become inadequate because.of changes in: co,ndmons Vg that the: degree of comphance w1th the
policies:or: procedures may detenorate T g e SR DA

In our opinion, Agenus Inc. and subsidian'es maintained, in all material respects, effective internal control
over financial reporting as of December 31, 2010, based on criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets of Agenus Inc. and subsidiaries as of December 31, 2010 and
2009, and the related consolidated statements of operations, stockholders’ equity (deficit) and comprehensive
loss, and cash flows for each of the years in the three-year period ended December 31, 2010, and our report dated
March 16, 2011 expressed an unqualified opinion on those consolidated financial statements.

/s/ KPMG LLP

Boston, Massachusetts
March 16, 2011
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Item 9B. Other Information: .- - ... -

None.

PART I[I

Item 10 Dzrectors, Executwe Ojﬁcers and. Corporate Governance

» The response to. thrs 1tem 1s mcorporated by.s reference from “Executrve Ofﬁcers of the Regrstrant” found m
Part 1 of thrs Annual Report on Form lO-K followmg Item 4 of tlns Annual Report on Form 10-K and _fro_m

Stockholders to be filed with the SEC within 120 days after the end of our 2010 ﬁscal year (the “2011 Proxy
Statement”)

T

Item 11 Executzve Compensatwn

The response to thrs 1tem 1s mcorporated by reference 'nto thrs Annual Report on Forrn IO-K from sectlons
ent1t1ed “Our Corporate Governance,” “Compensat1on Drscusswn and Analys1s . “Compensatlon Comrmttee N
Report ” “Compensatron of Executlve Ofﬁcers > and “Dlrector Compensatlon” in our 2011 Proxy Statement

Item 12. Security. Ownershtp of Certain Beneﬁctal Owners and Management and Related Stockho[der
Matters - . , _ o

" Ther response ‘to this item'is incorporated by reference into ‘this Annual Report on Form T0-K from se tlons
entrtled “Equrty Plans” and “Ownershlp of Our Cormnon Stock” m our 2011 Proxy Statement I e

RS

Item 13 Certam Relatwnshtps and Related Transactwns, and Dtrecto dependence

“The' response to this item is incorporated by reference into this Annual Repoit ‘on Form 10 K from the
sections eititled*“Our Corporate Govemance” and “Certam Relationships and Related Transactlons” m our 201 1”‘
Proxy Statement. ’ o

Item 14 Prmczpal Accountant Fees and Servwes T

The tesponse to this item is-incorporated by referénce into tlns Annual Report on: Form IO-K from the
section entitled “Proposal 3—Ruatify the Appointment of KPMG LLP as our-Independent Registered Public :
Accounting Firm for the Fiscal Year Ending December 31, 2011” in our 2011 Proxy Statement.
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Tten 15 Exhzbzts, F’mancml Statement Schedules RARE

PARTIV

The ﬁnancral statement schedules requrred under this Item and Item 8.are onntted because they are not
apphcable or the requ1red information is shown in the consolidated ﬁnanc1al statemtentsQor the footnotes thereto.

"3 Exhzbzts A et

The exhibits are hsted below under Parc IV Item 15(b)

(b) Exhibits
© Exhibit Index. . !’
Exhibit No. - -~ Description, - . P Cr arcan T e i L i Lot :
31 - Ameénded and*Restated Certificate’ of Incorpdrauon of Anugemcs Inc..F1led ‘ag Exhibit 3.1 to our

53,2

33

4.1

42
43

44

-Current Report-ori Form 8-K'(File'No.'0-29089) ﬁled on June 10 2002 and 1ncorporated herein by
reference. : :

"Certificate of Améndment to the Amended and Restated Certificate of Ineorporatlon of Antigenics

Inc. Filed as Exhibit 3:¥ to-our-Current Report on’ Form 8 K (F11e No 0 29089) ﬁled on June 11,
2007 and incorporated herein by reference. R

" Ceitificate of Ownetship and Merger: ichanging: the name of the cOrpOratlon ‘to! Agenus Inc. Filed as

* - Exhibit 3.1-to our Current Report o Form 8‘ K (Flle No 0 29089) ﬁled ‘on- January 6,2011 and

incorporated herein by referenice.
 Fifth Amended and Restated By-laws of 7Agenu‘s:In‘e.§ Filed as Exhibit 32 to our‘Current Report on
Form 8-K (File No. 0-29089)-filed on January 6, 2011 and incorporated lierein by reference.
‘Cettificate of Desigriation, Preferences and Riglits of the Series: A Convéitiblé Preferred Stock of
- “Agenus Inc. filed with the Secretary of State of the State of Delaware on:Septémber 24, 2003.
Filed as Exhibit 3.1 to our Current Report on Form 8-K (File No. 0-29089) filed on September 25,

- 2003 and incorporated herein by reference.. ;..

34
"+ Ageniis Inc. Filed as Exhibit 3:1'to our Current Report'on Form-8-K' (F11e No O 29089) filed on

Certificate of Desrgnauons Preferences and Rrghts of the Class B Convertlble Preferred Stock of

September 5, 2007 and incorporated herein by reference.

" Form of Commion:Stock Certificate. Filed ‘as Exhibit 4:1-t6 out Current: Report on Form 8-K (File
No. 0-29089) filed on January 6, 2011 and 1ncorporated herem by reference

Indenture, dated January 25, 2005, between the Reg1strant and HSBC Bank USA National
" Association; Filed as-Exhibit 4.1 to our Current Report on Form 8 K (Frle No 0-29089) filed on

. January 25, 2005 and incorporated herein by reference:--

Registration Rights Agreement, dated January 25, 2005 between ‘the Registrant and the initial

: purchasers Filed as'Exhibit 4.2 to out’Current Repoit on’ Form 8- K (F11e No 0 29089) filed on

‘January 25, 2005 and incorporated herein by reference. -

Form of Amended and Restated Note under the Securities Purchase Agreement dated as of
October 30, 2006 (as amended), by and among Agenus Inc. Inc., a Delaware corporation and the
investors listed on the Schedule of Buyers thereto. Filed herewith.
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Exhibit No. Description

4.5 Form of Amended and Restated PIK Note under the Securities Purchase Agreement dated as of
October 30, 2006 (as amended), by and among Agenus Inc. Inc., a Delaware corporatlon and the
investors listed on the Schedule of Buyers thereto. Flled herewith.

46 Pledge of Securrty Agreement dated as of October 30, 2006 by and among Agenus Inc. Inc a
Delaware corporation and the investors listed on the Schedule of Buyers thereto. Filed as Exhibit
4.3 to our Current Report on Form 8-K (F11e No 0-29089) ﬁled on October 31 2006 and
mcorporated herem by reference

47 Guaranty dated as of October 30, 2006 by and between Agenus Inc. Inc a Massachusetts
corporation and Ingalls & Snyder LLC, as Collateral Agent for the Buyers. Filed as Exhibit 4.4 to
our Current Report on Form 8-K (File No 0-29089) filed on October 31, 2006 and 1ncorporated
herein by reference.

4.8 Guaranty dated as of October 30, 2006 by and between Aronex Pharmaceuticals, Inc. and Ingalls
& Snyder LLC, as Collateral Agent for the Buyers. Filed as Exhibit 4.5 to our Current Report on
Form 8-K (File No. 0-29089) filed on October 31, 2006 and incorporated herein by reference.

4.9 Securities Purchase Agreement dated as of October 30, 2006 by and among Agenus Inc. Inc.; a
- Delaware.corporation and the investors listed on the Schedule of Buyers thereto. Filed as Exhibit
. 4.6 to our, Current Report-on Form 8-K (File No. 0-29089) filed on October 31, 2006 and
incorporated herein by reference. :

4.10 .. .. Form of Warrant under the Securities Purchase Agreement dated January 9,-2008. Filed as Exhibit
: . 4.1:to our Current Report on Form 8-K (Frle No. 0-29089) filed on January 11, 2008 and
1ncorporated herein by reference. s Gl @

.4.11 ., Purchase Agreement dated August 31, 2007 by and between Agenus Inc. and Fletcher
. International. Filed as Exhibit 99.1 to our Current Report on Form 8- K (Frle No. 0—29089) filed on
September 5, 2007 and incorporated herein by reference. . .

- 412 . Securities Purchase Agreement dated April 8, 2008. Filed as Exhibit 10.1 to our.Current Report-on

- Form 8-K (File No. 0-29089) filed on April 10, 2008 and incorporated herein-by reference.
+4.13 ;. Form of Warrant:to purchase common stock dated. April 9, 2008. Filed as Exhibit-4.1 to our

.- Current Report on,Form 8-K. (Frle No. 0-29089) filed on Aprll 10, 2008 and mcorporated herein
.. ’by reference. - e o ;

4.14 Securities Purchase Agreement by and between Agenus Inc. and the inVestors“identiﬁed on

- - Schedule ] attached to the agreement, dated January 9, 2008. Filed as Exhibit 10. 1 to our Current
Report -on Form 8-K (File No. 0-29089) filed on January 11,2008 and 1ncorporated herein by
reference.

-4.15 ., Form.of 4 Year Warrant under the Securities Purchase Agreement -dated July 30, 2009. Filed as
Exhibit 4.2 to our Current. Report on Form 8-K (File No. 0-29089) filed on August 3, 2009 and
7 1ncorporated herern by reference

4.16. Form of. 4 Year Warrant under the Secuntres Purchase Agreement dated August 3 2009 F11ed as
Exhibit 4.2 to our Current Report on Form 8-K (File No, 0-29089) filed on August 5, 2009 and
1ncorporated herem by reference

4.1 7 L Nmth Amendment of nghts w1th respect to Events of Default and Issuance of Other Securities by
and between Agenus Inc. and Ingalls & Snyder Value Partners L.P. dated February 23, 2011. Filed
herew1th
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Exhibit No.

Description

10.1%

10.1.2* °

10.1.3*

10.1.4%

10.1.5%

10.2*

10.3

10.3.1(1)

10.4

10.4.1
10.5(1)
10.6(1)

10.7

10.7.1 |

1999 Equity Incentive Plan, as amended: Filed as Exhibit 10.1'to our Annual Report on Form

10K (File No. 0- 29089) for the year ended December 31, 2008 and 1ncorporated herein by

reference.

- Form of Nen-Statutory Stock Option. Filed as Exhibit 10.1 to our Current Report on Form 8-K
. (File No. 0- 29089) filed on December 15 2004 and mcorporated herem by reference

Form of 2007 Restncted Stock Award Agreement Flled as Exhrbrt 10 15. to our Annual Report
on Form 10-K (File No 0-29089) for the year ended December 31 2007 and mcorporated herem
by reference

Form of 2008 Restncted Stock Award Agreement Flled as Exhlblt 10. 1 to our Current Report on
Form 8-K (File No. 0- 29089) filed on March 11, 2008 and mcorporated herein by reference.

. Sixth Amendment to the Agenus Inc. 1999 Equity Incentive Plan, Filed as Appendix D to our

Defimtlve Proxy Statement on Schedule 14A filed on April 27, 2009 and mcorporated herein by
reference. . .

1999 Employee Stock Purchase Plan, as amended. Filed as Exhibit 10.1 to our Current Report on

: Form 8-K (File No. 0- 29089) filed. on June 11, 2007 and mcorporated herem by reference.

Founding Scientist’s Agreement between Agenus Inc. and Pramod K. Srivastava, Ph.D. dated
March 28; 1995, Filed as Exhibit 10.3 to our registration statement on Form S-1 (F11e No.:333-

. 91747) and mcorporated herem by reference

Amendment to Founding Scientist’s Agreement dated January 1,2003. Filed as Exhibit 10.29 to
our. Annual Report.on Form 10-K (File No 0-29089) for the. year ended December 31, 2002 and
incorporated herein by reference.

Form of Indemnification Agreement between Agenus Inc. and its directors and executive officers.
These agreements are materially different only as to the signatories and the dates of execution.
Filed as Exhibit 10.4 to our registration statement on Form S-1 (File No. 333- 91747) and:
1ncorporated hereln by reference. S

Current schedule indéntifying the directors and‘executive officers who are party to an
Indemnification Agreement, the form of which was filed as Exhibit 10.4 to our regrstratlon
statement on Form $-1-(File No. 333-91747) Filed herewrth S

~ Patent License Agreement between Agenus Inc. and Mount Sinai School of ‘Medicine dated

November 1, 1994, as amended on June 5, 1995. Filed as Exhibit 10.8 to our registration

- statement,on Form S-I (File No. 333-91747) and incorporated herein by reference.

“““Sponsored Research and Technology License Agreement between 'Agenus Inic: and Fordham

University dated March 28, 1995, as amended on March 22, 1996. Filed as Exhibit 10.9 to our

_ registration statement on Form S-1 (File No. 333-91747).and incorporated herein by reference.
Lease of Premises at 3 Forbes Road, Lexington, Massachuséfts dated as of December 6, 2002

from BHX, LLC, as Trusteé of 3 Forbes Realty Trust, to Agenus Inc. Filed as Exhibit 10.1 to our
Current Report on Form 8-K (File No. 0-29089) filed on January 8, 2003 and 1ncorporated herein
by reference.

First Amendment of Lease dated as.of August 15, 2003 from BHX, LLC,.as trustee of 3 Forbes

‘Road Realty, to Agenus Inc. Filed as Exhibit 10,1 to our Quarterly Report on Form 10-Q (File

No. 0-29089) for the quarter ended March 31, 2004 and incorporated herein by reference.
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Exhibit No.

Description

10.7.2 -

107.3... :

1074

10.8% -

108.1%

10.8.2% "

- 109(1)

10.9.2(1)- -

10.10*

10.10.2* -

10.11* -

- and 1ncorporated herem by reference i

10.10.1%

‘Amendment Number Two' to T

,,,,,,,

. R Road Realty, to, Agenus Inc F11ed as Exhrblt 10 1 to our; Quarterly Report on Form 10-Q (Frle

No. 0-29089) for the quarter ended March 31, 2007 and incorporated herein by reference.

. Third Amendment to Lease dated April 23, 2008 between TBCI, LLC, as successor to BHX,,.
f-,fLLC as Trustee of 3 Forbes Road Realty Trust; and Agenus Inc. Filed as Exhibit 10.2 to our

Quarterly Report on Form 10-Q (File No 0 29089) for the quarter ended June 30 2008 and .

1ncorporated hereln by reference o

'Fourth Amendment to Lease dated September 30 2008 between TBCI LLC as successor to

BHX, LLC, as Trustee of 3 Forbes Road Realty Trust, and Agenus Inc. Filed as Exhibit 10.2 to

< Bur Quarterly Réport-on Form lO -Q (Flle No 0 29089) for the quarter ended September 30, 2008
**‘and incotporated hereéin by refetende. ¢

R 'Agenus Inc: Drrectors Deferred Compensatlon "Plan, as* amended Filed as Exhibit 10.1 to our’”

" Current Report on-Form 8-K (Fil& No: 0-29089) filed on Jiine 11, 2007 and 1ncorporated herein

by reference.

‘Third’ Amendmeéht to Dlrectors Déférred Compensatron Plan. Filed as Appendlx Etoour =
' Definitive Proxy Statement on Schedulé 14A filed on Apr11 27,2009 and 1ncorporated herein by
reference. . ;.. ., g : g Sk

" Fourth Amerndment 6 Directors’ Deferred Compensatlon Plan. Filed as Exhrbrt 10 1 to our

Current Report on Form 8-K (Frle No. 0- 29089) filed on December 14, 2010 and mcorporated

. _herem by reference. ..

May 25, 2001, as amended on March 18, 2003. Filed as Exhibit 10.2 to the Amendment No 1to

- our Quarterly Report.on Form. 10- Q (Frle No. 0- 29089) for the quarter ended March 31, 2003 and
.+ sincorporated. herein by reference e 4w : . Lo

10.9.1(y"

Letter Agreement by dnd Betwéen Agenus Inc.'and The Umversuy of Connecticut ‘Health Center
dated May 11, 2009. Filed as Exhibit 10.5 to our Quarterly Report on Form 10-Q

.. (File No. 0-29089) for the quarter ended.June 30, 2009 and incorporated herein by reference.

1cense Agreement by and between Agenus Tnc. and The University
of Connecticut Health Cénfer dated June’S, 2009. Filed as Exhibit 10.6 to' our- Quarterly Report on
Form 10-Q (File No. 0- 29089) for the quarter ended.June 30, 2009 and. 1ncorporated herein by -

B reference

Employment Agreement dated’ February 20, 2007 between Agenus Inc. and Shalini Sharp Filed

- First Amendment t6 Emiployient ‘Agréément dated Iuly 2, 2009 between Agenus TInc. and Shalini
. Sharp. Filed as Exhibit 10.2 to our Quarterly Report on Form 10-Q (File No. 0-29089) for the .

quarter ended September 30, 2009and incorporated here1n by reference

- Second Amendment to Employment Agreement dated December 15,2010 between Agenus Inc.

and Shalini Sharp. Filed herewith.

a “Employment Agreement dated- February 20, 2007 between Agenus Inc: and Kerry Wentworth.
 Filed 2 as Exhibit 10.2 to our:Curfent Report on Form 8 K (F11e No 0 29089) ﬁled on February 26,
- 2007 and: incorporated herein by reference.
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Exhibit No.

Descrlptlon

10.11.1*

10.12.1%

10.12.2%

10.17 -

10.18
10.19

10.20*

10.11.2*

10.12% "

10.13% . -

10.16(1) ..

10.20.2%

. First Amendment to Employment-Agreement dated July 2, 2009 between Agenus Inc and Kerry

Wentworth. Filed as Exhibit. 104 to our-Quarterly Report on Form 10-Q (Flle No 0-29089) for

- ..the, quarter ended September 30,2009 and 1ncorporated herein. by reference.:

S Second Amendment to Employment Agreement dated December 15 2010 between Agenus Inc.

and Kerry Wentworth. Filed herewith.

)_Employment Agreement dated December 1, 2005 between Agenus Inc. and Garo Armen. Flled as
N _Y:Exhlblt 10.1 to our Current Report on Form 8 K (Flle No. 0-29089) filed on December 7, 2005
h and mcorporated here1n by reference

First Amendment to Employment Agreement dated July 2 2009 between Agenus Inc. and Garo

. Armen. Filed as Exhibit 10.1 to our Quarterly Report on Form 10-Q (File No 0-29089) for the ..
o quarter ended September 30 2009 and mcorporated herem by reference o '

Second Amendment to Employment Agreement dated December:15, 2010 between Agenus Inc.

. and Garo Armen Flled herew1th , - _
: Amended and Restated Executlve Change—m—Control Plan Filed as Exh1b1t 10.1 terour Current

Report on Form 8-K (File No. 0-29089) filed on November 3, 2010.and incorporated herein by

. reference

10.14%
=i~ = 8-K (File No. 0-29089) filed on January 27, 2011 and incorporated herein by reference.

10.15% - .

oY N

2004 Executlve Incentrve Plan, as amended Filed as Exh1b1t lO 1 to our Current Report on Form

Consulting. Agreement dated March 28, 2006 between Agenus-Inc. and Pramod Srivastava. Filed
as Exhibit 10.1 to our Current Report on Form 8-K (Flle No. 0- 29089) ﬁled on March 28, 2006

. and incorporated herein by referernce.

. License Agreement:by and between Agenus Inc. and GlaxoSmithKline Biologicals SA dated

: July 6, 2006. Filed as Exhibit;10.1-to-our Quarterly Report on Form 10-Q (F1le No. 0 29089) for
++the quarter ended: June 30, 2006 and incorporated herein by reference. »

Standard Form of Loft Lease effective October 24, 2006 between 162 F1fth A'Venue Associates
LLC and Agenus Inc. Filed as Exhibit 10.1:to our Quarterly-Report on Form 10-Q

- (File No..0- 29089) for the quarter ended September 30,2006 and 1ncorporated herein by

reference.

Form of the Johns Hopkins University Uniform Provisions for Board Service. Filed as Exhibit

+10.1 to-our Current Report on F0m1 8-K (Flle No. 0-29089) filed on September 15, 2006 and

incorporated herein by reference. -

At Market Issuance Sales Agreement between Antigenics Inc. and McNicoll, LeWiS & Vlak LLC

. and Wm Smith & Co., dated February 26, 2010. Filed as Exhibit 1.1 to our Current Report on
'Form 8-K (File No: 0-29089) filed on March 1, 2010 and incorporate‘d herein by reference.

o Employment Agreement dated September 16 2008 between Agenus Inc, and Karen Valentine.

Filed as Exhibit 10.1 to our Current Report on Form 8-K (File No. 0- 29089) filed on

: September 19, 2008 and mcorporated herein by reference. : 2 RN

10‘.20.'\17_:?" - '_ }Flrst Amendment to Employment Agreement dated July 2, 2009 between Agenus Inc and Karen

Valentine. Filed as Exhibit 10.3 to our Quarterly Report on Form 10- Q (File No 0- 29089) for the
quarter ended September 30, 2009 and 1ncorporated herein by reference.

Second Amendment to Employment Agreement dated December 15 2010 between Agenus Inc
and Karen Valentine. Filed herewith. -
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Exhibit No.

Description RIS T

10.21(1) -

Amended and Restated License Agreement by and between Antigenics Inc.; a Massachusetts , .
corporation and wholly owned subsidiary of Agenus Inc:, Elan Pharma International Limited, and
Elan Pharmaceuticals, Inc. dated September.14; 2009. Filéd-as Exhibit 10.5 to our Quarterly

. Report on Form 10-Q (File No. 0- 29089) for the quarter ended September 30 2009 and

" incorporated herein by reférence.

1022

10231)

10.24(1)
10.25

10.26

10.27(1) -

10.28*

10.29..

1030

10.31

10.32%

Notice of Assignment of Amended and Restated chense Agreement by and between Antigenics

o Inc., a Massachusetts corporatron and wholly owned subsrdrary of Agenus Inc., Elan Pharma

International Limited, and Elan Pharmaceuticals, Inc dated September 17, 2009. F11ed as Exhibit
10.6 to our Quarterly Report on Form 10-Q (File No. 0- 29089) for the quarter ended

‘September 30, 2009.and 1ncorporated herein by reference. :

Supply Agreement by and between Agenus Inc. and ISSI- Strategy LLC dated Ji uly 9 2009. Filed
as Exhibit 10.7 to our Quarterly Report on Form 10- Q (F11e No. 0- 29089) for the quarter ended

- September 30, 2009 and incorporated herein by reference. .

Binding Letter of Intent by and between Agenus Inc. and ISSI-Strafegy daté'd‘May 24, 2009. Filed

. as Exhibit 10.7 to our Quarterly Report-on Form 10-Q (File-No. O 29089) for the. quarter ended
June 30, 2009 :and incorporated hetrein by reference. . “

Securities Purchase Agreement dated as of July 30, 2009 by and among Agenus Inc. and the
investors listed on the Schedule of Buyers thereto. Filed asExhibit 10.1 to our Current Report on

- Form 8-K (File No. 0-29089) filed on August 3, 2009 and incorporatéd herein by reference.
- Securities Purchase Agreement dated as of August 3, 2009 by and among:Agenus Inc. and the

investors listed on the Schedule of Buyers thereto. Filed as Exhibit 10.1: to our Current Report on
Form 8-K (File No. 0-29089) filed on August 5; 2009 and incorporated herein by reference.

Amended and Restated Manufacturing Technology Transfer and-Supply Agreement by and
‘between Agenus Inc. and GlaxeSmithKline Biologicals SA dated J anuary: 19, 2009: Filed as

Exhibit 10.1 to our Quarterly Report on Form 10-Q (Filé No. 0-29089) for the quarter ended
March 31, 2009 and 1ncorporated herein by reference :

Summary of oral agreement between Garo-H. Armen PhD and Agenus Inc. Agenus Inc.
modifying the base salary of Dr. Armen. Filed as Exhibit 10.3 to our Quarterly Report on Form
10-Q (File No. 0-29089) for the quarter ended March 31, 2009 and incorporated:herein by

reference

‘Securities. Exchange Agreement by and between Agenus Inc and Tang Capltal Partners LP dated

June 3, 2009. Filed as Exhibit 10.1 to our Quarterly Report on' Form 10-Q (File No. 0-29089) for
the quarter ended J une 30, 2009 and 1ncorporated herern by reference

Securltres Exchange Agreement by and between Agenus Inc. and The Conus Fund L.P., The

- Conus Fund Offshore Master Fund Ltd:, and The Conus Fund (QP) L.P. dated June 4, 2009. Filed

as Exhibit 10.2 to our Quarterly Report on Form 10- Q (File No. 0 29089) for the quarter ended
Tune 30, 2009. and 1ncorporated herein by reference

Securities Exchange Agreement by and between Agenus Inc. and The Wolverrne Convertible
Arbitrage Fund Trading Limited dated June 4, 2009. Filed as Exhibit 10.3 to our Quarterly Report

: on Form 10-Q (File No.. 0-29089) for the quarter ended June 30, 2009 and 1ncorporated herein by
“reference. .

Agenus Inc. 2009 Equlty Incentive Plan Flled as Appendlx A to our Deﬁnltlve Proxy Statement

“ on Schedule 14A filed on Apr11 27,2009 and mcorporated here1n by reference
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Exhibit Neo.

Description

10.32.2*

10.33*

10.34

1035

10.37
10.38
10.39
10.40
1041

21
23
31.1

31.2

32.1(2)

10.32.1%*

Form of Restricted Stock Agreement for the Agenus Inc. Agenus Inc. 2009 Equity Incentive Plan.

.. - Filed as Exhibit-10.2 to eur Current Report on Form 8-K (Frle No 0-29089). ﬁled on June 15;

2009 and incerporated herein by reference.

Form of Stock Option Agreement for the Agenus Inc. 2009 Equity Incentive Plan. Filed as Exhibit
10.3 to our Current Report on Form 8-K (File No. 0-29089) filed on June 15, 2009 and

'mcorporated herein by reference

Aigenus Inc. 2009 Employee Stock Purchase Plan. Filed as Appendix B to our Definitive Proxy

.. Statement on Schedule 14A filed on April 27, 2009 and incorporated herein by reference.

Laﬁdldr'd Sublesgor and Sublessee Agreement dated August 4, 2010 between Agenus Inc., Cubist
Pharmaceuticals, Inc., and TBCI, LLC, as Trustee of 3 Forbes Road Realty Trust. Filed as Exhibit.
10.1 to our Quarterly Report on Form 10-Q (File No. 0-29089) for the quarter ended June 30,

2010 and 1ncorp0rated herem by reference.

Sublease Agreement by and bétween Agenus Inc. and Cubrst Pharmaceutlcals Inc. dated July 30,
2010. Filed as Exhibit 10.2 to our Quarterly Report on Form 10-Q (F11e No 0-29089) for the
quarter ended June 30, 2010 and incorporated herein by reference.

~ Form of Subscnptxon Agreement. Filed as Exhibit 10.1 to our Current Report on Form 8-K (Flle
' No. 0- 29089) ﬁled on December 14, 2010 ‘and incorporated herem by reference -

Securmes Exchange Agreement by and between Agenus Inc. and Invus Public Eqmtres L.P. dated

‘Apnl 22 2010 Frled herew1th

November 18 2010 F1led herewith.

Secunt1es Exchange Agreement by and between Agenus Inc. and Profess1ona.l Life and Casualty
dated November 18, 2010. Filed herewith.

Securities Repurchase Agreement by and between Agenus Inc. and Inga]ls & Snyder Value.
Partners L.P. dated December 7, 2010. Filed herewith.

Securities Exchange Agreement by and between Agenus Inc and. Ingalls & Snyder Value Partners
L.P. dated December 28, 2010. Filed herewith.

Subsidiaries of Agenus Inc. Filed herewith.
Consent of KPMG LLP, independent registered public accounting firm. Filed here'yyith.' '

Certification of Chief Executive Officer pursuant to Rules 13a-14(a) and 15d—14(a) under the
Securities Exchange Act of 1934, as amended. Filed herewith. L

Certification of Chief Financial Officer pursuant to Rules 13a-14(a) arid lSd-l4(a) under the
Securities Exchange Act of 1934, as amended. Filed herewith.

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. Submltted herewith.

* Indicates a management coritract or compensatory plan. -
(1) Certain confidential material contained in the document has been omitted and filed separately with the
Securities and Exchange Commission pursuant to Rule 406 of the Securrtles Act or Rule 24b-2 of the

Securities Exchange Act.’

(2) This certification accompanies the Annual Report on Form 10-K and is not ﬁled as pan of it.
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SIGNATURES Lo

Pursuant to the ‘fequiremen’ts-of Section-13-or 15(d) of the Securities- Excharige Act-of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto ‘duly -authorized.

" AGENUS ING.

By: ' Is/ GarRo'H. ARMEN;, PH.D.
o -7 Gare H. Armen;, Ph.D.
- Chief Executive Officer and
Chairman of the Board

Dated: March 16, 2011
Pursuant to the requirements of the Securities Exchange Act of 19.34, this r'ef)ori' has been s‘igned below by
the following persons on behalf of the registrant in the capacities indicated as of March 16, 2011. - '

Signatwre . e

" Js/_GaroH. ARMEN,PHD. __ ChiefExecutivé Officer and Chairman of the Board of Directors

Garo H. Armen, Ph.D. o " (Principal Executive Officer)

S

/S/  SHALINI SHARP Vice Presidentand Chief Financial Officer

. Shalini Sharp , .. (Principal Financial Officer) .

/s/  CHRISTINE M. KLASKIN ~ Vice President, Fi'hancle' »
“ 87 Christine M. Klagkin A - (Principal Accounting Officer)

/s/_ BRIAN CORVESE. . o ..t .« .. ., Director

Brian Corvese iy

s/ ToMDechaiNg ' Director

Tom Dechaene

/s/ __JoHN HATSOPOULOS : o ... .. .Director
' John Hatsopoulos b ‘ ’ o S

/S/  'WADIH JORDAN o : ’ ... Director .

Wadih Jordan T

/s/ _HyamI Levitsky, MD R " Director |

"’ Hyam L Levitsky, MD , SRR R

/s/__TIMOTHY ROTHWELL o o Director

- Timothy Rothwe!!v

_I/s/_TmMoTHY R. WRIGHT o o Director.
Timothy R. Wright
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Exhibit 31.1

Certification Pursuant to-Rulés 13a—14(a) and 15d-14(a) under the Securitiés Exchange Act of 1934; as '
amended -

I, Garo H. Armen, certify that:
1. Ihave reviewed this Annual Report on Form 10K of Agenus Inc.; "

2. Based on'my kriowledge, this feport does‘not contain any- untrue statement of a material fact or omit to
i+ v state a matérial fact necessary to make'the statements made; in light of the circumstances ander which
such statements were:madé; pot misléading with respéct to the period covered by this'report;

3. .. Based on'my knéwledge, the financial statements, and-other financial information: mcluded in this
'+ report, fairly present inall material respects the financial’ ‘conditioit; results of operat1ons and cash
flows of the Registrant as of, and for, the périods présented-in this Téports:

4. The Registrant’s other'certifying officéf and I are responsrble for establishing and mamtarmng
: disclosure controls and:procedures (45! defined in Exchange Act Rules13a-15(e) and 15d-15(¢)) and
* +internal ‘control over financial reporting (as defined-in'Exchange Act Rules 13a-15(f) and 15d—15(f)) for
the Registrant and have:

a:: designed suchi disclosure cortrols and procedures, of caused such' disclosure controls and-

' procedures to be designed imder our supervision, to énsure that material information relating to

- the Registrant, including its consolidated: subsidiaties, is made known o us by others within those
entities, partrcularly during the period in which this report is being prepared

* “financial reportmg 10 be des1gned under our supervision;:to prov1de reasonable agsurance
- regarding the reliability of finaricial reportifig aid thé preparation of financial statements for
external purposes in accordance with U.S. generally accepted accountirig principles;

~ ¢ evaluated-the effectiveness of the Registrant’s 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 changé in the Registrant’s-internal control over financial'reporting that
i occurred during:the Registrant’s most recent-fiscal quatter (the Registrant’s fotirth fiscal quarter in
» :the case of afi aniiual report) that has materially affected; or is reasonably hkely to matenally
affect, the Registrant’s internal control over financial reporting; and

5, "The Registrant’s other: certlfyrfrg officér-and I have disclosed, based:¢n our most recent evaliiation of
* internal:control over financial‘réporting, to- the Registrant’s auditors-and the audlt comrmttee of the
Registrant’s board of directors (or persons:performing the equivalent fufiction):

v+ a. 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 Reg1stIant s ability to
record, process, summarize'and report financial information; and- ~

'b.” " any fraud; 'whether or not material, that involves management ot other employeestwho have a
significant role in the Registrant’s internal control over finanéial'teporting. '

Date: March 16,2011~ = -+ ¢ /s/ Garo H. ARMEN, PH.D: ©

Garo H. Armen, Ph.D.
Chief Executive Officer




Exhibit 31.2

Certification Pursuant to Rules; 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as -

amended
I, Shalini Sharp, certify that:
1. Thave reviewed this Annual Report on Form 10-K of Agenus Inc.; . . v
- 2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a-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;

3. :Based on.my knowledge, the financial statements, and other financial information included in this

i .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; o

4. The Registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in: Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and:15d-15(f)) for
the Registrant and have: ‘ L ‘

a.. - designed such disclosure controls and procedures, or caused such disclosure controls and

© w14’ procedures to be designed under our supervision, to ensyre 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;.
- b. - 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-U.S. generally accepted accounting principles;
- ..€._evaluated the effectiveness of the Registrant’s 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
-d. . -disclosed in this report any change in the Registrant’s.internal control over financial reporting that
occurred during the Registrant’s, most recent fiscal quarter (the Registrant’s fourth fiscal quarter in
. the case of an annual report) that has materially affected, or is reasonably likely to.materially
affect, the Registrant’s internal control over financial reporting;-and . -

5..: The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the Registrant’s:.auditors and:the audit committee of the
Registrant’s board of directors (or; persons performing the equivalent function)::

a.  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 Registrant’s ability to
record, process, summarize and report financial information; and . .. :

b. any fraud, whether or not material; that involves management.or other employees who have a
significant role in the Registrant’s internal control over financial reporting.

Date: March 16, 2011 o B /s/  SHALINI SHARP ..

Shalini Sharp
Chief Financial Officer



Exhibit 32.1

Certification
Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Annual Report on Form 10-K of Agenus Inc. (the “Company”) for the year ended
December 31, 2010 as filed with the Securities and Exchange Commission on the date hereof (the “Report”),
each of the undersigned to his/her knowledge hereby certifies, pursuant to 18 U.S.C. Section 1350, that:

(i) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange
Act of 1934; and

(i) The information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

/s/ GARO H. ARMEN

Garo H. Armen, Ph.D.
Chief Executive Officer

/s/ SHALINI SHARP

Shalini Sharp
Chief Financial Officer

Date: March 16, 2011

A signed original of this written statement required by Section 906 has been provided to Antigenics Inc. and -
will be retained by Agenus Inc. and furnished to the Securities and Exchange Commission or its staff upon
request.

The foregoing certification is being furnished to the Securities and Exchange Commission as an exhibit to
the Annual Report on Form 10-K for the year ended December 31, 2010 and should not be considered filed as
part of the Annual Report on Form 10-K.
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AGENUS INC.
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

Date June 15, 2011
Time 5:00 P.M., Eastern Time
Place Agenus Inc., 3 Forbes Road, Lexington, Massachusetts 02421

Webcast  Go to http://www.agenusbio.com/investors starting at 5:00 P.M., Eastern Time on June 15, 2011.
The webcast will be archived on our website for at least three months after the date of the 2011
Annual Meeting.

Propesals 1. To elect Garo H. Armen, PhD, Tom Dechaene, and John Hatsopoulos as Class 1I directors,
each for a term of three years expiring in 2014.

2. To approve an amendment to our Amended and Restated Certificate of Incorporation to effect a
reverse stock split of the Company’s common stock at the discretion of the Board of Directors.

3. To approve an amendment to our Director’s Deferred Compensation Plan (as amended) to
increase the number of shares authorized for issuance under such plan.

4. To ratify the appointment of KPMG LLP as our independent registered public accounting firm
for the fiscal year ending December 31, 2011.

5. To approve, in a non-binding advisory vote, the compensation of the Company’s named
executive officers.

6. To hold an advisory vote on the frequency of future advisory votes on compensation of the
Company’s named executive officers.

7. To consider any other business as may properly come before the 2011 Annual Meeting of
Stockholders or any postponement or adjournment of the meeting.

Record
Date . You are entitled to vote if you were a stockholder of record on April 18, 2011.

A list of stockholders entitled to vote will be open for examination by any stockholder for any purpose
germane to the 2011 Annual Meeting of Stockholders for ten days before the meeting during ordinary business
hours at our principal offices at 3 Forbes Road, Lexington, Massachusetts 02421,

It is important that your shares be represented at the 2011 Annual Meeting of Stockholders.
Therefore, whether or not you plan to attend the meeting, please complete your proxy and return it to us.
If you attend the meeting and wish to vote in person, your proxy will not be used. Stockholders may also
vote their shares over the internet or by telephone. Instructions for internet or telephonic voting are
printed on your proxy card.

We are pleased to take advantage of Securities and Exchange Commission rules that allow us to furnish
these proxy materials and our Annual Report on Form 10-K to stockholders on the internet. We believe that
posting these materials on the internet enables us to provide stockholders with the information that they need
more quickly, while lowering our costs of printing and delivery and reducing the environmental impact of our
annual meetings of stockholders.

By order of the Board of Directors,
Karen Higgins Valentine, Secretary

May 3, 2011
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“ AGENUSINC. -
3 Forbes Road
Lexmgton, Massachusetts ,
Telephone (781) 674 4400

| 'PROXY,STKTEMEﬁT o
MAY 3.’:291,1 o

This proxy statement coritains 1nforrnatlon about the 2011 Annual Meetmg of Stockholders of Agenus Inc.
(the:“2011 Annual Meéting”), including any postponéments or adjournmeénts. of the meeting. The 2011 Annual
Meeting will be held at Agenus Inc., 3 Forbes Road, Lexington, Massachusetts 02421 on June 15, 2011 at 5:00
P.M.,, Ea_stern_ Time. L

" “ !7 [

In thls proxy statement we refer to Agenus Inc as “Agenus we or the “Company

In accordance w1th the “e-proxy rules approved by the Securltles and E "change Comrmss (“SEC”)
in connectlon wrth 'the sohc1tatlon of prox1es by our Board of Du'ectors we’ﬁrst sent a Notice of Internet ) _
Avarlabrhty of Pro XY . Matenals on or about May 3, 2011 and prov1ded access. to our proxy materials (consrstmg
of this proxy statemént, our Annual Report on Form 10 K for the year ended December 31, 2010 and a form of =~
proxy) over the internet, beginning on May 3, 2011, to each stockholdér entitled to vote at the 2011 Annual
Meeting. We intend to mail to requesting. stockholders full sets of our proxy materials (consisting of this proxy
statement,.our. Annual Report on Form 10-K. for the year ended December 31,20010 and a form of proxy) on or
about May 3,2011.. ~ :

Our Annual Report on Form 10 K for the year ended December 31 2010 is also available on the
“Investors” section of our corporate website at http://www.agenusbio.com/investors and through the SEC’s
EDGAR system at hitp://www.sec.gov. To request a printed copy of our, Annual Report on Form 10-K,
which we will provide to you without charge, write to Investor Relations, Agenus Inc., 3 Forbes Road,
Lexington, MA. 02421. No material on our. website is part of this proxy statement.




VOTING PROCEDURES

YOUR VOTE IS IMPORTANT. PLEASE TAKE THE TIME TO VOTE. Stockholders have a choice
of voting over the internet, by telephone, by_méil_:uéing a proxy,card, or in person at the 2011 Annual Meeting.
Please refer to the proxy card or other voting instructions included with these proxy materials for information on
the voting methods available to you. If you vote over the internet, by telephone, or in person at the 2011

Annual Meeting, you do not need to return your proxy card.

Who can vote? Each share of ourcémimon stock that you owned as of the close of business on
April 18, 2011, the record date; entitles you to one vote on each matter to be
A I ssbied i votedaupon at:the 2011 Annual Meeting. On the record date;-there were . ;
113,337,624 shares.of Agenus common stock issued, outstanding, and entitled to
&.yote:. S : C e N 2 BTV SR S

Why did I receive a one- Pursuant to the “notice and access” rules adopted by the SEC, we provide
page notice in the_;qgi[ .. - . ...Stockholders acce $$ to our proxy materials over the internet. Accqrd@pgly, we
regarding the internet ~  “sent a Notice of Infernet Availability of Proxy Materials (“Notice™) to all of our
ayailability of proxy . . stockholders. as of the record date, The Notice includes instructions on how to

niﬁtérialsj_i_n,s‘t;efajia of a full '
set of printed proxy
aterials?

" aceds our proxy materials over the internet and how to request a printed copy of
.. these materials. In addition, by following the instructions in the Notice,
R N e T ey ? R O B R S

... .. Stockholders may request to Tecetve proxy materials in printed form by mail or.,

email on an ongoing basis.

" Choosirig to'réceive your future proxy materials by email will save us the cost'of
' printing ‘and mailing documents to you and will redice the ihpact of our dfnual
meetings of stockholders on the environment. If you choose to réceive fature”
proxy materials by email, you will receive an email next year with instructions

‘containinga link to'thosé materials and  link to thie proxy voting site. Your

“election to Tecéive proxy materials by email will rémain in efféct until

Sferminate t; Tt sl T e

How do I vote? *“If your shares are registéered directly ‘in’your name;‘you may vote: .. .
*  Over the internet. Go to the website of our tabulator, Broadridge Financial

Solutions, Inc. (“Broadridge”), at http:/fwww.proxyvote.com and follow the
instructions you will find there. You must specify how you want your
shares voted or your internet vote cannot be completed and you will receive
an error message. Your shares will be voted according to your instructions.
If you vote over the internet, your vote must be received by 11:59 P.M.
Eastern Time on June 14, 2011.

* By telephone. Dial 1-800-690-6903 using any touch-tone telephone and
follow the instructions. Your shares will be voted according to your
instructions. If you vote over the telephone, your vote must be received by
11:59 P.M. Eastern Time on June 14, 2011.

* By mail. Complete and sign the enclosed proxy and mail it in the enclosed
postage prepaid envelope to Vote Processing, c/o Broadridge, 51 Mercedes
Way, Edgewood, NY, 11717. Your shares will be voted according to your
instructions. If you do not specify how you want your shares voted, they
will be voted as recommended by our Board of Directors.

¢ In person at the 2011 Annual Meeting. If you attend the 2011 Annual
Meeting in person, you may deliver your completed proxy card in person or
you may vote by completing a ballot, which will be available at the
meeting.



What is the difference
between holding shares -
directly in my name and
holdmg shares i m “street
name”?

How can I change my vote?

If your shares are registered directly in your name, you may revoke your

CIEy your shares are reglstered dlrectly in your name with our transfer agent

American Stock Transfer & Trist Company, you are considered the “stockholder
of record.” " The Not1ce was sent dlrectly to you by Broadridge on behalf of

: Agenus

If your shares are held for you in an account by a broker, bank, or other nominee,
you are considered the beneficial owner of shares held in “street name.” As the
beneficial owner, you have the nght to d1rect your broker, bank, or nominee how
to vote your shares by using the voting instruction card included in the mailing,

or by following therr 1nstruet1ons for vot,m}_g‘over_ the mter_net or by telephone, o

proxy and change your vote at any time before the 2011 Annual Meeting. To do ™

this, you must do one of the followmg

. |

coe Vote over the mtemet as. 1nstructed above Only your latest internet vote is

-counted. .. TR

. Vote by telephone as mstructed above Only your latest telephonic vote is

Will my. shares be,yotved 1f I |

do not return my proxy?

counted. .

e Sign"a‘new proxy -and: submit it as instructed above.

«  Attend the 2011 Annual Meeting and vote in person. Attending the
meeting wi.llv not revoke your proxy unless you specifically request it.

. If your shares are held in “street name,” you may submit new voting

- mstructlons by contacting, your broker, bank or nominee. You may also vote in
'person at the 2011 Annual Meetmg if you dehver a legal proxy as described in

the answer to the “How do I vote?” questron above.

It' your shares are reglstered dJrectly m your name, your shares will not be
voted if you do not vote over the internet, vote. by telephone, return your proxy,
or vote by ballot at the 2011 Annual Meeting.

e

B} your shares are held ln “street name,” your brokerage firm, under certain
errcumstances may vote, your shares for you if you do not return your proxy.

Brokerage firms have authonty to, vote customers unvoted shares on some
routine matters. If you do not glve a proxy to.  your brokerage firm to vote your
shares, your brokerage firm may either vote your shares on routine matters, or

Eleave your shares unyoted. Proposal 4 (to, rat1fy the appointment of KPMG LLP

as our 1ndependent reglstered pubhc accountlng firm) is the only proposal that is

" considered a routine matter for this purpose. Your brokerage firm cannot vote

your shares with respect to non-routine matters unless they receive your voting
instructions We encourage you to provide v0t1ng instructions to your brokerage

* firm by g1v1ng them your proxy: Th1s enstires your shares will be voted at the
2011 Annual Meetmg according to your instructions. You should receive

B directions from your brokerage firm about how to submit your proxy to them at

What’drieS'it meanifI
receive more than one
proxy card?

S

' ‘the tie you recelve thls proxy statement

1t 'means that you have more than’ one account, which may be at the transfer

‘agent or brokers. Please vote over the 1nternet or by telephone, or complete and

return all proxies for each ‘account to ensure that all of your shares are voted.
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How many shares must be
present to hold the 2011
Annual Meeting?

What vote is required to

approve each matter and

how are votes counted?

‘2011,

A majority of our outstanding shares of common stock as of the record date must
be present at the 2011 Annual Meeting to hold the meeting and conduct business..

“This is called a quorum. Shares are counted as present at the meeting if the

shares are voted in person or by proxy at the meeting. Shares that.are present thgf:
vote to abstain or do not vote on one or more of the matters to be voted upon are

. counted as present for establishing a quorum.

) ‘ If é'quOfulrn is not present, we e){pec_t that the 2011 Annual Meeting will be
. adjourned until we obtain a quorum.

‘Pfoposm’ 1—To e'l{ééti three Class II directors, each for a term of three years.

The three nominees for director receiving the, highest number of votes FOR
election will be elected as directors. This is called a plurality. Abstentions and
“broker non-votes” are not counted for purposes of electing directors. If your
shares are held by your broker in “street name” and if you do not vote your
shares or instruct your broker how to vote with respect to this item, your unvoted
shares will be counted as “broker non-votes.” You may vote FOR all of the
nominees, WITHHOLD your vote from all of the nominees or WITHHOLD
your vote from any one of the nominees. Votes that are withheld will not be

. included-in the vote tally for the election of directors and will have no effect on

the results of the vote.
Proposal 2—To reapprove thé Reverse Stock Split.

To"appfoyé Proposal 2, stockholders holding a majority of the outstanding shares

' of Agenus common stock must vote FOR Proposal 2. Abstentions and “broker
~non-votes” will have the same effect as a vote AGAINST the proposal.

Proposal 3-—To approve an amendment to our Directors’ Deferred

" Compensation Plan (as amended) to increase the number of shares
* authorized for issuance under such plan. R

To approve Proposal 3, stockholders holding a majority of Agenus common

~'stock present or represented by proxy at the 2011 Annual Meeting and voting on
“the matter must vote FOR Proposal 3. Abstentions and “broker non-votes” will
~ not be counted as votes cast or shares voting on Proposal 3 and will have no
' efféct on the vote. - ST '

- Prgpt)sgl' FTp'ijatify the 'a[;i)‘(;)in‘tn'iéht_ of KPMG LLP as our independent
, registered public accounting firm for the fiscal year ending December 31,

[

» !T(’) approve Pfoposal 4,._‘ a Iﬁajc&)ﬁ:ty 'of' the y;)te; Jc_:g.lst by stockholders present in
~ person or by proxy and voting on the matter must vote FOR Proposal 4. If your

shares ar_e}h@ldfby your br(')lé'e,r__i\n ‘fs;réet name,” and you do not vote your shares,
your brokerage firm has authority to vote your unvoted shares on Proposal 4. If
the broker does not vote your unvoted shares, there will be no effect on the vote

- because these “broker non-votes” are not considered to be voting on the matter:
.Abstentions and “broker non-votes” will. not be counted as votes cast or shares. . .

voting on Proposal 4 and will have no effect on the vote.
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- Proposal 5— To approve, in a non-binding adv1sory vote, the: compensatlon
, of the Company s:named executive ofﬁcers . :

| - 'I.‘o approve Proposal 5 stockholders holdmg a majority of Agenus common

_stock present or represented by proxy at the 2011 Annual Meeting and votmg‘ on
, the matter. must vote FOR Proposal 5. Abstentlons and “broker non-votes” will

not be counted as votes. cast or shares votmg on Proposal 5 and will have no

K effect on, the vote

' Proposal 6— To hold an adv1sory vote on the frequency of future advisory

o votes on the compensatlon of the Company s named executive officers.

How does the Board of
Directors recommend that I
vote?

Are there other matters to
be voted on at the 2011
Annual Meeting?

‘Where do I find the voting
results of the 2011 Annual
Meeting?

‘Who bears the costs of
soliciting these proxies?

s :For Proposal 6, the optiori of one year, two years, or three years that receives the
"+ highest aumber of votes cast by stockholders will be considered by the Board of
<. Directors when' determiniiig the frequency of future advisory votes on executive
~ compensation. Abstentions and “‘broker nion-votes” will not be counted as votes
* cast or shares voting on Proposal 6 and will have no effect on the vote.

Our Board of Directors recommends that you vote:

*  FOR Proposal 1—To elect the three nominated Class II directors, each for a
term of three years.

¢ FOR Proposal 2—To reapprove an amendment to our Amended and
Restated Certificate of Incorporation to effect a reverse stock split of the
Company’s common stock at the discretion of the Board of Directors.

*  FOR Proposal 3— To approve an amendment to our Directors Deferred
Compensation Plan (as amended) to increase the number of shares
authorized for issuance under such plan.

e FOR Proposal 4—To ratify the appointment of KPMG LLP as our
independent registered public accounting firm for the fiscal year ending
December 31, 2011.

*  FOR Proposal 5— To approve, in a non-binding advisory vote, the
compensation of the Company’s named executive officers.

¢ Proposal 6— To vote in favor of future advisory votes on the compensation
of the Company’s named executive officers every three years.

We do not know of any other matters that may come before the 2011 Annual
Meeting. If any other matters are properly presented to the meeting, the persons
named in the accompanying proxy intend to vote, or otherwise act, in accordance
with their judgment.

We will report the voting results in a Form 8-K within four business days after
the end of the 2011 Annual Meeting.

We will bear the costs of soliciting proxies. In addition to the mailing of these
proxy materials, our directors, officers, and employees may solicit proxies by
telephone, e-mail, and in person, without additional compensation. We reserve
the right to retain other outside agencies for the purpose of soliciting proxies.
Upon request, we will also reimburse brokerage houses and other custodians,
nominees, and fiduciaries for their reasonable out-of-pocket expenses for
distributing proxy materials to stockholders.
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How'can I'receive future = - : This:proxy statement and:our Annual Reporton Form 10-K for the year ended
proxy statements and December 31, 2010 are available on our website at http://www.agenusbio.com/
annual reports over the investors. Most stockholders can elect to v1ew future proxy statements and
internet instead of recelvmg annual repons over the internet mstead of e v1ng printed copies in the mail. If
prmted coples m the mall" you are a stockholder of record, you can'choose this option when you vote over
T ““the 1nternet and save us the cost of producmg and mailing these documents. If
©o v Syoware d stockholder of record and choose to v1ew future proxy statements and

e Year with i mstructlons contalmng the internet address to access those documents.

. Yourele 1on fo Proxy 1 materlal by emall will remain in effect until you

o ‘terminate it. If you choose to receive future proxy materials by email, you will

. _.,': . Teceive an emall next year with instructions: containing a link to those materials
4 . - and alink:to the- proxy. voting site.-If your shares-are held through a broker or

. . -other nominee, you should-check the information provided by them for

- " . instructions on:how.to elect to view future proxy statements and annual reports

» . over;the internet. No material on our. website is part of this proxy statement.




PROPOSAL 1—ELECTION OF DIRECTORS

The Board of Drrectors, upon recommendatwn of our Corporate Governance and Nommatmg Committee, has
nominated the three. people listed below for electzon as Class o dtrectors ‘Each:nominee currently serves asa .
Class II dtrector P ; : -

Our Board of D1rectors (the “Board”) is d1v1ded into three classes. One class is elected each year and
members of each class hold office for three- -year terms. The Board currently is fixed at eight members and
consists of e1ght members Three current members are Class II d1rectors w1th terms expiring at the 2011 Annual
Meetmg Two current members are Class I dlIeCtOI'S with terms expiring at the 2012 Annual Meeting of
Stockholders. Three current members are Class I directors, w1th terms expiring at the 2013 Annual Meeting of
Stockholders. The Board upon the recommendatlon of our Corporate Governance and Nominating Committee,
has nominated Garo H Armen PhD Tom Dechaene, .and John Hatsopoulos all current Class II directors, for
re—elect1on to a.term expmng at the 2014 Annual Meet1ng of Stockholders )

For more mforrnatmn on nomination of dxrectors see “Corporate Govemance and Nominating Committee”
below in the section entltled “Our Corporate Governance—Commlttees of the Board.”

Your vote is requested in favor of Garo H. Armen, PhD, Tom Dechaene, and John Hatsopoulos, the:three
nominees listed below, as Class I directors: All of the nominees have indicated their willingness to serve, if
elected, but if any of them should be unable or unw111mg to serve, prox1es may be voted for a subst1tute nommee
des1gnated by the Board ; '

“There are no famlly relat10nsh1ps between or among any of our-executive officers, dlrectors or nommees for
d1rectors ' , ; R . ,

Below are the names and certain information about each member of the Board, mcludmg the nominees for
electron as Class I du'ectors : o SN :

CLASS I DIRECTORS—TERMS TO EXPIRE IN 2013 -

Brian Corvese ey Bnan Corvese is Pres1dent and Founder of Vencor Capital, a private equity firm
Age: 53 o ‘ o ‘ with telecommumcaﬁons and technology investments in the Middle East and
President and Founder of ' IMed1terranean reg1ons Prior to workmg at ‘Vencor, Mr. Corvese worked on
Vencor Capital investments in the U.S. and global equity markets as a Managing Director and
partner at Soros Fund Management, the largest hedge fund in the world at the
Director since 2007 time. From 1988 to 1996, Mr. Corvesé ‘was a partner at Chancéllor Capital. '
(a) Audit and Finance Management (“Chancellor”), a $25 billion money management firm. While at.
Committee. ' " . Chancellor, Mr. Corvese was.a Portfolio Manager with responsibility for " -
(Chair) © investments made in basic industries; restructurings, and special situations,

(b) Compensation Committee corporate governance investments, as well as founded and managed his own -
SETTEERETE ST hedge fund. From 1981 to 1988, Mr. Corvese was with Drexel Burnham:
Lambert (“Drexel”) as an equity analyst following the chemical and specralty
‘chemical industries and participated in a-significant number of merger and
- acquisition activities. While at Drexel, Mr. Corvese was a member of the top - * -
chemical and specialty chemical research team, as ranked by Institutional
.. Investor. Mr. Corvese currently serves on the'Board of Directors of the National
Telecommunications Corporation, based in Cairo, Egypt. Mr. Corvese earned
- degrees in finance and political science from The University of Rhode Island and
- attended New York University Graduate School. With over 25 years of
experience in the financial industry, Mr. Corvese brings substantial financial
expertise to our Board of Directors. -

7



Timothy Rothwell . ........ Mr. Rothiwell recently retired as Chairman of Sanofi-Aventis U.S. Mr. Rothwell

Age 60 brings substantial industry experience to our Board of Directors, having spent 37
el e e o Teyears incthe pharmaceutical industry, including many years spent in leadership -
Dzrector since 2009 ~=.; positions with major pharmaceutical companies. Mr. Rothwell joined Sanofi- -
Research and Development Synthelabo in 2003 as U.S. President and Chief Executive Officer. In 2004; he was
Committee _ instrumental in the formation and leadership of Sanofi-Aventis U.S., an affiliate of

L

" the Sanofi-Aventis Group, wheré he served from 2004 to 2009 as President, ‘Chief |
o Executive Officer, and Chairman. Pnor to Sanoﬁ Aventls U. S. and Sanofi-
: . Synthelabo M. Rothwell served in various capacmes at Pharmac1a mcludmg

o Executive Vice Presiderit and President for Pharmacia’s global prescnptlon o
busmess and Executive Vice Pre31dent of Pharmac1a Corporatlon From’ 1972 o
1995, he held senior management posmons w1th leadmg pharmaceutlcal
e companies, 1nc1ud1ng Sandoz, Squ1bb and Rhone—Poulenc Rorer MI' Rothwell
holds a bachelor of arts from Drew University in New Jersey and a law degree ;
from Seton Hall University in New Jersey. Presently, Mr. Rothwell serves on the
Board of Directors of Em]sphere Technologles New Amerlcan Therapeutlcs LLC
and the Pheo-Para Alliance, a non-profit 501(c)(3) organization. ' :

Timothy R.: Wrzght, ¢+ wei.nn . Mr. Wright recently resigned as President of: the Imaging Solutions and-
Age 53 .- & -+ .- . Pharmaceutical Products Sector of Covidien. Covidien is a $10 billion global

¢ leader in medical devices and supplies, diagnostic imaging agents, .~ :
Dlrector since 2006 lead pharmaceuticals, and other healthcare products. Mr. Wright brings.to the: Agenus:-

Director since 2009 Board of Directors over 25 years of pharmaceutical industry experience in

(a) Compensation Committee  general management, product development, and: commercialization:as well as

(b) Corporate Governance business restructuring and transaction experience. Beginning in April 2004, Mr:
and Nominating Committee Wright was interim CEO, President and a member of the Board of Directors of
(Chair)- - - = .. + i-AAI Pharma, a hybrid pharmaceutical, drug delivery/manufacturing, and global
(c) Research and clinical research organization. Upon the sale of AAI Pharma's pharmaceutical :, -
Development Committee assets to Xanodyne Pharmaceuticals Inc., Mr. Wright transitioned to Chief

Operating Officer at Xanodyne Pharmaceuticals Inc., a role he maintained until
May 2006. Mr. Wright was also President of Elan Bio-Pharmaceuticals and has
held several senior management posmons with Cardinal Health Inc. and Dupont
Merck Pharmaceutlcal Company. Mr. Wright has served on several Boards of
D1rectors including those for AAI Pharma and CeNes Pharmaceuticals. Mr
anht eamed his bachelor’s degree from Ohio State University. =

NOMINEES FOR CLASS II DIRECTORS—TERMS TO EXPIRE IN 2014

Garo H Armen, Ph. D, et v Dr Armen is Chauman and Chief Executlve Officer of Agenus Inc the A

Age: 58 . : .= biotechnology company he co-founded with Pramod Srivastava in 1994. Dr:
Founder, Chairman; and . ..Armen brings to our Board a deep historical and pract1cal knowledge of the .
Chief Executive Officer: of ‘business-of the.Company and its technologies, as well as years of expertisé in the'
Agenus Inc. " - financial and biopharmaceutical arenas. From mid-2002 through 2004, he was

. Chairman of the Board of Directorsfor the biopharmaceutical company Elan
Dzrector since 1 999 , Corporation, plc. Dr. Armen currently serves on the Board of Directors of

- Protagenic Therapeutics, Inc., a privately held biotechnology company. Dr.
-*.. Armen served-as Senior Vice President of Research for Dean Witter Reynolds
-7 (1986~1989), focusing on the chemical and pharmaceutical industries, and with
+* E:F. Hutton & Company as first Vice President (1981-1986). Dr. Armen is also
the founder and President of the Children of Armenia Fund, a charitable
organization established in 2000 that is dedicated to the positive development of
the children and youth of Armenia. :
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Tom Dechaene ...........
Age: 51
Director, Transics N.V: -

Director:since 1999, .
Lead Director 2006-2009
(a) Audit and Finance
Committee -
(b) Corporate Governarice
and Nominating Committee

Mr. Dechaene is an advisor to various TMT (telecom,-media, and technology)
and life sciences companies. Mr. Dechaene brings to our Board of Directors

. 'substantial financial expertise and international -business experience: Since 2007,

Mr.-Dechaene has served on the Board of Directors and is a member of the audit

+:.committee of Transics:NV, a company listed on. NYSE Euronext and which:
“develops and markets fleet management solutions for the transport and logistics
" .sector. Since 2010, Mr.: Dechaene has served on the Board of Directors of Brown
* - Hall International Limited, a private IVF health company headquartered in . -
-Cyprus. Mr. Dechaene was a director of Telindus N.V.,listed on Euronext; from
12005 until its acquisition by Belgacom in 2006.:Since 2006, Mr. Dechaene has -
2. been a director of the Telindus Foundation in the Netherlands. From 2000 to

. 32002, Mr. Dechaene was the Chief Financial Officer of SurfCast Inc., a software

-development company.: He was with Deutsche Bank from 1991 through 1999,
- most.recently as a director in the principal investments group within the equity

capital markets division. Mr. Dechaene holds a law degree from the Central

+ Exam Commission, Belgium; a masters degree in applied economics from the

v+ University of Antwerp; and an MBA from INSEAD, France.

John N. Hatsopoulos .......
Age: 77 : S
Chief Execiitive: Ofﬁcer of
American DG Energy Inc:
Chief Executive Ofﬁc’er .
of Tecogen Inc: :

Dzrector since 2007 -
Audit and Finance .
Committee- ~ -7

Mr. Hatsopoulos is Chief Executive Officer of American DG Energy Inc.

.~ Headquartered in Waltham, Massachusetts, American. DG.Energy is-a leading
.- on-site utility offering electricity, heat, hot water, and cooling to commercial, -

- institutional; and industrial facilities. Mr. Hatsopoulos is also Chief Executive
“"Officer of Tecogen Inc., a leading manufacturer of natural gas, enginé-driven

. commercial and industrial cooling and-cogeneration systems. In addition, Mr.
. Hatsopoulos is Chairman of GlenRose: Instruments Inc., a company that prov1des
- radiological and environmental services, as well as managing partner of -
. - -Alexandros Partners LLC, a financial advisory firm. Mr. Hatsopoulos is one of :
- the founders of Thermo Electron Corp. (currently Thermo Fisher. Scientific) arnd
. .the retired President :and Vice Chairman of its Board of Directors. Thermo Fisher
- ‘Scientific is a leading provider of analytical and monitoring instruments used in
- a'broad range of applications, from life-sciences research to telecommunications,

food, drug; and beverage production. Mr. Hatsopoulos graduated from Athens

- .~ College in Athens, Greece, in 1953. He holds a BS in history and mathematics

from Northeastern University, together with honorary doctorates in business

- :administration from Boston College and Northeastern University. He served on

the Board-of Directors of the American Stock Exchange from 1994 through 2000

-and the AMEX Nominating Committee from 1990 to 1994. Mr. Hatsopoulos has

been a member of the Board of Directors of AmericanCare Source Holdings Inc.,
an ancillary benefits management company, since 2006. He is also a member of
the Board of Directors of TEI BioSciences Inc., and a “Member of the
Corporation” for Northeastern University. Mr. Hatsopoulos brings to our Board

. -of Directors years of extensive financial and senior executlve expenence



CLASS IH DIRECTORS—TERMS TO EXPIRE IN 2012

Wadih Jordan . .. .. ... ....
Age:76 . o
President of Near East. ;. :
Pharma - :

Director -si',ncé 2003 - .
Compensation Committee, . -
(Chair) ... . ’ -

Mr Jordan ié President of NearEast Pharma, a..company marketing- o

.+ pharmaceuticals in Near East markets, including Lebanon, Turkey, Saudi Arabia,
2. Egypt, and the Guif countries, and has served in such position since 1996. From -

1993 to 1995, Mr. Jordan served as a Vice President of Cyanamid International; .
a research-based life sciences company, and from 1976 to 1993, Mr: Jordan. -

- served as a Managing Director within Cyanamid International. Since December
2005; M. Jordan has served as a member of the Board of Directors at Pollex . ..
+.--S.A.L’, a company that specializes in the distribution and marketing of BASF
* « products in the Middle East and North Africa. Since December 2003, Mr. Jordan

= ‘has been a trustee of the Board of Directors of the Lebanese American

- +iw University, located in Beirut, Lebanon, and incorporated under the Board of
-+ ~Regents in New York State. Mr. Jordan received a bachelor’s degree in
- agriculture at the American University of Beirut, Lebanon, and a certificate in

*.. international business from Columbia University. Mr. Jordan brings to our Board

;- of-Directors years of expertise in both the biotechnology/pharmaceutical and

Hyam I. Levitsky, M.D. ... ...
Age: 53 - o
Professor,.Johns Hopkins
University Medical Center .

Director since 2006 - -,
(a) Corporate Governance . . -
and:Nominating Committee
(b) Research and
Development Committee:
(Chair) :

T

international arenas.

:As a practicing and teaching doctor in the Oncology field, Dr. Levitsky brinigs to

our Board of Directors valuable scientific and medical experience: and guidance.

-. Dr. Levitsky is Professor of Oncology, Medicine & Urology at The Sidney

Kimmel Compretiensive Cancer Center at Johns Hopkins. Dr."Levitsky has beén

.- a professor at Johns Hopkins since 1991, and his laboratory research has focused

on basic studies of antigen processing and presentation, T-cell co-stimulation,
T-cell priming versus tolerance, and the evolution of tumor-spécific immunity :: -
during immune reconstitution. Dr. Levitsky’s work has been translated into the
creation of novel therapeutic agents that are being tested in patients with :
multiple myeloma, acute and chronic myelogenous leukemia, B cell lymphomas,

- prostate cancer, and lung cancer. His work on manipulating immune

reconstitution has led to pivotal trials of tumor vaccines in the context of

: -autologous stem cell transplantation, and he has served as scientific director of
- the George Santos Bone Marrow Transplant Program at Johns Hopkins.
- Dr. Levitsky received his undergraduate degree in engineering from the

Vote Required

- .2 University of Pennsylvania in 1980, and his medical degree from the Johns
.. Hopkins University School of Medicine in 1984: He did his internship and ‘

."residency in internal medicine at Johns Hopkins Hospital, and his fellowship at
-the-Johns Hopkins Oncology Center. - -~ . '

The three nominees for director receiving the highest number of votes FOR election will be elected as
directors. This is called a plurality. Abstentions and “broker non-votes” are not counted for purposes of electing
directors. If your shares are held by your broker in “street name” and if you do not vote your shares or instruct
your broker how to vote with respect to this item, your unvoted shares will be counted as “broker non-votes.”
You may vote FOR all of the nominees, WITHHOLD your vote from all of the nominees, or WITHHOLD your
vote from any one of the nominees. Votes that are withheld will not be included in the vote tally for the election
of directors and will have no effect on the results of the vote.

The Board of Directors recommends a vote FOR Proposal 1.
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OUR CORPORATE GOVERNANCE

Our Commttment to Good Corporate Govermmce

We beheve thatrgood corporate governance. and an envn‘onment of hxgh ethrcal standards are: 1mportant for
Agenus toachieve bisiness-success.and to create value for-our:stockholders. Our Board of Directors is-:
committed to-high governance standards-and to continually working to improve them. We:continue to review our
corporate:governance practices in light of ongoing changes inrapplicable law and evolving best practices:

Role of Our Board of Dzrectors

Gt RN - P a

Our Board of D1rect0rs s cunrently fixed at elght members There have been no changes in: the Board since:
the 2010 Annual Meeting of Stockholders.

The Board monitors overall corporate performance the 1ntegnty of our ﬁnancral controls r1sk management
and legal comphance procedui‘es It elects senior management and- oversees succession planning and senior:
management ] performance and compensation. The Board also oversees- our short- and long-term stratégic and
business planning, and: ‘reviews with management ‘its busmess plan financmg plans budget and other key

ﬁnanc1a1 dand Business ObJeCthBS R R A R A e

AR HERVS . <

- Members of the Board keep mformed about our busmess through dlscussmns with: the Chref Executlve
Officer and other'mémbers of-our:senior management team; by i reviewing miaterials provided to them by the ERE
Company on:a‘regular-basis and in'preparation for Board and'committee meetings; and by patticipating in'-
meetings of the Board and its'’committees. We regularly review key portions of'our business with the Board:
These practices afford the Board meémbers the opportunity to actively. part1c1pate in-risk management assessment
and raise questions and engage in discussions with management regarding areas of potential risk. The Audit and-
Finance Committee of the Board reviews the risk management practices of the Company and both the Corporate
Governance and Nominating Committee and the Audit and Finance Committee receives.a report-at least-annually
from the Company’s Chief Comphance Officer outlining areas of compliance focus and proposed ,
recommendat" i Addrtronally, the Compensatlon Commlttee reviews the Company $ executlve compensatlon
ent1ves created by the executlve compensatlon program to assess whether our compensatlon

We introduce our executives and other ’employees to the Board 50 that the Board can become fanuhar with
our key talent. T1mothy R erght our Lead Diréctor; engages ‘with each new Board member to intfoduce each
new member to our Corporate Governance pohcres and their responsxblhtles to the Company asa d1rector Each’
Board member"recelves a Board of D1rectors handbook that prov1des them w1th a summary of these pract:ces and
p011c1es -

vl

directors; except for Mr: Hatsoporﬂos and Dr. Lev1tsky, attended at least 75% of the’ total number of meetmgs of
the Board held*durlng the’ penod dunng ‘which the director served ‘and all meetmgs "of committeés of the Board
on which the director served duriig the petiods ‘the director served. We expect ot Board members to attend our
annual meetings of stockholders; in 2010 all of our then current Board members attended our annual meetmg of
stockholders. T L R TR

Governance Guidelines -~ - +!. . ...
The Board is guided by our Guidelines on Significant Corporate Governance (our “Governance
Guidelines”). We believe our Governance Guidelines demonstrate our continuing commitihent to good corporate
governance. The Board reviews these Governance Guidelines from time to. time, as needed. The Governance
Guidelines are posted.on the corporate governance section of pur website at http:/fwww. agenusbzo com/mvestors/
corporate:No, matenal ‘on our.website is part of this proxy statement... = .- <o o C e
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Performance of Our Board

We consider it important to continually evaluate and i improve the effectiveness of the. Board, its committees
and its individual members. We do this in various ways. Each year, the Lead Director surveys the Board
members to:assess the effectiveness of the Board and its committees; Using these surveys;'the Lead Director
assesses the Board’s performance and the performance of individual members; and: reports his conclusmns to the
full Board. The assessment alsosevaluates the Board’s effectiveness in reviewing executive management,
conducting appropriate oversight-and adding value to Agenus. Each of the Board’s' standing committees also
conducts annual self-evaluations.

At each Board meeting, each Board member has the opportunity to assess the effectiveness of the materials
presented .and the conduct of the meeting, and to offer suggestions. for improvement at future meetings:
s v R ) Lo

Code of Busmess Conduct and Ethws

The Board ongmally adopted our. Code of Busmess Conduct and Ethxcs (the “Code of Ethlcs”) in 2003 :The
Board reviewed, revised, and updated the. Code of Ethics ;most recently. in. January 2011, The Code of Ethics -
apphes to all members of the Board and all employees of Agenus, including our Chief Executlve Officer, Chief
Financial Officer, Principal Accounting Officer or controller, or persons performing similar functions. Our, Code
of Ethics prohibits the members of the Board and all employees of Agenus from buying or selling our securities
while in possession of material, non-public information about the Company. Our- Code of Ethics is posted on the
corporate governance section of our website- at http:/fwww agenusbio. conz/mvestors/corporate :No'material on
our website:is part of this proxy statement..We.intend to jpost on our website all disclosures that are required by
law or NASDAQ stock- market listing standards concerning any.-amendments to, or.waivers:from, our Code of
Ethics. Stockholders may request a free copy -of our Code -of Ethics- by wrmng to Inyestor Relatlons Agenus Inc .“
3:Forbes Road, Lex1ngton MA02421 SOV et e Co R R e Dk

Independenceothrectors L R P T Y Lt

Our Govemance Gu1de11nes prov1de that a majorlty of the Board should Be composed of 1ndependent ,
dlrectors The Corporate Govemance and Norrunatmg Commlttee annually reviews the 1ndependence of the 5
directors and reports to the Board which directors it recommends that the Board determine are 1ndependent The
Board then makes the final determination. The Board takes into account NASDAQ stock market 11stmg
standards, apphcable laws and regulatlons and other factors in making its determinations including potential
COIlﬂlCtS of interest, transactlons and other relatlonshlps that would reasonably be expected to compromise a
director’s 1ndependence The Board has detenmned that Mr. Corvese Mr. Dechaene Mr. Hatsopoulos o
Mr. Jordan, Dr. Levitsky, Mr. Rothwell and Mr anht are currently mdependent dlrectors Dr. Armen is
currently not an 1ndependent director because he is employed as Chief Executive Officer. In makmg
independence determinations with regard to other directors, the Board considered transactions between us and a
director or a director’s affiliates and any positions a director holds with: entities with commercial relationships
with us, In partlcular with respect to Dr. Lev1tsky, the Board considered h1s roles as a consultant and member of
the Company s Medrcal Advxsory Committee, and with. respect to Mr: anht the Board consldered his services .
assisting the Company s busmess development and partnering efforts as descnbed below '

Executzve Sessions of Independent Directors

Our independent directors typically meet in executive session without management present 1mmed1ate1y
pnor to regularly scheduled Board meetings. Five such meetings were held during 2010. : :

Leadership Structure of the Board .

Mr. Wright, an independent director, serves as the Lead D1rect0r of\the Board and as Chair of the Corporate
Governance and Nominating Committee. M#. Wright also'serves on the Compensation Committee and the
Research and Development Committee. In addition to the duties of all diréctors, the specific responsibilities of
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the Lead Director include: (i) acting as chalr of the Corporate Governance and Normnatmg Committee;
(ii) developmg the agenda for and pres1d1ng over all executive sessions of the mdependent directors; (111) actmg
as prmcrpal liaison between the 1ndependent directors and the Chief Executive Officer oh sens1t1ve issues and
raising at'any meeting of the Board of D1rectors items that are not appropnately or best put forward by the Chlef
Executive Officer; and (1v) communlcatmg to the Chief Executive Officer the mdependent dlrectors annual
evaluation of the Chief Executive Officer. In addition to the above, we expanded the role of Mr. anht onan
interim basis with respect to prov1d1ng services to assist the management of the Company with busmess o
development and’ partnenng efforts. The Company’s Chief Executive Officer serves as the Chairiman of the
Board. ‘We believe that the Company s Chief Executive ‘Officer is best situated to serveé as Chanman because he
is the director most familiar with the Company’s business, and most capable of effectlvely 1dentlfymg strateglc ,
priorities and leading the discussion and execution of our Company’s strategy. Our independent directors and
management have different perspectives and roles in strategy development. The Company’s independent
directors bring experience, oversight, and expertise from outside the Company and from inside and outside the
Company’s industry, while the Chief Executive Officer brings Company-specific experience and expertise. ' To
assure effective independent oversight, the Company has adopted a number of governance practlces mclu i

* astrong, independent, clearly-defined lead director role (as described above);
» executive sessions of the independent directors held prior to quarterly board meetings‘:and'

*  an annual performance evaluatlon of the Chamnan/Chlef Executlve Ofﬁcer by the 1ndependent
-“'dlrectors : Cow : S S

Whlle there ‘may be circumstances in the future that would lead the Company to separate the ofﬁces of
Chairman and Chief Executive Officer, we do not believe this is currently necessary due to the nature-and size- of
the operations for our early-stage biotechnology company, the:overall mdependence of the Board of Drrectors
from management and the strength of the: Lead Director’s role on the Board i

Committées’ of the Board

The Board currently has four standmg comrmttees the Audrt and Fmance Commlttee the Compensatlon' ,
Committee, the Corporate Governance and Nominating Committee, and the Research and Development
Committee. The Board also appoints from time to time ad hoc committees to-address specific matters.

Audit and Finance Committee

Members: R : Meetings in 2010: 9
Brum Corvese, Chatr' s o
Tom Dechaene

John Hatsopoulos

The Audit and Finance Committee consists entirely of independent directors within the meaning of the
NASDAQ stock market listing standards and the requirements contemplated by Rule 10A-3 of the Securities
Exchange Act of 1934, as amended (the “1934 Act”). The Board has determined that Brian Corvese, Chalr of the
Committee, Tom Dechaene, and John Hatsopoulos each qualify as audit committee financial e)éperts For the
entirety of 2010, the Audit and Finance Committee consisted of Mr. Corvese (Chair), Mr. Dechaene and
Mr. Hatsopoulos. -

The Aud1t and Finance Commlttee s primary function is to assist the Board in momtormg the integrity of
our consolidated financial statements and our system of internal control The Audit and Finance Comnuttee has
direct respons1b111ty for the appointment, mdependence and momtormg of the performance of our independent
reglstered public accounting firm. The committee is responsible for pre-approving any engagements of our
mdependent reglstered public accountmg firm. The committee also reviews our risk management practlces,
stratégic tax planning, preparation of quarterly and annual financial reports, and compliance processes. )
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The Audit and Finance Committee members meet regularly with our independent registered public
accounting f ﬁrm w1thout management present and with members of management in separate private sessions, to |
discuss any ‘matters that the commlttee or these 1nd1v1duals believe should be dlscussed pnvately with the
commj' ee; mcludmg any s1gn1ﬁcant 1ssues or drsagreernents concerning our accountmg practices or consohdated
ﬁnanmal statements The cormmttee also reviews the Code of Ethics annually, and periodically meets with our
Ch1ef Comphance Ofﬁcer The committee conducts a meetmg each quaner to review the consohdated ﬁnancral '
statements pnor to the pubhc release of earnings. The committee has the authonty to engage spemal legal,
accounting or other consultants to advise the committee. The Audlt and Finance Committee charter is posted on
the,corpprate go sectron of our webs1te at hitp: //www agenusbzo com/mvestors/corporate No material .
on our website i 1s part of thls proxy statement Please also see the Report of the. Audit and F1nance Comrmttee on
page 57 \

A ‘Meetings in 2010: 8
rdan, Chair : R
Brian Corvese
Timothy R. W;;ight

During the entirety of 2010, Mr. Jordan and Mr. Wright were members of our Compensation Committee.
Mr. Corvese joined the Compensation Committee on March 10, 2010. Our Compensation Committee consists
entirely of independent directors within the meaning of applicable NASDAQ stock market listing standards. The
committee’s primary responsibilities are to .address our executive officers’ and key employees’ development,
retention;:and performance and to oversee compensation and benefit matters. It reviews and approves -
compensation: policies for Agenus to ensure that our compensation strategy supports organizational objectives
and stockholder interests and does not create incentives for inappropriate risk-taking. The committee determines
the compensation of the Chief Executive Officer, and reviews and approves the compensation of all other
executive officers and certain key employees. It also reviews and recommends compensation for members of the
Board. Add1t10na11y, the committee approves and recommends, and suggests material changes to, any employee
incentive compensat1on or retn-ement plans and any director compensatlon plans.

"The Compensatlon Comrmttee cons1ders appropnate compames for compensatron companson purposes and
retains an outside compensation consultant, Oyster Pond Associates, to provide market reference information for
compensation and benefits. The committee has the authority to retain special legal, accounting, or other o
consultants to advise the committee. The committee also has the authority to delegate to subcommittees any
responsibilities of the full committee. The Compensation Committee charter is posted on the corporate
governance section of our website at htzp://www.agenusbio. com/investors/corporate. No material on our web51te
is part of this proxy statement. Please also see the Compensation Discussion and Analysis starting on ‘page:17,
and the accompanying Compensation Committee Report on page 29.

Corporate Governance and Nommatmg Committee

Members _.' - ', ,Meet_mgs in 2010: 4
TlmothyR anht Chatr ' -

Tom Dechaene

Hyam Levitsky, MD

The Corporate Governance and Nominating Committee consists entirely of independent directors within the
meaning ¢ of apphcable NASDAQ stock market listing standards. The Corporate Governance and Nommatmg
Commlttee is responsible for recommendmg to the Board pohc1es relating to the conduct of Board affairs, the
process for annual evaluation of the Board and the Chief Executive Officer, and i issues of corporate public -
respon81b111ty, and oversees’ the Compariy’s, successmn planning. It periodically evaluates the composmon of the
Board, the contnbutlon of 1nd1v1dual dlrectors and the Board’s effectiveness as a whole The comrmttee rev1ews
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the Company’s ethics and:-compliance activities under the:Code. of Ethics:and meets: periodically: with-our Chief -
Compliance Officer, including meeting;:as:needed; for a separate prlvate session with the Chlef Comphance
Officer . without management present... ... 0 oot T AR g

The Corporate Governance and Nominating Committee recommends to our full Board individuals to serve
as directors. The committee recommends to the Board guidelines and criteria for Board membership and reviews
with the Board, on a periodic basis, the appropriate skills and characteristics requlred of Board mémbers ini the:
context.of the then current needs. of Agenus. The committee is responsible for reviewing with the Board the,
appropriate personal charactenstlcs and profess1ona1 competencies preferred of Board- rnembers, who ate - ... ..
expected to work together as.a;team to properly oversee our strategies.and operations.:In.general, all dlrectors are
expected to possess certain personal charactenstlcs necessary to create.a highly funct and. collegral Board
which 1nclude personal and profess1ona1 integrity, practical wisdom, and mature _pudgment an 1nqu1srt1ve and...
ob_]ectlve perspectlve, and tnne ava11ab111ty for perfor_rmng the_ dutles of a director. .-

medical or scientific knowledge and management expenence ‘Candidates should also be enthusiastic about
service on our Board and working collaboratively w1th ex1st1ng Board members to create value for all of our

-,

stockholders. St e Teeiie s T bl e se b e el

The Corporate Governance and Nommatmg Committée’ does not have a fétmal pohcy ‘with regard to the o
cons1derat10n of director candidates récommended by stockholders becanse it d 65 not belreve sucha pohc '
necessary given' that no unaffiliated stockholder has'éver récommended a director candldate ‘When consrdermg A
director candidates, the Corporate Governance and N ommatmg Commlttee in’ consultatlon with'th higf
Executive Officer and full Board of Diréctors, considers the cutrent strengths onthe ex1st1ng Board, the 'current
needs of the organization, and anticipated future activities and requirements of both the Board and’
organization as a whole. Historically, director candidates have been identified primarily through referrals and the
executive network pool of the Board and senior executives. If the committee were to receive a recommendation
for a director candidate from a stockholder, the committee expects that it would evaluate such a candidate using
the criteria described above. The committee will consider a recommendation only if appropriate biographical
information and background material is provided on a timely basis, accompanied by a statement as to whether the
stockholder or group of stockholders making the recommendation has beneficially owned more than 5% of our
common stock for at least one year as of the date that the recommendation is made. To submit a recommendation
for a nomination, a stockholder may write to the Lead Director, Agenus Inc., 162 5th Avenue, 9th Floor, New
York, NY 10010, Attention: Lead Director.

In addition, our by-laws permit stockholders to nominate individuals, without any action or recommendation
by the committee or the Board, for election as directors at an annual meeting of stockholders. For a description of
this by-law provision, see Additional Information on page 58 of this proxy statement. The charter of the
Corporate Governance and Nominating Committee is posted on the corporate governance section of our website
at http:/fwww.agenusbio.com/investors/corporate. No material on our website is part of this proxy statement.

Research and Development Committee

Members: Meetings in 2010: 1
Hyam Levitsky, M.D., Chair

Timothy Rothwell

Timothy R. Wright

For the entirety of 2010, Dr. Levitsky and Mr. Wright were members of our Research and Development
Committee. Mr. Rothwell joined the Research and Development Committee on May 12, 2010. The committee
reviews important matters involving research and development strategies and the acquisition and protection of
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the Company’s intellectual property rights and assets, and:provides-its perspective on such: matters to the full :
Board of Directors. The charter-of the Research and Development Committee is posted: oii the corporate:. i
governance section of our website at http://www.agenusbio.com/investors/corporate. No material on our website -
is part of this proxy statement.

Communications with the Board. . o

You may contact the Board or any cominittee of thé Board by writing to Board of Directors (or spec1ﬁed
committee), Agenus Tic., 162 ‘Sth' Avenue, 9th Floor, New York, NY 10010, Attn: Lead Director. You should:”
indicate on your correspondence that .you are an Agenus stockholder. Communications will be dlstnbuted tothe
Lead Director; the appropriate committee ‘chiairman, or other mémbers of the Board or éxecitive managem nt;'as
appropriate, dépénding on the facts and’ circumstances stated in the communication received. Executive'~
management will generally determine the propér response to inquiries of a commercial nature, which génerally
will not be forwarded to the Lead Director. Inquiries regarding accounting, internal accountrng controls, or.
auditing matters’ will be forwarded to the Chair of the Audit and Flnance Comnnttee and inquiries 1nvolv1ng
matters govemed by the Code of Ethrcs w1ll be forwarded to the Cha1r of the Corporate Governance and '
Nommatmg Commlttee and the Chref Comphance Ofﬁcer o

Compensation Committee Interlocks“and Instder Participation

The members of the Compensation Committee for the year ended December 31, 2010 were Mr. Jordan.
(ChaJI) Mr Corvese, and Mr. Wright. No member of the Compensatlon Commrttee was at any trme dunng 2010,
or fonnerly, an officer or employee of Agenus or any subs1d1ary of Agenus No executlve ofﬁcer of Agenus has,
served as a dlrector or member of a compensatlon committee (or other committee serving.an equ1va1ent functlon),

of any other entlty wh11e an executrve ofﬁcer of that other entity served as a dlrector of Agenus or member of our,
Compensatlon Commlttee o ‘ :

‘s
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COMPENSATION DISCUSSION AND ANALYSIS - - %5 i ¢

PP LS I

Overview

Our executrve compensatlon and beneﬁts program is des:gned to effectlvely attract and retam the hlghest
caliber executives and reward and motivate them to pursue our strategic opportunities while effectively-managing
the risks and challenges inherent to a development-stage biotechnology company. We have created a
compensation package that combines short- and long-term components, cash and equity, and fixed and
contingent payments, in the proportions we believe are most appropriate to incent and’ reward oufr senior
management to achieve the following goals: '

* Build a creative and high performance team whose participants understand and share our business-
objectives and ethical and cultural values.

e Demonstrate leadership and innovation in the 1dent1ﬁcatlon development and commercrahzanon of
« ;product candidates that.fit our strategic objectlves P 3 i Prud s

b :
’ Effectlvely manage the rnultlple d1mens1ons of our busmess from research and development through ,
o 'clmlcal tnals manufactunng, strateglc alhances and all aspects of operatlons m order to maxumze thef'

"value of each dollar deployed ‘

Idenufy and address .out short- and long-term financmg requlrements ina hlghly strateglc and creatlve ;
*; . Inanner,’ and deploy ava:lable funds for maximum beneﬁt to-our. stockholders R T

S

PR ERIEIN v s e n s T i e o8 e

Our‘executlve-‘compensatui)‘n :strategy.-not only aims to be competltlve in‘our industry; but also-to be fair
relative.to other professionals within our organization. We seek to foster a performance-oriented culture; where
individual performance is-aligned with. organizational objectives and is tied to the value we deliver to-our - i
stockholders. Our executives’ base salary, target annual bonus levels, and target annual long-term incentive; !+
award values are set at competitive levels. Executives have the opportunity to earn above market pay only for
above-market performance as measured against our peer group of companies, . =i ENTEDA RN

We continually review our compensation approach in order to ensure our programs reward executives for
achieving our goals and objectives in a manner consistent with other development-stage biotechnology.
companies. At the same time, in designing our compensation package we seek to align the consequences to our
executives with those to our stockholders if an executive’s decisions result in our goals and objectlves ‘not being
achieved. We evaluate and reward our executives based on their contribution to;the achievement of short- and
long-term goals and obJectlves and their capability to take advantage of umque opportunltles and overcome
difficult challenges within our business. We believe that our approach to setting goals and obJectlves, our mix of
short-term and long-term mcentlves and our evaluation of performance results assist us in managing any risk
taking that may result from our compensation program and aligning our employees’ behavior with our overall
business plan and the interests of our stockholders. S

LT o . BRiFe L LT R Ty [ERTEIE P

Role of Our Compensatlon Commlttee

Our Compensation Committee approves, administers, and interprets our executive.compensation and benefit
policies, including our 2009 Equity Incentive Plan (the “2009 EIP”’). Our Compensation Committee is appointed
by our Board of Directors, and consists entirely of directors who are “outside- directors®’ for. purposés of: .

Section 162(m) of the Internal Revenue Code of 1986, as amended (the “Code”) and “non- employee dlrectors
for purposes of Rulé 16b-3 under the 1934 Act. Our Compensatlon Comnuttee is compnsed of Mr. Jordan
(Chair), Mr. Corvese and Mr. Wright. ' ST E

Our Compensation Committee ensures that our executive compensation and benefit program is consistent
with our ¢otnpensation philosophy and our Governance Guidelines, and deternunes the executlve compensatlon
packages offered to our officers. : g : v
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Executive Compensation Projgram--- FLoT AT
Components of our Compensation Program
Our performance-linked compensation program gopsi_gts' of the four components H§ted below:
Short-1 B T A S S VI ARER ST LN B Y i R S AT IR CH

¢

term compensation.

a.  Bie salary: - -

b. " Anpual incentive bonuses

2. Long-term incentives

30 Berefits 0 h b o ovnosnc oo oo ia i

4. Severance compensation and termination protection

We have established a goal deployment program to operationalize ourstrategic priorities, to set’and refine
- Company objectives, and to cascade those objectives throughout the organization, To determine levels of overall

UL Vil e T e Sy peiese RS LR R T Rk Ml garitadiiull. 10 ULic

executive compensation, the Comipensation Committee balances individual, functional area, and company-wide
goals and achievements. On an individual level, each member of our executive team sets goals, focusing on the
categories mentioned above, with an emphasis on measurable and achievable goals. Our goal setting process is
participatory. Each executive participates in:establishing the objectives of our Company-as a whole; and offers
his or her views as to the goals:of each other’s functional area, insofar. as those. goals impact the individual
executive’s own functional area. We also ask our executives to provide feedback not only on their own
performance-and thatof their particular-area; but also of other functional areas and our entire organization: We
see-this process bothras the, optimal: means of assembling accurate information regarding the expectation and; ;-
realization of performance; as well'as an integral part-of our ‘culture of collaborative, team-oriented:management..
Final goals:and objectives are:approyed by the Board of Directors. « . - o, . : ; I R ¥

et

In 2010,our Comﬁaﬁy glt.)alér ihcgiu(i‘edv: :

«Prophage,. . . .. ...

"y

. Te§ﬁVaﬁdate‘Rus§ian imiport/export process.

atment centers,on line in Russia. .

-+ . Bring additional e

“Détermine registrational stratégy for renal celt-carcinoma (RCC) in Eufope. - -

Completc the analysi ofthe survival registy fo the RCC trial and publish resuls,

‘Advance clinical development'in glioma at minimal expense to the company. - .
Qs-21
* Support and optimize existing partnerships and monitor use by third parties to maximize proprietary
posiﬁoﬂ vefae g CURRIEERS B S ’1,

NN

+ ':’Raiserthe external profile of programs and assets to increase stockholder value: .- -, ;

i - d

| General -Fi.nalilcleiand;Adn.liiiistratibn L

Rediice,our net cash burn rate and optimize our existing financial and human resotirces. .

* Generate shfﬁé'iént'vcasil to fund oéératibns through 2011. T
. M_aintgin NASDAQ listing qualification standards.

 Strategically and cost effectively advance our intellectual property position for Prophage, our HSP .
technology, QS-21 and other assets. e e L

ERR
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Each year we evaluate the achievement of Company goals and objectives, functional area goals and
individual executive performance: At the end.of the year, we review final performance results versus our goals
and objectives and begin discussions regarding goals and objectives for the next fiscal year. Incentive
compensation, based on the achievement of goals:and objectives, may be awarded in the form of an annual cash
bonus and equity-based awards. Equity-based awards-are used to align the interests of our executives with those
of our:stockholders. and to promote a long-term performance perspectrve and progress toward achlevmg our long-
term strategy : ;

Our senior executives’ total compensatlon may. vary 31gn1ﬁcantly year to year based on Company and
individual performance. Further thevalue to our senior:executives of equlty awards-will vary based on our stock
price performance. = '~ -

1. Short-term Compensatzon

. Our short-term compensatron program cons1sts of base salary and annual incentive bonuses Base salary will
typically be used to recognize the experience, skills, knowledge and responsibilities requlred of each officer, as
well as competitive market conditions., - o ;

]

a. Base Salary: Base salaries for our executives are generally positioned at or around the 60th percentile
. versus our peer group (see “Competitive Market Review” for further information on the peer group). In
establishing the base salaries of the executive officers, our Compensation Committee and management
take into account a number of factors, including the executive’s seniority, position and functional role,
and level of responsibility.

We also ]eonsider the following factors when determining base salary:

¢ For newly hired personnel, we consider the base salary of the individual at his or her prior
employment and any unique personal circumstances that motivated the executive to leave that
prior position and join our Company. In addition, we consider the competitive market for
corresponding positions within comparable companies of similar size and stage of development.

* For individuals newly promoted to a position, we also consider the competitive market and their
prior salary and experrence ‘Where thése individuals may not have the same level of experience at
the time of promotron asa counterpa.rt hired from' outsrde the Company, we may define a multi-
step approach to brmgmg their salaries in line with- targeted levels. Salary increases at each of
these steps will be contmgent on the contmued good performance of the individual. o

The base salary of our named executlve group is rev1ewed on an annual bas1s and adJustments are,
made to reflect performance-based factors, as well as competitive conditions. Increases are considered
within the context of our overall annual financial constraints before more specific individual and
market competitive factors are cons1dered ‘We do not apply spemﬁc formulas to determine increases.
Generally, executive salaries are reviewed in the fourth quarter and any adjustments are made effective
January 1 of the following year. For 2010, the Board of Directors approved a pay increase of 6%,
payable in two increments and dependent upon continued employment, for each of our named _
executive officers and excluding Dr: Armen. The first:3% was:effective on-May 24, 2010 and the
remaining 3% was effective December 20, 2010. In January 2011, the Board of Directors approved an
increase of 6% for Dr. Armen effective as of January 1, 2011.

b. Annual'Incentive Bonuses: Arinnal incentive bonuses for our executive officers are based on
achievement of the Company’s goals and objectives as well as individual performance as outlined in
" our 2004 Executive Incentive Plan, as amended (the “Executive Incentive Plan”). An individual
executive is eligible to receive an award ranging from 0-200% of his or her target bonus based on the
Compensation Committee’s evaluation of the results and at their discretion. The Company’s annual
goals and objectives are set at the beginning of each fiscal year and are reviewed and approved by the
Board of Directors. At the end of the fiscal year, our executive management prepares a report outlining
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the extent to which the goals and objectives were achieved and presents that to the Compensation -
Committee along with a recommendation on the. percentage funding level for the executive officers’
target bonus awards. The Compensation Committeeievaluates the report, along with any relevant : - -
supporting documentation and considers it in the context of any change in facts or circumstances, that .:;

- could have impacted goal attainment throughout the year. From time to time, the Compensation _

- Committee may request supplemental information from management to.support its:evaluation. Based : .
on this evaluation, as well as the Company’s available financial resources, the Compensation : - ;. .
Committee determines the appropriate funding level for the executive officers’ target bonus payout.
There is no quantifiable formula or weighting of goals.As a result, the Compensation Committee
exercises discretion in establishing the funding level of the executive officers’ target bonus payout, -
taking into account the level of achievement of the Company goals as a whole. Once determined, the -
recommended bonus payout level is applied to each executive officer’s target bonus percentage to
establish the indjvidual target award. The Compensation Committee may exercise further discretion to
adjust the actual bonus paid to the individual executive officer to recognize an éxtraoi'dihary personal
contribution or performance disappoiritment that impacted the Company’s overall performance: When
exercising discretion to establish overall funding levéls and individual awards, the Compensation
Committee members apply the same standards of good faith and fiduciary duty'they apply to their
general responsibilities as a committee of the Board of Directors and as individual directors..

For the 2009 and 2010 performance years, the target bonuses as a percentage of base salary were as

' foll'ows:
» Target Bonus
Named Executive Officer _20£ m
L ' DO 50%  50%
- 40% 40%
30% 30%
40% : 40%
30%° 30%

For the 2009 and 2010 perfq_rmance' y'e_ars., the annual inéen_tiyg awardsv granted to our executive officers and
other' members of key management were based largely-on total Company performance with limited adjustments
for the‘ executive’s individual perfgrniance., 'This approach was taken to,aqkq_gwledge and reinforce the
importance of teamwork in addressing.the unique set of performance challenges facing the Company in this
cycle, which included the reduction of staff and resources, the consolidation of priorities and the attendant need
to optimize cross-functional cooperation. R R

e F

In determining the annual incentive awards granted to our executive officers for the 2010 performance year,

our Compensation Committee noted the following key aqcbmplishﬁlents: o
Prophage ‘ . . . N _
* - Successfully exported tumor and imported vaccine for commercial patients in Russia.
»  Completed énalysié of RCC survival 'régi’s“t:ry_ﬁ : .l o N . ; B
* Expanded phase 2 investigator sponsored trial in newly diagnosed glioma with funding through
government grants and patient advocacy groups. : ,
QS-21 .
* Raised profile of QS-21 Wifh;'advan'cer.nent of Glaxo Smith Kline’s shingles program.

* Awarded Therapeutic Discovery Project Grant. -
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General Finance and Administration
*  Successfully regained comphance with NASDAQ $ $1 60 per share bid ; prrce requlrement
* Reduced annual cash burn rate by 14%

« Raised $ 8.6 million through ATM fac111ty and $3.7 mrlhon from par“mershlps and grant programs
providing sufficient cash to fund operations through 2011. :

Our Compensation Committee gave weight to.the fact that these accomplishments were made in a
challenging economic environment in. which the management team was under severe resource constrairts when
determining the annual incentive award.

The incentive awards for 2009 performance were paid in shares of unrestricted, fully vested:stock, with the
exception of an additional cash payment made to Ms. Wentworth to reward her for her-extraordinary
contributions in connection with our European filing for Oncophage. The incentive awards for 2010 performance
were delivered partially in cash and partially in shares of unrestricted stock.

. The total payout in stock and cash for 2010 performance was approx1mate1y 100% of target, each measured
as of the date that the Compensatlon Comnuttee approved the awards. -,

For 2011, the_C;ompensation Comrrlittee appro.'ve_d cen,ain vamendments to the Executive Incentive Plan to .
allow payment of required taxes related to the vesting of restricted stock grants to be made by the Company as a.
prepayment of an anticipated bonus. At the time of bonus. payout, the total amount paid in taxes by the Company
for each executive will be.deducted from the final bonus payout. The Comipensation Committee feels that '
amendment will encourage executives to hold vested shares of stock instead of selling shares to cover taxes. . -

2. Long-term Incentives.

Our long-term incentives consist of stock options and restricted stock grants. Our stock options and
restricted stock grants are designed to align management’s performance objectives with the interests of our.
stockholders. Our Compensation Committee grants options and restricted stock to key executives to enable them
to participate in long-term aﬁpreciation of our stockholder value, as well as'to share the impact of any business
setbacks, whether Company-specific or industry-based. Additionally, through each grant’s vesting schedule,
stock options and restricted stock provide a means of encouraging the retention of key executives.

On January 19, 2010, in connection with the 2009-annual incentive bonus plan, the Compensation
Committee issued an unrestricted stock grant to named executive officers and other key members of management
to provide the executive officers with 11qu1d1ty in consideration of the fact that th1s award was in lieu of a cash
incentive bonus. : ;

On April 9, 2010, in conjunction wrth the 2010 annual incentive bonus plan, the Compensation Committee
issued cash payments equal to 30% of target bonus to named executive officers and other key members of
management, with the exception of Dr. Armen. Subsequently, in January 2011, the Compensation Committee
issued a combination of cash and unrestricted stock which vested shortly-after being awarded to named
executives and other key members of management for the remaining 70% of their target bonus. At that time,
Dr. Armen was issued an unrestricted stock grant equal to 110% of his target bonus which vested shortly after
being awarded. : C :

Also in January 2011, the Compensation Committee approved a grant of restricted shares for Agenus
executives that vests only on the achievement of key milestones. The Compensation Committee believes the
issuance of these performance shares enhances the pay-for-performance characterrstlcs of its long term incentive
strategy and provides even closer alignment with stockholder interests.
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For the January 2011 grant, the milestones and weightings are:

* Completion of a major:collaberation: or acquisition which advances the «development of our HSP
products or expands our product and/or technology portfoho 40%

. Completlon of enrollment in the Prophage G 100, Phase 2 tnal in newly dlagnosed glloma 40%
. Completlon of the restructurmg of our 2005 and 2006 convertlble notes 20%

The Performance Shares have a term of 2.5 years. Any-portion: of the: grant not earned in that timeframe will
be forfeited. Details of each executive’s grant is included under “Compensation Actions for 2011.”

The details of all stock options and restricted stock grants made to named executive officers in 2010 are
outlined in the section entitled “Compensation Actions for our Chief Executive Officer. and our other Named
Executive Ofﬁcers” and are also reflected in the Summary Compensatlon Table

Initial and Promotional Long-Term Incentive Grants:

The size of the initial long-term incentive grant made to‘executives upon joining the Company.or to cutrrent
employees being promoted to executive positions is primarily based-on: competitive conditions applicable to the -
executive’s specific position. In addition, the Compensation Committee considers the number of options and
restricted shares owned by other executives in comparable positionis within our- Companyand has, with the
assistance of our independent compensation consultant, Oyster. Pond Associates, established long-term incentive: .
guidelines for specified categories of executives. We believe this strategy is consistént with the approach of other
developmerit-stage companies in our industry and, in our Compensatlon Committee’s view, is approprrate for ;
aligning the interests of our executives with those of our stockholders over the long term.:

Market Comparisons:

We use a number of methodologres to make external comparisons-when: weset the number of optlons and
restncted shares to be granted to each: executrve On an 1nd1v1dua1 basrs we- compare ' S

e _' the faJr value of the grant determmed usmg methods that are cons1stent w1th the guldance in.
Accountmg Standards Codification 718, Compensatwn—Stock Compensatzon (“ASC 718”)

* the face value of the grant by position, -
* the face value of the grant as a multiple of base salary,
e the number of optlons and restncted shares granted by posrtron

. the number of options and restncted shares in total granted and still held by pos1t10n asa percentage
of total shares granted and of total common shares outstandmg, and

* the proportion of exercr'sahle to non-exercisable shares held, in total, ~~ -

Ona total Company bas1s when itis: appropnate we analyze
. _:' total annual equ1ty burn rates, . h : o
* total number of shares remaining in the approved pool under the 2009 EIP and
L equlty overhang.

. We believe these compansons provrde 1mportant add1t10na1 context for comparmg the competrtrve level of :
our equity-based compensation practices versus the. market , .
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increasing respons1b111ty in our Company, and compet1t1ve equity award levels for’ s1nnlar posmons ‘and
organlzatlon levels in our peer companles Equlty awards are not granted automatlcally to our executlves on an
annual basis.

We expect our senior executives to hold a meamngful eql.uty posmon in the company and our Board of
Directors has set stock retention guidelines for our executives to encourage and facilitate this prmmple ‘Directors,
executive officers, and all other-employegs of .our Company:are required to sign.our Company’s Policy Statement
on Securities Trades: This policy-prohibits-trading-en;.or. disclosing, material non-public information,-and also
establishes “black-out” periods;for directors, officers, and-certain other-members of key management to avoid
even the appearance of impropriety.i

3. Benefits. o

We provlde the follovving heneﬁts to our senior executives generally on the same basis as the benefits
provided to all employees:

. Health and dental 1nsurance

. Life i 1nsurance

' 'Short- and long- tcrrn dlsablhty,’ : .
~e 401(k)plan,and = o ¢

» Employee Stock Purchase Plan.

We believe that these benefits are consistent with those offered by other companies and spemﬁcally with
those compames w1th which we compete for employees

4. Severance Compensatzon and Termmatzon Protectzon

We have entered into employment and change of control arrangements w1th Dr Arrnen Ms Sharp,
Ms. Valentine, and Ms. Wentworth and Ms. Klaskin participates in our executive change of control plan. These
arrangements provide for severance compensation to be paid if the executives are terminated under certain
conditions, such as:a change -of control-of the Company or:a terrmnatlon without cause by us, each asis deﬁned
in the respective agreements or plan. : : ' Co

The employment and change of control arrangements between our Company and our senior executlves and
the related severance compensation prov1srons are desrgned to meet the followmg ob]ectlves

. CHange of Control: As part of our normal course of business, we engage in discussions with other
biotechnology and pharmaceutical companies about possible collaboratlons hcensmg and/or other .
ways in which the companies may work together to further our respective long -térm objectives. In
addition, many larger established phannaceutlcal companies consider compames at similar stages of
development to' ours ds potentlal acqu1s1t10n targets. In certain scenanos “amerger or sale of the
Company may ‘be in the best 1nterests of our stockholders We provrde severance compensatlon if an

“executive is terrmnated as a‘result of a change of control transaction in order to maintain management

© continuity in the event a potentlal transaction is annouriced and to promote the ab111ty of our senror

- executives to act in the best iriterests of our stockholders even though they could be terminated as a
result of the transactron

. Termmatzon wzthout Cause If we termmate the employment of a senior executlve w1thout cause, or.the
executive resigns for good reason as defined in the applicable agreement, we are obligated to continue
to pay the base salary, bonus, and medical and dental benefits for a defined period, as well as to
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: prov1de outplacement serv1ces We beheve this is appropnate because the terrmnated executlve is
bound by conﬁdentlahty, non-solicitation and non-compete prov1s1ons covermg one year after -
termination and because we and the executive have mutually agreed to a severance package that is in
place prior to any termination event. This prov1des us with more flex1b111ty to make a change in senror
management if we consider such a change to be in our and our stockholders’ best interests.

\ The payments provrded under these arrangements are as follows

. Change of Control: Upena change 'of control, 50% of the executives™ unvested stock optlons and "
- restricted shares immediately vest. If the executive is términated other than for cause or resrgns for
good reason as a result of the change of control; the remaining 50% vests ‘ :

* If Dr. Armen is terminated other than for cause or resigns for good reason upon a change of
control, he is entitled to receive from the Company:

* his base salary for a period of 24 months bonus and medlcal and dental beneﬁts
continuation, '

¢ outplacement services, and
* agross-up payment to cover any excise taxes required under Section 280G of the Code.

*  Other named executive officers with executive employment and change of control arrangements
are entitled to receive from the Company 18 months base salary, bonus, and medical and dental
benefits continuation, outplacement services and Section 280G gross-up payments under the same
circumstances.

TN

»  Termination without Cause:

-« If we terminate Dr. Armen’s employment without cause or he | res1gns for good : reason ot
involving a change of control, he is entitled to 18 months base salary, bonus, and medical and
dental benefits continuation, and outplacement services.

* Other named executive officers with executive émponr‘ﬁent agreements are entitled to 12 months
base salary, bonus, and medical and dental beneﬁts contmuatron and outplacement services under
the same circumstances. . : :

Executive employment and change of control arrangements are covered in greater deta11 in the sectron
entitled “Potential Payments Upon Termination or Change of Control.” f

Cornpensation Actions; for our Chief Executiye Officerv and our other Nained Executive Officers
Compensatron actions for 2010 and 2011 reflect our management’s and our Compensation Committee’s

assessments of performance relatrve to Company goals and objecuves and 1nd1v1dual performance objectives,
and compansons agamst market references described above.

Dr Armen, our Ch1ef Executrve Ofﬁcer makes recommendaﬂons to our Compensatron Comnuttee as to
individual compensatron actrons for the senior executives, 1nclud1ng the named executive officers but excluding
himself. Using the same criteria outlined above, our Compensatlon Committee works with the Vice President of
Human Resources and the 1ndependent compensatron consultant engaged by the Compensatron Committee to
determine the spemﬁc compensatlon actions for our named executive officers. .

Our compensation actions for our Ch1ef Executlve Officer and our other named executlve off1cers are
summanzed as follows : : : » : -
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Dr. Garo H. Armen—Chatrman and ChzefExecuttve Oﬂicer o : {__ o
Compensatron Act1ons in: 2010

«  Base Salary: In 2010, our Compensation Corniittee, at Dr. Armen’s tequest, did not increase
Dr. Armen’s base salary. His 2010 base salary remained at $440,000. Dr. Armen continued to recelve
30% of his base salary in unrestricted shares of common stock as indicated above.

*  Annual Incentive Bonus: In March 2010, our Compensation Committee awarded Dr. Armien an annual
. incentive bonus of 231,579 shares of unrestricted stock i in lieu of cash valued at $178,316 to reward
. him for his performance in2009... .

 Long —Term Incentives: In conjunction‘with a'‘company-wide grant in January 2010, Dt Armen was
.granted stock options for 350,000 shares and 100,000 restricted shares that vest in equal quarterly
1ncrements over a thrce-year period.

Compensation: Actions in"2011:

* Base Salary: In 2011, ‘our Compensatlon Committee increased Dr. Armen’s base salary by 6%. His
£ 72011 base salary is $466,400. Dr. Armen will receive 34% of his base salary in unresthcted shares of
comumon stock.

e Annual Incentive Bonus: In January 2011, our Compensation Committee awarded Dr. Armen an annual
incentive bonus of 253,980 shares of unrestricted stock in lleu of cash valued at $256 520 to reward
him for his performance in-2010. '

e Long-Term Incentives: In conjunction with a company-wide grant in January 2011, Dr. Armen was
....granted stock.options for-489,928 shares that vest in equal quartérly increments over a three-year
period and 201,095 restricted shares. which vest based on the completion of certain rmlestones as
indicated above in the section titled “Long-Term Incentives”.

Karen H Valentme—Vzce Preszdent and General Counsel
Compensat1on Actions in 2010

* Base Salary: In May 2010, our Compensation Committee awarded Ms. Valentine a 6% increase in her
base salary, payable in two increments. On May 24, 2010 Ms. Valentine’s base salary increased 3% to
$226,600 and on December 20, 2010 her base salary increased an add1t1ona1 3% to $233,200.

* Annual Incentive Bonus: In January 2010, our Compensation Committee awarded Ms. Valentme an
*annual ircentive bonus of 93, 789 shares of unrestricted stock in lieu of cash valued at $84,410 to
‘teward her for her pérformarice in the 2009 performance year. In April 2010, our Compensatron
"“'Committee awarded Ms. Valéntine a cash payment of $19 800 as part of her 2010 annual incentive
.., bonus. » -~ . : . v

‘e Long-Term Iricentives: Tn conjunction with a company-wide grant in January 2010, Ms. Valentine was
© granted stock optlons for 75,000 shares and 30,000 restncted shares that vest 1n equal quanerly
" inérements over 4 three-year period.

Compensation A¢tionsin 2011:

* Base Salary: As of the date of this filing, our Compensation Committee has made no change to
Ms. Valentine’s base salary for 2011.

* Annual Incentive Bonus: In January 2011, our Compensation Commlttee awarded Ms Valentme an
"annual incentive bonus of $30,096 in cash and 19,865 shares of unrestricted stock valued at $20,064 to
reward her for her performance in the 2010 performance year.
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* Long Term Incentives: In conjunction with a company-WIde grant in J anuary 2011, Ms. Valentine-was
granted stock options for 88,400 shares that vest in equal quarterly increments over a three-year period
and 43,560 restricted shares which vest based on the completion of certain‘milestones as indicated = =~
above in the.section titled “Long-Term Incentives”. . - = I

Shalini Sharp—Vice Presideat and Chief Fiaancial Oﬁicarv :
Compensation Actions in-2010:

'+ Base Salary: In May 2010, our Compensation Committeé awarded Ms. Sharp a6% i 1ncrease in her base
" salary, payable in two increments. On May 24, 2010 Ms. Sharp’s base salary increased 3% to $247,200
and on. December 20, 2010 her base salary increased an additional 3% to.$254,400. -

*  Arnnual Incentive Bonus: In January 2010, our Compensatlon Committee awarded Ms: Sharp an annual
incentive bonus of 136,421 shares of unrestricted stock in lieu of ¢ash valied at $122,779 to reward her
for her performance in the 2009 performance year. In April 2010, our Compensation Committee
awarded Ms. Sharp a cash payment of $28,800 as part of her 2010 annual incentive banus. - .-

..* Long-Term Incentives: In conjunction with a company-wide grant in January 2010, Ms. Sharp was
granted stock options for 125,000 shares and 45,000 restricted shares-that vest in equal quarterly
increments over a three-year penod Wi

Compensatlon Act1ons in 2011

(IR
el

* Base Salary: As of the date of thrs flllng, our Compensation Commrttee hag: made no change to
Ms Sharp’s base salary for 2011.

. Annual Incem‘zve Bonus: In January 2011, our Compensat1on Commlttee awarded Ms. Sharp an annual
. incentive bonus of $43,776 in.cash and 28,895 shares of unrestricted stock valued at $29 184 to reward
her for her performance in the 2010 performance year... @=.>- et

* Long-Term Incentives: In conjunctlon with a company-wide grant in January 2011, Ms. Sharp was
granted stock options for 148,070 shares that vest in equal quarterly iricrements over a-three-yéar -
period and 72,930 restricted shares which vest based on the completion of, certarn nnlestones as
indicated above in the section titled “Long- Term Incentives”. ;

Kerry A. Wentworthi—Vice Preszdent Clzmcal Regulatory and Quallty ! , o
Compensatron ACthIlS in 2010 ‘

. Base Salary In May 2010 our Compensatlon Comrmttee awarded Ms Wentworth a 6% increase in
her base salary, payable in two increments. On May 24, 2010 Ms Wentworth’s base salary increased
3% to $247,200 and on December 20 2010 her base salary increased an addmonal 3% to $254,400.

* Annual Incentive Bonus: In January 2010, our Compensation Committee awarded Ms. Wentworth an
.. .annual incentive bonus of 136,421 shares of unrestricted stock in lieu of cash valued at $122,779.to
' reward her performance in the 2009 performance year. In Apnl 2010, our Compensatlon Committee
awarded Ms. Wentworth a cash payment of $28,800 as part of her 2010 annual incentive bonus.

* Long-Term Incentives: In conjunction with a company-wide grant in January 2010, Ms. Wentworth
was granted stock options for 150,000 shares and 50,000 restricted shares that vest in equal quarterly
1ncrements over a three year per10d

Compensation Actions in 2011:
_* Base Salary As of the date of this ﬁhng, our Compensatlon Comnuttee has made no change to

Ms. Wentworth’s base salary for 2011
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* . Annual Incentive Bonys: In January 2011, our Compensation Commiitee awarded Ms. Wentworth an
annual incentive bonus of $43, 776 in cash and 28,895 shares of unrestricted stock valued at $29,184 to .
reward her for her performance in.the 2010 performance year.

.o Long-Term Incentives: In conjunction with a.company-wide grant in January: 2011 Ms Wentworth
.~ was granted stock options for 185,088 shares that vest in-equal quarterly increments over a three-year-
~period and 91,163 restricted shares which vest based on the completlon of certain mllestones as:
indicated.above in the section titled “Long-Term Incentives”. S

Christiné M. Klaskin—Vice President, Financé
Compensatlon Actions in 2010:

. Base Salary In May 2010 our Compensatlon Comrmttee awarded Ms Klaskm a 6% 1ncrease in her
. base salary, payable in two 1ncrements On May 24, 2010 Ms. Klaskln 8. base salary 1ncreased 3% to
$190,550 and on December 20, 2010 her base salary increased an add1t10na1 3%.to0 $196,100. .

* Annual Incentive Bonus: In January 2010, our Compensation Committee awarded Ms. Klaskin an
annual incentive bonus of 78,868 shares of unrestncted stock in lieu of cash valued at $7__0 981to

... reward her performance in the 2009 performance year. In April. 2010, our Compensation. Comnnttee
' .. awarded Ms. Klaskin a cash payment of $16,650 as part of her 2010 annual incentive bonus. .

. Long-Term Incentives: In conjunction with a company-wide grant in January 2010, Ms. Klaskin was
granted stock options for 75,000 shares and 30,000 restricted shares that vest 1n equal quarterly
increments over a three-year period. :

Compensatlon Act1ons in 2011

« Base Salary: As of the date of thrs filing, our Compensatlon Comnnttee has made no change fo
Ms. Klaskin’s.-base. salary for 2011 -

) "_° ' Annual Incentzve Bonus: In January 2011, our Compensatlon Committee awarded Ms. Klaskm an
o annual incentive bonus of $25, 308 in cash and 16, 705 shares of unrestncted stock valued at $16,872 to
* reward her for her performance 1n the 2010 performance year. :

e.. Long-Term Incentives: In con_]unctlon w1th a company ~wide grant in January 2011 Ms Klaskm was
- .granted stock options for 40,000 shares that vest in equal quarterly increments over, a three-year period
and 30,000 restricted shares which vest based on the completion of certain milestones as indicated
above in the section titled “Long-Term Incentives”. '

Competltlve Market Review -

The ma.rket for top tier executive talent is h1ghly competmve Our ob_]ect1ve is to attract and retain a superior
leadership team. In doing so, we aim to draw upon a pool of talent that is highly sought after by both large and
established pharmaceutical and biotechnology companies in and outside our geographic area and by other life”
science companies.

We believe we have competitive advantages in our ability to.offer significant upside potent1al through stock
optlons and other .equity instruments. Nonetheless, we must recognize market cash compensation levels and
satisfy the day-to-day ﬁnanmal requlrements of, our. candldates through competitive base salaries and cash
bonuses. We also compete on the basis of our vision of future success, our culture and values, the cohesweness
and productivity of our teams, and the excellence of our scientists and management personnel

In order to succeed m attractmg hrghly talented execunves we cont1nuously momtor market trends and _
draw upon surveys prepared by the Radford Surveys division of AON Hewitt, custom research developed by our
compensauon consultants, Oyster Pond Assoclates and other nationally recognized surveys. Our Compensation
Commlttee reviews, data that analyzes varrous cross- sectlons of our industry as Well as. relevant geographical
areas. : :
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Market References: How We Define Market and How We Use Mdrket Compensation Data. Since 2003, we
have worked with Oyster Pond Associates, an independent compensation consultant, to evaluate our total
compensation program and compare it to levels in the market. Oyster Pond Associates provides services at the
direction of the Compensation Committee, through the Company’s Vice President of Human Resources, who
acts as the management liaison to the Compensation Committee, and the primary contact with the consultant. Our
consultant works with our Vice President of Human Resources and the Compensation Committee to interpret
results, make certain specific and general recommendations, and assist in the determination of next steps.

Defining the Market. For 2010, we used two market references to compare our executive total compensation
practices and levels to those in the market:

1. Radford Global Life Sciences Survey conducted by the Radford unit of AON Hewitt: A national survey
of executive compensation levels and practices that covers approx1mately 1,300 positions in more than
560 life science organizations. We focus pnmarlly ona predetermmed subset of compames with
between 50 and 149 employees. :

2. Proxy data derived from a select peer group of biotech companles of a similar size, ‘market -
capitalization, development stage and therapeutic focus. The composition of this group is reassessed on
an annual basis with guidance from our compensation' consultants, Oyster Pond Associates. The select
peer group was updated in January 2008, and was comprised of the following fourteen (14) companies:

. ArQule, Biocryst Pharmaceuticals, Cell Genesys, Cell Therapeutics, CombinatoRx, Cytokinetics,
Dendreon, Immunogen, Micromet, Onyx Pharmaceuticals, Poniard Pharmaceuticals, Sune51s
Supergen, and Vical. : : :

Given the changes to the competitive and financial landscape of the last two years and the effect of
these changes on the measures that the Compensation Committee considers in detérmining
comparability, in May 2010 the Committee requested that Oyster Pond Associates present.
recommendations for reconstituting the peer group to ensure continued parity with Agenus. In
September 2010, the Committee approved changing the group to include twenty-five (25) companies as
follows: ARTIAD Pharmaceuticals; ArQule, Inc; Array BioPharma; AVEQ Pharmaceuticals; BioCryst
Pharmaceuticals; Cell Therapeutics; Curis, Inc; Cytokinetics; Dyax; GTx, Inc; Idera Pharmaceutlcals
ImmunoGen, Inc; Immunomedics, Inc; Infinity Pharmaceuticals; ngand Pharmaceutlcals, Omeros;
Pain Therapeutics; Peregrine Pharmaceuticals; Sangamo BioSciences; Sunesis Pharmaceuticals; Synta
Pharmaceuticals; Trubion Pharmaceuticals; Vical, Inc Zahcus (formerly CombinatoRx, Inc); and
ZIOPHARM Oncology.

Determining Market Levels and Specific Comparisons. We compare our practices and levels by each
compensation component, by total annual compensation (including target annual incentive opportunity) and by
total compensation including equity compensation components. The competitive comparisons made in this .
process are used to determine our approximate position relatlve to the appropriate market reference by
compensatlon component and in total.

Total Compensation

We intend to continué our strategy of compensating our named executive officers at competitive levels, with
the opportunity to earn above-market pay for above-market performance. We will continue to emphas1ze long-
term equity incentives and performance-based incentive compensatlon dehvered in the form of equ1ty to mamtam’_
our competitive pay phllosophy

For 2010, the total compensation paid to the named executive officers generally fell between the 40t and
60 percentile of total compensation paid to executives holding equivalent positions in our peer group of
companies. We believe that the total compensation was reasonable in the aggregate and under our financial
circumstances. Further, in light of our compensation philosophy, we believe that the total compensation package
for our executives should continue to consist of base salary, annual incentive awards (bonus), long-term equity-
based incentive compensation, and certain other benefits.
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The competitive posture of our total.annual compensation versus:the market references will vary year to
year based on Company and individual performance, as well as the performance of the peer group companies and
their respective level of annual performance bonus awards made to their executives. We will continue to target
total annual direct compensation at approxrmately the 50th to 60‘h percentlle, w1th an empha51s on performance—
based vanable compensatmn ‘

PRV

Evolution of our Compensation Strategy

Our compensation strategy is necessarily tied to our stage of development. Accordingly, the specific
direction, emphams and components of our executive compensation program continue to evolve in parallel with
the evolution 6f our business strategy ‘For example we expect that if we become a fully integrated commercial
company, our executive compensatron program, in particular our Executive Incentive Plan, will focus more on
quantitative performance metrics. Our Compensatlon Drscuss1on and Analysis would, in the future, reﬂect these
evolutlonary changes

COMPENSATION COMMITTEE REPORT

The Compensatlon Committee of the Board cons1sts entrrely of 1ndependent directors who are not ofﬁcers _
or employees of Agenus. The Compensatlon Comrmttee charter is posted on the corporate governance section of
our website at http.//www.agenusbio. com/mvestors/corporate No materlal on our website is part of this proxy
statement.

The Compensation Commiittee ‘of the Board has reviewed and discussed with management the foregoing
Compensation Discussion and Analysis, and based on such review and discussion, the Compensation Committee
recommended to the Board that the Compensatlon D1scuss10n and Analy51s be 1ncluded in this proxy statement
on Schedule 14A for filing with the SEC

: By the COmpensation Committee,
" Wadih Jordan (Chair)

... . TimothyR. Wright
Brian Corvese
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: . COMPENSATION OF EXECUTIVE OFFICERS
Summary ‘Compensa'tion
This table shows certain information about the compensation earned in 2010, 2009, and 2008 by our Chief
Executive Officer, our Chief Financial Officer, our Principal Accounting Officer, and our other most highly

compensated executive officers who were serving as an executive officer as of December 31, 2010. We refer to
these officers as our named executive officers. : -

‘ Non-Equity -
) Stock: . Option Incentive Plan All Other :
] : ) ) Salary Awards® Awards® Compensation® Compensation® Total
Name and Principal Position Year ) ) 3) ® €)) ®

Garo H. Armen, PhD.O) ......... 2010 440,000 253316 210280 5,072 37350 946,018
Chief Executive Officer 2009 440,000 768,900 593,250 — 31,604 1,833,754
2008 440,000 357,658 269,714 — 34,804 1,102,176

Shalini Sharp .................. 2010 244,708 156,529 75,100 32,916 19,335 528,588
Vice President and Chief - ~* 2009 240,000" 42,624 56,613 — 5638 344,875
Financial Officer 2008 240,000 148,791 68,751 — 10,358 467,900
Karen H. Valentine ............. 2010 224315 106910 45060 22387 16916 415,588
Vice President and General 2009 220,000 24,901 31,781 — 13,525 290,207
Counsel 2008 220,000 93,975 52,885 — 19825 386,685
Kerry A. Wentworth .. .......... 2010 244,708 160279 90,120 30,916 9801 535,824
Vice President, Clinical, - - 2009 240,000 42,624 50,850 50,000 7,531 391,005
Regulatory and Quality - 2008 240,000 138,534 68,751 . — 22830 470,115
Christine M. Klaskin . .. . . .. ..... 2010 188,620 93481 45060 19200 5804 352,354
Vice President, Finance and 2009 185,000 24,642 30,764 — 4,760 245,166
Principal Accounting Officer 2008 185,000 88,105 52,885 — 9,255 .335,'245

(1) As an employee-director, Dr. Armen receives no additional compensation for his services to the Board.

(2) Based on the fair value of nonvested shares on the grant date. Please see the notes to our consolidated
financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2010 as
filed on March 16, 2011 for assumptions applied.

(3) We use the Black-Scholes option pricing model to value the options granted. Please see the notes to our
consolidated financial statements included in our Annual Report on Form 10-K for the year ended
December 31, 2010 as filed on March 16, 2011 for assumptions applied. Option awards for 2009 represent
the grant date fair value of options granted with the terms of our Tender Offer as included in our Schedule
TO filed with the SEC on June 17, 2009.

(4) Cash bonuses paid under the Executive Incentive Plan.

(5) Please see the tables below which summarize all other compensation.
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2010:

' 401(k) - Car Service :
. Insurance. . Company A to Base - Other

- ) ‘ Premiums  Match Office Benefits  Total
'Executive Officer ; : : ‘ )] - ®) - $) $) ®) -
Garo H. Armen, PhD. ..........0... Lol L..... 18754 957 13,789 ' 3,850 37,350
ShaliniSharp ........... ..o 17,967 1,368 — — 19,335
Karen H. Valentine ....... s N 14,505 2,411 — — 16,916
Kerry A. Wentworth ........ e et 7,335 2,466 — — 9,801
Christine M. Klaskin .. ... e 2,759 1,935 — 1,200 5,894
2009:
‘ . . 401(k) Car Service .
Insurance  Company to Base Other
' Premiums Match Office Benefits  Total
w $) ® $) ($) $)
Garo H. Armen, PhD. ...........oovveeoin. eee... 15883 2234 . 11,565 1,922 31,604
ShaliniSharp .......... ... ... . oo, SREE 4,253 1,385 —_ — 5,638
Karen H. Valentine ....... e ree e PR 12,256 1,269 B 13,525
Kerry A. Wentworth ......................... PIPIN 6,146 1,385 = — 7,531
Christine M. Klaskin ...............ciitiiiiinvin.. 2,493 1‘,067 — - 1,200 4,760
2008:
401(k) Car Service = Discounted R
Insurance  Company to Base Securities * - Other .
Premiums Match Office Purchases : .- Benefits Total
w - $) $) $) ¢ ($) ®)
GaroH. Armen, Ph.D. ...... ... ... .. ..., 14,514 3,181 15,109~ . — . 2,000 - 34,804
Shalini Sharp .......................... 2,046 6,900 : — 1,149 .~ 263 10,358
KarenH. Valentine . .. ................... 11,676 6,402 = - 1,747 . — 19,825
Kerry A. Wentworth .. . ... .o o oo, 5,639 6,645 — — 10,546 22,830

Christine M. Klaskin ...........0. .00 - 2,293 5,188 — 574 1,200 9,255
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Grants of Plan-Based Awards for 2010

This table shows our grants of plan-based awards to named executive officers in 2010. All of the awards
under the Non-Equity Incentive Plan Compensation column in the Summary Compensation table were made
under our Executive Incentive Plan. The awards reflected in the All Other Stock Awards and All Other Option
Awards columns were made under either our 1999 Equity Incentive Plan, as amended (the “1999 EIP”) or our
2009 EIP.

Al Other All Other

Stock Option S :
Awards: Awards: Exercise or  Grant Date
Number Number Base - Fair Value’
of Shares of Securities Price of of Stock
of Stock or  Underlying Option and Option
Grant Units Options Awards Awards
Executive Officer ' Date #) #) ($/Sh) $)@
Garo H. Armen, Ph.D. ..... ... i . 1/26/2010% 100,000 350,000 0.75 285,280
Chief Executive Officer L L7 3/10/2010@ 231,579 — — 178,316
Shalini Sharp ............ ... oo 1/19720100 136,421 — C— 122,779
Vice President and Chief Financial Officer T 1/26/2010M - 45,000 125,000 075" 108,850
Karen H. Valentine .. ... BT .. 1/19/2010® 93,789 —  — 84410,
Vice President and General Counsel o 1/26/2010 30,000 75,000 0775 - 67,560
Kerry A. Wentworth ............ SN ... 119201000 136,421 — — 122,779
Vice President, Clinical, Regulatory and
Quality 1726/2010 50,000 150,000 0.75 127,620
Christine M. Klaskin ............ e ... 1/1972010® 78,868 — — 70,981
Vice Presidel_lt, Finance and Principal : s
Accounting Officer - - 1/26/20100 30,000 75,000 0.75 . 67,560

(1) The restricted stock and stock options vest quarterly over three years beginning on April 26, 2010.

(2) The restricted stock vested on March 10, 2010. . :

(3) The restricted stock vested on January 19, 2010. . . ,

(4) We use the Black-Scholes option pricing model to value the options granted. Please see the notes to our
consolidated financial statements included in our Annual Report on Form 10-K for the year ended
December 31, 2010 as filed on March 16, 2011 for assumptions applied.

Dr. Armen, Ms. Sharp, Ms. Valentine, and Ms. Wentworth each currently have an employment and change
of control agreement providing a minimum base salary. The employment and change of control agreements for
our current and former executive officers entitle them to participate in employee benefit and fringe benefit plans
and programs made available to executives generally. Additionally, the employment and change of control
agreements provide for the reimbursement of reasonable, customary and necessary business expenses, subject to
our travel policy. For our executives, all other compensation items, including perquisites, comprise a small
portion of overall total compensation.

The exercise price for all stock options granted in 2010 equaled the fair market value of the Company’s

common stock on the date of the grant. Fair market value on the date of grant was determined as the closing
market price of the Company’s common stock on the date of the grant,
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Outstanding Equity Awards at Fiscal Year-End 2010

The following table shows outstanding equity awards for the named executive officers as of December 31,

2010:
Option Awards © - Stock Awards
o . : ) Number of
Number of  Number of Shares or Market Value
Securities Securities Units of  of Shares or
Underlying© Underlying Option Stock that Units of Stock
Unexercised Unexercised Exercise ' Option have not That Have Not
o Options (#)  Options %) Price Expiration vested Vested®
Name - : Exercisable Unexercisable ($) Date @ (%)
Garo H. Armen, PhD. ...... S 437,499 87,501  1.58 7/1'6/19 = —
Chief Executive Officer . 318,227 — 1.63 9/15/16 — —
158,400 52,800 227  9/12/17 — —
170,000 85,000® -1.57 9/10/18 — —
—_ —_ — — 15,0004 15,150
b - 87,500 262,500 0.75 - 1/26/20 = — —
S — - — C— 75,000© 75,750 -
ShaliniSharp ........................ 41,749 8,351  1.58  7/16/19 — —
Vice President and Chief 60,000 — 1.74  9/13/16 — —
Financial Officer , 22,267 e 1.63  9/15/16 — —
- e B : 83,400 27,800 227  9/12/17 — —_
43,333 21,667 1.57 9/10/18 — —
— — — — 5,000® 5,050
31,250 93,750®  0.75 1/26/20 — —
— — — — 33,7500 34,088
Karen H. Valentine . ................... 23,437 4,688 1.58 7/16/19 — —
Vice President and General Counsel 12,500 — 1.63  9/15/16 — —
. 30,000 — 2.03 12/4/16 - — —
36,675 12,225@ 227  9/12/17 — —
33,333 16,667® 1.57 9/10/18 — —
— . — — — 3,334 4 3,367
18,750 56,250  0.75 1/26/20 —_ —
— — —_ —_ 22,500© 22,725
Kerry A. Wentworth . .................. 37,499 7,501M - 1.58  7/16/19 — —
Vice President, Clinical, Regulatory and 60,000 — 203 6/14/16 — —
Quality 20,000 —_ 1.63 9/15/16 — —
120,900 . 40,300 227  9/12/17 — —_
43,333 21,667® 1.57 9/10/18 — —
— — — — 5,000 5,050
37,500 112,500 0.75 1/26/20 — —
- — — - — 37,5000 37,875
Christine M. Klaskin .................. 22,687 4,538® 158 7/16/19 — —
Vice President, Finance and Principal 30,000 — 1.74  9/13/16 — —
Accounting Officer 15,311 — 1.63 9/15/16 —_ —

36,675 12,225@ 227  9/12/17 — e
33,333 16,667® 1.57 9/10/18 — —

: — — 3,3344 3,367
18,750 56,250 - 0.75  1/26/20 — —
— — — C—  22,500© 22,725
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(1) The options vested on January 16, 2011. o ‘ N o

(2) The options vest on September 12, 2011, provided the executive remains employed with us.

(3) The options vest on September 10, 2011, provided the executive remains employed with us.

(4) The restricted stock vests on September 10, 2011, provided the executive remains employed with us.

(5) The options vest in nine equal quarterly installments beginning January 26, 2011, provided the executive

- remains employed with us. i R

(6) The restricted stock vests in nine equal quarterly installments beginning January 26, 2011, provided the
executive remains employed with us. _ : Tt

(7) 'We valued the stock awards using the closing price of our common stock on The NASDAQ Capital Market
on December 31, 2010, which was $1.01 per share, utilizing the same assumptions that we utilize under

ASC 718 for our financial reporting.

Option Exercises and Stock Vésted for 2010

The following .table shows information about restricted stock that vested in 2010 and the value realized on
those awards by our named executive officers in 2010. No stock options were exercised by our named executive
officers in 2010.

Stock Awards

Number of : '
Lol Shares Acquired Value Realized
C . On Vesting On Vesting
Name b . L #) $)
 Garo Armen . .. ... e P 271,579 216,932
.. Chief Executive Officer '
Shalini Sharp . . .. . .. PP S R 152,671 138,529
Vice President and Chief Financial Officer » ' - o -
Karen H. Valentine .. ...............ueeiiie . 104,622 94,910
Vice President and General Counsel :
Kerry A. Wentworth ... .. ... . AU S 153,921 139,762
" Vice President, Clinical, Regulatory and Quality _
- Christine M. Klaskin . .. .................ooooe 89,701 81,481

Vice President, Finance and Principal Accounting Officer

Pension Benefits for 201 0

We do not have any plahs providing for payménts or other benefits at, following, or in connection with,
retirement. : ' o

Nonqualified Deﬁn_ed Contribution and Other Nohqualiﬁed Deferred Compensation Plans for 2010

We do not have any nonqualified defined contribution plans or other deferred compensation plans for our .
executive officers. : : , : .

Potential Payments Upon Termination or Change of Conifovl.

We have entered into certain agreements and maintain certain plans that may require us to make certain
payments and/or provide certain benefits to the executive officers named in the Summary Compensation Table in
the event of a termination of employment or a change of control. Dr. Armen, Ms. Sharp, Ms. Valentine, and
Ms. Wentworth are each currently party to employment and change of control agreements providing for
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payments in connection w1th such ofﬁcers ternnnatron or a change of control. Ms: Klaskin is party toa change
of control plan providing for payments in connection with & change of control. A'* change of control”™ or change
in control” is defined in each of the agreements and plan génerally as (i) the acquisition by any individual, entity
or group of 50% or more of the common stock of the Company, (ii) a change in the incumbent Board of

Directors such that.incumbent directors. cease to.constitute at least a majority of our Board of Directors, (iii) a
sale or other disposition of all or. substannally all of the assets of the Company, or (iv) approval by the. -
stockholders of the Company of a complete liquidation or dissolution of the Company. The following text and-
tables sunimarize the potential payments to each applicable named executive ofﬁcer assummg that the mggermg
event occurred on December 31, 2010, the last day of our fiscal year. : S

Our Chtef Executive Officer

Under Dr. Armen’s employment and change in control agreement if we terrmnate Dr, Armen’s employment.
without cause or if he terminates his employment for good reason (as deﬁned), he is ent1tled to receive from the
Company: S ~ . C

.-+ 'his base salary for a period of 18 months, plus-a lump sum payment of 150% of the h1gher of hlS target
'+ - incentive bonus for.that year or his last actual 1ncent1ve bonus

K coverage under our medical and dental plans for 18 months followmg the date of termlnatlon,
* alump sum payment of $15,000 for outplacement assistance,
* a gross up for any taxes w1th respect to such outplacement assrstance payment
W a gross-up payment for any. taxes 1nterest and penaltles 1mposed by Section 4999 of the Code and
s at the Compensation Comunitee’s discretion, the acceleration of vesting of any unvested stock options.
Under Dr. Armen’s employment and change in control agreement, “good reason” means the occurre‘n'ce of
any of the following events: , T - ‘ R
(1) fallure to contmue Dr. Armen in the pos1t1on of ChJef Executive Officer,
(i) a materral and substant1a1 diminution in the nature or scope of his responsibilities,
. (iii) a’ materral reductlon 1n base salary or beneﬁts or } ' ) ' 7
@{iv) relocatlon of Dr. Annen s prmc1pal ofﬁce wrthout h1s prior consent toa locat1on more than 30 nules

away

Upon a change of control (1) 50% of any of Dr Armen s outstandmg unvested stock optrons and shares of.
unvested restricted stock as of the change of control date become vested and exerc1sab1e and, in the case of
shares of restncted stock, no.longer subject to forferture, except that (ii) the restriction lapses on 100% of the
unvested restricted stock granted on September 10, 2008. If a change of control occurs and, within 24 months, we
terminate Dr. Armen’s employment without cause or if he terminates his employment for good reason, he is
entitled to receive from the Company: : '

e alump sum payment of 24 months of base salary plus two times the hrgher of his target incentive
bonus for that year or his-last actual incentive bonus,: :

* coverage under our medical and dental plans for 24 ‘months followmg the date of terrmnatlon
¢ alump sim payment of'$15,000 for outplacement ass1stance -
e a gross up for any taxes w1th respect to such outplacement assistance payment v
* a gross up payment for any taxes 1nterest and penalt1es 1mposed by Section 4999 of the Code, and

* acceleration of vesting for all unvested stock optrons and unvested restrrcted stock as of the date of
termination. S :
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Additionally, under Dr. Armen’s employment and change in control agreement, he is subject to.a -
non-competition and non;goliéitation period for the greater of 18 months post-termination or the period during

which he is receiving post-termination payments fron} i1s>. ,

" """ Termination in Connection with 5_ Termination without Cause or

Executive Benefits and Payments:Upon Terminationor : = =~ - . Change of Control* . = - - ‘with Good Reason* .
Change of Control ~ ~ . o ® . @)
Base Salary .......... R e e - -880,000 om0 660,000.
Bonus Payment-............. PP S 440,000 .- . - s 330,000:
Acceleration of Vesting of Equity .............. oy 122,608 0 ot NJA
Perquisites and Other Personal Benefits ........... 50,196 41,958
Gross-up Payments for Change of Control Excise e o
Taxes ... _ N/A - N/A
Total:  .............. e TETUU 1492804 - 1,031,958 -

*  We used the following assumptions to calculate these payments:

. % We valued stock options. accelerated using the closing price of our common stock on The NASDAQ
Capital Market on December 31, 2010, which was $1.01 per share, utilizing the same assumptions that
we utilize under ASC 718 for our financial reporting. Upon a change of control without termination,
the acceleration of vested equity would be valued at $68,879. S

We assumed in each case that termination is not for cause, the executive does not violate his_ .
non-competition or non-solicitation agreements with us following termination, the executive does not receive
medical and dental insurance coverage from another employer within two years of termination or change of
control, and the executive does not incur legal fees requiring reimbursement from us. . . T

- We used the same assumptions for health care benefits that we used for our financial reporting under
generally accepted accounting principles. : :

Gross-up payments assume a December 31, 2010 change of control and termination date. For purposes of
these payments, the following are included as parachute payments: cash severance payable upon termination in
connection with a change of control, the value of any outplacement services and benefits continuation due in the
event of such a termination, and the value of the acceleration of outstanding equity awards, all determined in
accordance with applicable tax regulations. We have assumed that all outstanding options are cashed ot in the
assumed transaction for an amount equal to the excess, if any, of $1.01 (the closing price of our common stock
on December 31, 2010, the last business day of the year) over the exercise price per share under the option,
multiplied by the number of shares subject to the option. Finally, these figures ‘assume that none of the parachute
payments will be discounted as attributable to reasonable compensation and no value is attributed to the

executive executing a non-competition agreement in connection with the assumed termination of employment.

Other Named Execittive Oﬁ‘icef.;

Under the employment.and change in control agreements for Ms. Sharp, Ms. Valentine, and
Ms. Wentworth, if we terminate each officer’s employment without cause or if each officer terminates her
employment for good reason, each officer is entitled to receive from the Company:

* her base salary for a period of 12 months plus a lump sum payment of the higher of the officer’s target
. incentive bonus for that year or their last actual incentive bonus, ' -

* coverage under our medical and dental plans for 12 months follé);;virig the date of termination,
* alump sum ﬁayment of $15,000 for outplacement assistance, '

* a gross—up for any taxes with respect to such outplacement assistance payment,
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* agross-up payment for any taxes, interest and penalties imposed by Section 4999 of the Code, and

+ _ at the Compensation Committee’s discretion, the acceleration of vesting of any unvested stock options.

Under the employment and change in control agreements for the various named executives, “good reason”
means the occurrence of any of the following events:

Gobd Reason et T S ' 'Ms.Sharp “Ms. Valentine ~ Ms. Wentworth

Material and substantral drmmutlon in nature of scope of
responsibilities® . . ... e NEIN X X a0 X

- Material reduction in' base ‘salary of bénefits . . ... PO X X X

_Relocatron of office by more than 30 miles (w1thout prior o _
consent)® L........ D S DR SN X X X

Change of principal place of busmess from o . e
California® .. ... ... .. ..o e, X

(1) For purposes of change of control
(2) Termination beneﬁt at reduced level in companson 'with other good reason.

Under the employment and change in control agreements for Ms. Sharp; Ms. Valentine, and
Ms. Wentworth upon a change of control

. (1) 50%. of any of each ofﬁcer s outstandmg unvested stock : optrons and sha.res of unvested restricted
‘ stock as of the change of control date become vested and exercisable, and-in the case of restricted -
stock, no longer subject to forfeiture, except that (ii) the restriction lapses on 100% of the unvested
' Testricted stock graited on September 10; 2008 as of the change of control date, and

-« If a change of control occurs and, within 18 months, we terminate the officer’s employment without
cause or if the officer termmates her employment for good reason, the officer is entrtled to recerve from«
. the Company: ;

e a lump sum payment of 18 months of base salary plus 150% of the hrgher of their target mcentrve '
' bonus for that year or their last actual incentive bonus,

* coverage under our medical and dental plans for 18 months following the date of termination,

. .a lump sum payment of $15,000 for outplacement assistance, - o : '

*  agross- up for any taxes wrth respect to such outplacement assistance- payment ‘

*  agross- up payment for any taxes, 1nterest and penaltres 1mposed by Section 4999 of the Code, and-

» the acceleration of vesting for all unvested stock options and unvested restncted stock as of the
date of termmatron

- Under Ms. Sharp’s employment and change in ‘control agreement, her principal place of business’ isin
California. If Ms. Sharp is asked to relocate-to the Company’s New York or Massachusetts locations, she has the
right to terminate the agreement, and upon such termmatlon Ms. Sharp is entitled to réceive from the Company

* her base salary for a period of 6 months plus a lump sum payment of the hlgher of one—half of her
target 1ncent1ve bonus for that year or one-half of her actual incentive bonus

¢ coverage under our medlcal and dental plans for six months followmg the date of terrmnatron

¢ alump sum payment of $7,500 for outplacement assistance,
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¢ a gross-up for any taxes with respect to such outplacement assistance payment and

* " at the Compensation Committes’s discretion, thé acceleration of Vestmg of 4 any ‘unvested stock options.

Under the change of control plan for' Ms. Klaskin, upon a change of control:- - * -t -

* (1) 50% of any of each Ms. Klaskin’s outstanding unvested stock'optlons and shares of unvested
- restricted stock as of the change of control date become vested and exercisable, and in the case of
restricted stock, tio longer subject to forfeiture, except that (ii) the restriction lapses on 100% of the
unvested restricted stock granted on September-10, 2008 as of the change of control date, and -

* If a change of control occurs and, within 18 months, we terminate Ms. Klaskin’s employment without
cause or if Ms. Klaskin terminates her employment for good reason, she is entitled to receive from the
Company:

¢ alump sum payment of 12 months of base salary plus the h1gher of her target 1ncent1ve bonus for
that year or her last actual incentive bonus, =~

* coverage under our medical and dental plans for 12 months followmg the date of tennlnatlon
* alump sum payment of $10 000 for outplacement assmtance

* agross-up for any taxes with respect to such outplacement, ass1stance payment and .

* the acceleration of vesting of all unvested stock options and unvested restricted stock as of the
date, of the change in control. S e : SRR

Additionally, under the officers’ employment and change of control a.rrangements they are each sub_}ect toa
non-competition and non-solicitation period foi the greaterof 12 months post termmat10n or the penod dunng
which the- ofﬁcer is rece1v1ng post-termlnanon payments from us.’ Lo S

N S

o Termmatlon in Connectlon w1tha _Termination wlthout Cause.or with
- Chiange of Control* = " - ’ " GoodReason*
‘ o ® @)

Executive Benefits and L o T T o
Payments Upon Termination 7 Ms.d- . M, ‘Ms.” - :Msi- - Msio- ¥ -Ms, -  Ms. - - Ms.
or Change of Control Klaskin Valentine Sharp Wentworth Klaskin Valentine: Sharp. Wentworth
Base Salary ......... freeeenn ,196,100 349,800 381,600 381,600 N/A 233,200 254,400 254,400
Bonus Payment ..... e . 70 981" 126 615 184 169 184,l69 N/A 84 410 122,779 122,779
Acceleration of Vesting of T

Equity ... .v. .. .. e e e 232,777 32,778 50,240: 56,200 N/A - .N/A: - N/A N/A
Perquisites and Other Personal , ‘ o L

Benefits .................. 12,781 ° 736,951 41,958 26,010 N/A ~ 30,382 ' 33,720 23,088
Gross-up Payments for Change of e . e C :

Control Exc1se Taxes ........ N/A N/A N/A N/A N/A N/A N/A N/A

Total: ............ e e . 312,639 546,144 657,967 ° 647,979 N/A - 347,992 410,899 400,267

*  We used the followmg assumptlons to calculate these payments -

* We valued stock options accelerated using the closing price of our common stock on The NASDAQ
Capital Market on December 31, 2010, which was $1.01 per share, utilizing the same assumptions. that
we utilize under ASC 718 for our fmanmal reporting. Upon a, change of control w1thout termination the -

v_accelerauon of vested equity would be valued at $18,072, $18,073, $27 645, and $30,625 for. .
A Ms Klaskin, Ms. Valentme Ms. Sharp, and Ms. Wentworth respect1vely

. We assumed in each case that termmatlon is rnot for cause the execut1ve does not v1olate her
non-competition or non-solicitation agreements with us followihg termination, the executive does not
receive'medical and dental insurance coverage from another employer within eighteen months-of
termination or change of control, and the execut1ve does not mcur legal fees requ1r1ng relmbursement
from us.
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+  We used the same assumptions for health care benefits that we used for our financial reporting under
‘ generally accepted accountmg pnncrples

+  Gross-up payments assume a December 31 2010 change of control and terrmnauon date For purposes
of these payments, the following are included as parachute payments: cash severance payable upon
terrnmatlon in connectron with a; change of control, the value of any outplacement services and benefits
contmuatlon due in:the event of such a termination, and the value of the acceleration of outstanding"
equity awards, all deterrmned in accordance with applicable tax regulations. We have assumed that all -
outstanding options are cashed out in the assumed transaction for an amount equal to the excess, if any,
of $1.01 (the closing price of our common stock on December 31, 2010, the last busmess day of the
year) over the exercise price per: share under the option, multiplied by the number of shares subject to
the option. Finally, these figures assume that none of the parachute payments will be d1scounted as -
attributable to reasonable compensation and no value is attnbuted to the executive executing a -
non-competition agreement in-connection with the assumed termination of employment.

Change of Control. Armngemems Under Our 2009 EIP

Under our:2009 EIP, in'the event of a-change of control'(as determined by the Board), the Board ‘may make
a provision for:the continuation; acceleration or: assumptron or substitution of unvested optlons and restncted
stock; or provide for a cash-outof outstanding awards. : : e :
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.- DIRECTOR COMPENSATION

The following table shows the compensation paid or awarded to each nonQéniployee director for their
service as a non-employee director in 2010: ’ - : E . '

o . o Fees Earned ‘Op_tion __ Al Other

o i - ‘ ’ or Paid in Cash® Awards® Compensation Total
Name : S S e - ($) - @ - ® $)
Tom Dechaene ..« .............. [P P : " 46;000 » 26,351 — 72,351
WadihJordan .................... P S0l 41,500 26351 - T — 67,851
Hyam L Levitsky, M.D. ..:............ il 43,000 26351 3208 72,559
Timothy R. Wright ...... P FR B © 66,000 26,351 — 92,351
Timothy Rothwell .. ..... e .. 36,250 © 26,351 0 — 62,601
Brian Corvese ........ e i 55750 26,351 — 82,101
John Hatsopoulos ... ... . ... ... 0. .. e 43,000 26,351 @ o — 69,351

(1) Includes fees earned in 2010 but deferred pursuant to our Directors’ Deferred Compensation Plan (as
amended). o B .

(2) We.use the Black-Scholes option pricing model to value the options granted. Please see the notes to our
consolidated financial statements included in our Annual Report on Form 10-K for the year ended
December 31, 2010 as filed on March 16, 2011 for assumptions applied. Each director was granted 30,000
options during 2010.

(3) Represents consulting fees earned.

Employee directors do not receive any additional compensation for their service as a director. Each year, the
Compensation Committee reviews the compensation we pay to our non-employee directors. The committee
compares our Board compensation to compensation paid to non-employee directors by similarly sized public

- companies in similar businesses. The committee also considers the responsibilities that we ask our Board
members to assume and the amount of time required to perform those responsibilities.

Cash and Equity Compensation for Non-Employee Directors for 2010

Type of Fee
Annual retainer ........ ... $ 34,000
Additional annual retainer for Lead Director ....................ooooueovo... $ 18,000
Additional annual retainer for Audit and Finance Committee Chair .............. $ 18,000
Additional annual retainer for Audit and Finance Committee member ............ $ 9,000
Additional annual retainer for Compensation Committee Chair ................. $ 7,500
Additional annual retainer for Compensation Committee member ............... $ 5,000
Additional annual retainer for Corporate Governance and Nominating Committee

Chair ... . $ 6,000
Additional annual retainer for Corporate Governance and Nominating Committee

MEMbEr ... $ 3,000
Additional annual retainer for Research and Development Committee Chair . ...... $ 6,000
Additional annual retainer for Research and Development Committee member . . . . . $ 3,000
Initial stock option grant® ... ... ... ... . 25,000 shares
Annual stock option grant®® ., ... ..... e 15,000 shares

(1) Each stock option grant vests over three years in equal annual installments. Any unvested portion vests
automatically on the last day of the term of a director who does not stand for reelection at the end of his or
her term.

Agenus also reimburses non-employee directors for reasonable travel and out-of-pocket expenses in
connection with their service as directors.
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Our Directors’ Deferred Comipensation Plan (as.amended) (the “DDCP”) permits each non-employee
director to defer all or a portion of his or her cash compensation until his or her service ends or until a specified
date. A director may credit his or her deferred cash into an interest bearing account, an equity account, or a
combination of both. As a matter of policy, directors are encouraged to elect to defer twenty- -five percent of their
cash compensation in the form of equity under the DDCP

The Board has adopted a policy guideline that encourages directors to hold 37,500 shares'of equity within a
reasonable period of time following their election or appointment to the Board. In addition to purchasing shares
in the open market, directors may utilize the DDCP or the Agenus Board Compensation Policy, which allows
directors to receive their compensation in stock, to acquire these shares. In accordance with the requirements of
the DDCP, elections to defer compensation thereunder must be made prior to the end of the third quarter of the
prior calendar year. In some cases, a director, due to securities Jaw restnct1ons may be unable to purchase such
shares until such election takes effect. :
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. OWNERSHIP OF OUR COMMON STOCK -

Ownership By Management

On April 18, 2011, Agenus had 113,337,624 shares of common stock issued and outstanding. This table
shows certain information about the beneficial ownership of Agenus common stock, as of that date, by:

» each of our current directors,
* ‘each nominee for difecﬁqr,
¢ our Chief Exe‘cut.iver,Oflﬁcer, :
» our Chief Financial Officer,
* our Principéi Acc‘o.unfi.ﬂg Ofﬁcer?
* our other most highly compensated executive officers who were serving as executive officers as of
December 31, 2010 and are named in the Summary Compensation Table, and

* all of our current directors and executive officers as a group.

According to SEC rules, we have included in the column “Number of Issued Shares” all shares of common
stock over which the person has sole or shared voting or investment power as of April 18, 2011, and we have
included in the column “Number of Shares Issuable” all shares of common stock that the person has the right to
acquire within 60 days after April 18, 2011 through the exercise of any stock options, the vesting of restricted
shares, or in the case of directors, any shares to be distributed under the DDCP. All shares that a person has a
right to acquire within 60 days of April 18, 2011 are deemed outstanding for the purpose of computing the
percentage beneficially owned by the person, but are not deemed outstanding for the purpose of computing the
percentage beneficially owned by any other person.

Unless otherwise indicated, each person has the sole power (or shares the power with a spouse) to invest and
vote the shares listed opposite the person’s name. Where applicable, ownership is subject to community property
laws. Our inclusion of shares in this table as beneficially owned is not an admission of beneficial ownership of
those shares by the person listed in the table. Except as noted, the address of each stockholder is c/o Agenus Inc.,
162 Fifth Avenue, Suite 900, New York, NY 10010.

Number of Issued Number of Shares Percent

Name of beneficial owner Shares Issuable Total of Class
Garo H. Armen, PhD. ......................... 8,064,026 4,100,615® 12,164,641 10.4%
Tom Dechaene ............................... — 159,905 159,905 *
John Hatsopoulos .................. .. ... .. 125,000 189,530 314,530 *
WadihJordan ................................ — 294,605® 294,605 *
Hyam I Levitsky, MD. ........................ 15,376 80,643 96,019 *
Timothy Rothwell . ............................ 19,428 26,666 46,094 *
Timothy R. Wright ............................ 10,000 92,324® 102,324 *
BrianCorvese ......... ... ... ... i — 75,000 75,000 *
Shalini Sharp ................................ 293,579 183,747 477,326 *
Karen H. Valentine ............................ 87,568 98,926 186,494 *
Kerry A.Wentworth . .......................... 195,383 206,430 401,813 *
Christine M. Klaskin .......................... 96,856 101,287 198,143 *
All current directors and executive officers as a group

(12persons)® . ... ... ... .. ... ... 8,907,216 5,609,678 14,516,894 12.2%

*  Less than one percent
(1) Shares that can be acquired upon the exercise of stock options or restricted shares vested as of 60 days
following April 18, 2011, and in the case of directors, shares to be distributed under the DDCP.
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(2) Includes 1,501,667 shares of our stock held by Armen Partners; LP, a limited partnership in which
Dr. Armen is the general partner, 1,271,102 and 2,336, 246 shares held by the Garo Armen 2009 2 Year
GRAT and the Garo Armen 4 year GRAT respectlvely

3. _Includes 1 ;708,717 shares 1ssuable upon exercise of warrants , ‘ ’

(4) Includes 54 905 deferred shares to be d1stnbuted 1n accordance with the terms of our DDCP.

) Includes 129, 530 deferred shares to be d1str1buted 1n accordance w1th the terrns of our DDCP

6) Includes 174, 605 deferred shares to be drstnbuted in accordance with the térms of our DDCP

(7) Includes 5,643 deferred shares to be d1str1buted in accordance wrth the terms of our DDCP

8) Includes 17 324 deferred shares to be d1str1buted in accordance w1th the terms of our DDCP

Ownershlp By Certam Beneficnal Owners S

This table shows certain 1nformat10n based on filings with the SEC, about the beneficial ownershrp of our
capital stock as of April 18,2011 by each person known tous owmng benefimally more than 5% of any class of
our caprtal stock. y : s : - S ; : ; .

" Percent

Name and Address of beneﬁclal Owner ' SR 0 S50 Title of Class * Number of Shares ot‘ Class

Brad M. Kelley ...................0 0o Common' © 5546240  49%
1410MoranRoad .~ 7 USeries A 31,6200 1 100%
Franklin, TN 370696300 ~ B ' Preferred .

Fletcher Asset Management, Inc. ... .. e SeriesB 3,050  100%
48 Wall Street o " Preferred =
5th Floor
New York, NY 10005

Ingalls & Snyder, LLC . ... ...ttt enieenns Common 6,746,601 6.0%

61 Broadway
New York, NY 10006

(1) Mr. Kelley owns 31,620 shares of our Series A Convertible Preferred Stock, our only shares of outstanding
Series A preferred stock. These shares have an initial conversion price of $15.81 and are currently
convertible into 2,000,000 shares of our common stock. If Mr. Kelley had converted all 31,620 shares of
Series A Convertible Preferred Stock into shares of common stock as of April 18, 2011, he would have held
7,546,240 shares of our common stock, or 6.5% of the shares outstanding.

(2) Fletcher Asset Management, Inc. owns 3,105 shares of our Series B Convertible Preferred stock, our only
shares of outstanding Series B preferred stock.

(3) Includes 6,746,601 shares of common stock held by Ingalls & Snyder, LLC and related entities (as reported
in the Schedule 13G/A as filed by Ingalls & Snyder Value Partners, LP on February 24, 2011).

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Our executive officers, directors, and 10% stockholders are required under Section 16(a) of the 1934 Act, to
file reports of ownership and changes in ownership of our securities with the SEC.

Based solely on a review of the copies of reports furnished to us, we believe that during our 2010 fiscal
year, our directors, executive officers, and 10% stockholders complied with all applicable Section 16(a) filing
requirements.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Related Party Transactions

No such transactions or currently proposed transactions since January 1, 2010 exist.
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Related Party Transaction Policies and Procedures . -~ «

The Audit and Finance Committee of the Board is responsible for reviewing and approving all material
transactions with any related party on a continuing basis. Related parties can include any of our directors or
executive officers, certain of our stockholders, and their immediae family members. This obligation is set forth
in writing in our Audit and Finance Committee Charter. A copy of the Audit and Finance Committee Charter is
posted on the corporate governance section of our website at hitp://www.agenushio. comfinvestors/corporate. No
material on our website is part of this proxy statement. In evaluating related party transactions, our Audit and
Finance Committe¢ members apply the same standards of good faith and fiduciary duty they apply to their
general responsibilities as a committee of the Board and as individual directors. The Audit and Finance
Committee will approve a related party transaction when, in its good faith judgment, the transaction is in the best
interest of Agenus. ‘ S e T

- To'identify related party transactions each.year, we submit and require our directors and executive officers,
to complete Director and Officer Questionnaires identifying any transactions with us in which the officer or
director or their family members have an interest. We also review related party transactions due to the potential
for a conflict of interest. A conflict of interest occurs when an individual’s private interest interferes, or.appears.
to interfere, in any way with our interests. Our Code of Ethics requires all directors, officers, and employees who

may have a potential or apparent conflict of interest to immediately notify our Chief Compliance Officer for
review and approval by management and our Corporate Governance and Nominating Committee. A copy of our
Code of Ethics is posted on the corporate governance section of our website at http:/fwww.agenusbio.com/
investors/corporate. No material on’ our website is part of this proxy statement. o T




EQUITY PLANS
Securities Authorized For Issuance- Under Equity Compensation Plans

The following table provides information about the securities authorized for issuance under our equity
compensation plans as of December 31, 2010:

Number of Securities
. Remaining Available for
Number of Securities to be Weighted Average ~ Future Issuance under
Issued Upon Exercise of .° Exercise Price of - Equity Compensation Plan
Outstanding Options, Outstanding Options, (Excluding Securities
Plan Category . Warrants and Rights® Warrants and Rights  Reflected in Column (a))®
- ' @ : (b) (©

Equity compensation plans approved by

security holders .................. ' 8,120,142 $2.11 11,604,603
Equity compensation plans not approved ' : : e v . v

by security holders ............... S — e —

Total o ovveereeeeeeaans 8,120,142 o 11,604,603

(1) Includes 333 843 shares issuable under c our DDCP ata welghted average price of $1.41.
(2) Includes 410,275 shares that may be issued under our 2009 Employee Stock Purchase Plan and 23,211
shares available under our DDCP.
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PROPOSAL 2—TO APPROVE AN AMENDMENT TO OUR AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION TO EFFECT A REVERSE STOCK SPLIT OF COMPANY
COMMON STOCK AT THE DISCRETION OF THE BOARD OF DIRECTORS -

Summary-

We are seeking stockholder approval to grant our Board of Directors discfetiohafy authority to amend our
Amended and Restated Certificate of Incorporation, as amended, to effect a reverse stock split of the shares of
common stock at an ‘exchange ratio of not less than 1-for-2 and not more than 1-for 10 at any time prior to our
2012 Annual Meeting-of Stockholders. The Board of Directors believes that providing the flexibility for the
Board to choose an exact split ratio based on then cgrrént_ méfrlgét_fk:onditions, and to effect such reverse, stock split
at any time prior to the 2012 Annual Meeting of Stockholders; will better enable us to act in the best inferests of
the Company and its stockholders. " -

The form of proposed amendment to our restated certificate of incorpp,ryatipn to gffeclt areversestockspllt is
attached to this proxy statement as Appendix A (the “Reverse Stock Split Amendment”). We are seeking.your
approval of the Reverse Stock Split Amendment. ' ' '

If this proposal is approved, the Board will have the authority, but not the obligation, in its sole discretion
and without any further action on the part of the stockholders, to effect the reverse stock split; at any time if’
believes to be most advantageous to the Company and its stockholders. This proposal would give the Board'the -
authority to implement one, but not more than one, reverse stock split. A reversé stock split wotld bé effécted by
the filing of the Reverse Stock Split Amendment with the Secretary of State of the State of Delaware. The Board
will retain the authority not to effect the Reverse Stock Split Amendment even if we receive stockholder
approval. Thus, subject to stockholder approval, the Board may, at its discretion, file the amendment to effect a
reverse stock split or abandon it and effect no reverse stock split if it determines that such action is not in the best
interests of the Company and its stockholders. If the Reverse Stock Split Amendment is not filed with the
Secretary of State of the State of Delaware prior to the Company’s 2012 Annual Meeting of Stockholders, the
Reverse Stock Split Amendment will be deemed abandoned, without any further effect.

‘The Board’s decision as to whether and when to effect the reverse stock split will be based, in part, on
prevailing market conditions, existing and expected trading prices for our common stock, and the Company’s
compliance with the minimum bid price continued listing requirements of The NASDAQ Capital Market.

Reasons for the Reverse Stock Split

Our Board of Directors believes that the goal of increasing the per-share price of our common stock through
areverse stock split may be in the best interests of the Company for a number of reasons as discussed below. In
2009 and 2010 the Company sought and received stockholder approval to initiate a reverse stock split, however
the Board of Directors has not chosen to exercise its discretion to date.

Implementing the reverse stock split could help maintain the Company’s listing on The NASDAQ Capital
Market. In April 2009, we moved from the NASDAQ Global Market to the N. ASDAQ Capital Market as part of
our plan to regain compliance with minimum market value requirements. On March 3, 2011 we were notified by
the Listing Qualification Staff of NASDAQ (the “Staff’) that we were out of compliance with NASDAQ
Marketplace Rule 5550(a)(2) (the “Bid Price Requirement”) because the bid price for our common stock closed
below the minimum $1.00 per share requirement for thirty consecutive business days. To date, we have been
unable to regain compliance with the Bid Price Requirement, and on April 18, 2011, our common stock closed at
$.89 per share. This is the third time we have been in non-compliance with the Bid Price Requirement since our
move to the NASDAQ Capital Market. The Board of Directors approved the reverse stock split proposal in part
as a potential means of increasing the share price of our common stock to a price above the $1.00 per share
requirement. If the Board decides to effect the reverse stock split, it will seek to set the applicable ratio to
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increase our stock price sufﬁc1ently above the $1. 00 minimum requlred for.the contmued hstmg on. The
NASDAQ Capital Market so that we would not be- faced in the future with delisting for failure to meet this
requirement absent a significant percentage decrease in our common stock. . :

If our cornmon stock were delisted,gthe sto_ck would then be e]jgible for quotation on.the Qver-The-Counter
(OTC) Bulletin Board maintained by NASDAQ, on another over-the-counter quotation system or on the *“pink
sheets.” If that occurs, the liquidity and marketability of shares of our common stock would decrease. As a resul,
an investor might find it more difficult to dispose of, or to obtain accurate quotations as to the market value of
our common stock. In addition, if our common stock were to be delisted and the trading price of the common
stock were to continue to be less‘than $1.00 per share, trading in our common stock would be subject to certain
rules under the 1934 Act which requlre additional disclosure by broker-dealers in connection with any trades :
involving a stock. defined as a penny stock” 1nvolv1ng persons other than established customers and accredlted_ N
inyestors. The additional burdens. imposed upon broker-dealers might discourage broker-dealers from effecting
transactions in our common stock, which might further affect the liquidity of our common stock.. ‘For the above
reasons; we believe that current and prospective investors will view an investment in our commeon stock more
favorably if the shares remain listed:on The NASDAQ Capital Market than if our common stock trades on the o
OTC Bulletm Board or smnlar tradmg systems : : .

I our common stock’s closmg b1d prrce satlsﬁes the minimuiri closing bid price rule prior to approval of '
this proposal we may. still effect the reverse stock split if stockholders approve this proposal and if our Board. of ?
Directors determines that effecting the reverse stock split would be in the best interests of our Company and our .
stockholders for the following reasons: ~ ' i -

. It could heighten the interest of the financial commumty in the Company and potentlally broadcn the
pool of investors that may consider investing, or be able to invést, in the Company by increasing the
trading price of our common stock and decreasing the number of outstanding shares of our common
stock. ' ' o ' o ‘

¢ It could help to attract institutional investors who have internal policies that either prohibit them from - -
< purchasing stocks below a certain minimum price or tend to discourage individual brokers from '
. recommending such stocks to their customers. o

oIt may also encourage investors who had prev1ous1y been dissuaded from purchasmg our Company s
- cornion stock because commissions on lower-priced stocks generally represent a higher percentage of
the stock price than commissions.on hlgher-prrced stocks. S : :

For the foregoing reasons, we areasking our s‘tockholders to apprOVe the Reverse Stock Split’Amendment
authorizing a reverse stock split and to grant the Board the discretion to determine the exchange ratio and effect
the reverse stock split at any time prior to the Company’s 2012 Annual Meeting of Stockholders.

Possible Effects of the Reverse Stock Split

~ Below are a number of pos51b1c effects of the reverse stock split, among others, that our “Board of Drrectors
has considered i in adopting the resolution approving the Reverse Stock. Split Amendment There ‘may be other
effects of the reverse stock spht in addltlon to those descrrbed below _

. Immedlately after the reverse stock split is 1mp1emented Company common stockholders w111 own
. fewer shares than they currently own. By reducing the number of shares outstanding without a
correspondmg reductlon in the number of shares authorized but unissued common stock, the reverse
stock split will have the effect of increasing the number of authorized but unissued shares. The
Company does not currently have any plans to issue any of the authonzed but unissued shares of
common stock that would become available for issuance if the reverse stock split of our outstanding
shares of common stock is approved by our stockholders and subsequently effected by the Board. Any
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outstanding options or warrants would also be adjusted by the same split ratio. The following table
shows the number of shares that would be (a) issued and outstanding, (b) authorized and reserved for -
issuance upon the exercise of outstanding capital stock options and warrants, vesting of nonvested
shares, issuance of shares under the Directors’ Deferred Compensation Plan, and conversion of '
convertible notes and preferred stock, and (c) authorized and unreserved for issuance, in each case
upon the implementation of the reverse stock split at each ratio from 1-for-2 to-1-for-10 based on our

capitalization at-December 31, 2010.

. Shares
Authorized
©o. and © - Shares e e
; Shares Reserved Authorized o
’ Issued and for and Total ~ *
As of December 31, 2010 - Outstanding Issuance® ° - Unreserved - Authorized
Pre-split .........:.... S S 111,885,759 42,182,745 95,931,496 '2}50,000,‘000‘
If 1-for -2 stock split enacted . . . . e io..o.an 55942,8800 21,091,373 172,965,747 250,000;000
If 1-for -3 stock split enacted .................... 37,295,253 14,060,915 198,643,832 250,000,000
If 1-for -4 stock splitenacted ...................:. 27,971,440 10,545,686 211,482,874 250,000,000
- If 1-for -5 stock split enacted .. .....:....00. . 0... 22,377,152 - 18,436,549 219,186,299 250,000,000
If 1-for -6 stock splitenacted .................... 18,647,627 -.. 7,030,458 224,321,915 250,000,000
If 1-for -7 stock splitenacted .................... 15,983,680 6,026,106 227,990,214 250,000,000
If 1-for -8 stock split enacted . . . ... e eeae e 13,98,5,720,, 5,272,843 230,741,437 250,000,000
If 1-for -9 stock split enacted ... ... e oneee 12,431,751 4,686,972 232,881,277 250,000,000
If 1-for ‘-10_st('_)ck splitenacted ... . .. l__; ..... e S 11,188,576 4,218,275 ' 234',593:,'149 250,000,000

(1) Shares which are authorized and reserved for issuance upon the exercise of outstanding options and * -
warrants, vesting of nonvested shares, issuance of shares under the Directors’ Deferred Compensation Plan,

and conversion of convertible notes and preferred stock.

Although the Board expects that the reduction in outstanding shares of common stock will result in an
increase in the per share price of the Company’s common stock, there is no assurance that such a result will
occur. Similarly there is no assurance that if the. per share price of the Company’s common stock increases as a
result of the reverse stock split, such increase in the per share price will be:permanent, which will be dependent
on several factors. o

* Should the per share price of our common stock decline after implementation of the reverse stock split,
the percentage decline may be greater than would occur in the absence of the reverse stock split.

* The anticipated resulting increase in per share price of the Comipany’s common stock due to the reverse
stock split is expected to encourage interest in the Company’s common stock and possibly promote
greater liquidity for-our stockholders. However, such liquidity could also be:adversely affected by the
reduced number-of shares that would be-outstanding after the reverse stock split. -

* The reverse stock split could be viewed negatively by the market and, consequently, could lead to a
decrease in our overall market capitalization. It is often the case that the reverse-split adjusted stock
price and market capitalization of companies that effect a reverse stock split decline.

. * Oneof the purposes for the proposed reverse stock split is to comply with the continued listing
standards for The NASDAQ Capital Market. However, there can be no assurance that the reverse stock
split alone will guarantee or even help our continued listing on The NASDAQ Capital Market. If we
are unable to continue to list our common stock on The NASDAQ Capital Market, our liquidity and -
stock price may be negatively affected. \ h ‘ , : '

*  The number of shares held by each individual stockholder will be reduced if the reverse stock split is
implemented. This will increase the number of stockholders who hold less than a “round lot,” or
100 shares. Typically, the transaction costs to stockhorlders selling “odd lots” are higher on a per share
basis. Consequently, the reverse stock split could inci'eas_é the transaction costs to existing stockholders
in the event they wish to sell ali or a portion of their shares. ' o '
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Procedures for Effecting the Reverse Stock Split.and Filing the Reverse Stock Split Amendment

If the stockholders approve the Reverse Stock Split Amendment and thé Board subsequently determines that
it is in the Company’s and the'stockholders’ best interests to effect a reverse stock split, our Board will then °
determine the ratio of the reverse stock split to be implemented. Any such split will become-effective upon the
filing of the Reverse Stock Split Amendment with the Secretary of State of the State of Delaware. The actual
timing of any such filing will be made by the Board at such time as the Board believes to be most advantageous
to the Company and its stockholders. '

Fractional Shares

No fractional shares of common stock would be issued as a result of the reverse stock split, if any. Each .
holder of common stock at the effective time of the reverse stock split, if any, who would otherwise be entrtled to
a fractional shiare shall, in lieu thereof;, receive a cash payment equal to x) thé fractional shafe amotint multlphed
by y) the product of (i) the average of the high and low tradmg prices of the common stock as reported on The
NASDAQ Capital- Market or other pnnmpal ‘market of the-common'stock, as applicable, durmg each of the ten
(10) trading days 1mmed1ate1y preceding the date of the reverse stock spht -and (ii) the reverse stock split ratro as
determined by our Board. Except for thé right to receive the cash payment in liew of fractional shares,
stockhiolders will not have any*voting, dividend-or other nghts W1th respect to the fractronal shares they would
otherwise be entitled to receive.

Exchange of i)féLRe&érsé’ Stock Split Sha’res’ w1th Pos:t;Revers’emStock Split S‘hares“ S
~If'we 1mplement areverse stock split, our transfer agent will act as ouf exchange agent to‘act for holders of

cominion stock in iftiplementing the exchange of their" pre—reverse stock spht shares for post-reverse stock spht
shares. a

Registered Book Entry Stockholder. Holders of common stock holding all of their shares electronically in.
book-entry form with the Company’s transfer agent do not need to take any actlon (the exchange w111 be '
automatie) to receive post-reverse stock’ spht shares ‘ )

Registered Certificated Stockholder. Some of our stockholders hold their shares in certificate form or a
combination of certificate and book-entry form. If any of your shares are held in certificate form, you will receive -
a transmittal letter from the Company’s transfer agent as soon as practicable after the effective date of the reverse
stock split. The letter of transmittal ‘Will contain instructions on how to surrender your certificate(s) representing
your pre-reverse stock split shares to the‘transfer agent. Upon réceipt of your pre-réverse stock split certificate(s), -
you will be issued the appropriate’ number of 'shares electromcally in book-entry form under the Direct
Registration System (“DRS™)."No new shares in book-entry form will be reflected until you surrender your
outstanding pte-réverse stock split certificate(s), together Wwith the propetly completed and executed letter of
transmittal, to the transfer agent. At any time after receipt of your DRS statement, you may request a stock -
certificate representing your ownership interest.

STOCKHOLDERS SHOULD NOT DESTROY ANY STOCK CERTIFICATES AND SHOULD NOT
'SUBMIT ANY CERTIFICATES UNTIL REQUESTED TO DO SO.

Accounting Matters

The reverse stock split is not expected to affect total stockholders’ deficit on our consolidated balance sheet.
However, because the par value of our common stock will remain unchanged on the effective date of the reverse
stock split, the components that make up total stockholders’ deficit will change by offsetting amounts. The stated
common stock component will be reduced, and the additional paid-in capital component will be increased by the
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amount by which the stated common stock component is’rediiced. The per-share net loss and net book value'of
our common stock will be increased:because there will be fewer shares .of our common stock outstanding, Net
loss per share amounts in prior penods w1ll be restated to reflect the reverse stock split. The Company does not
anticipate that any other accountmg consequences would arjse.as result of the reverse stock :split.

Documents Incorporated By Referenc’éf’" ‘ S ‘ e
The financial statements in our Annual Report on Form 10-K for the year ended December 321; 2010 are.

incorporated herein by reference for purposes of stockholder consideration of this Proposal 2.

Potential Antr-Takeover Effect Possrble Dilution - NS ‘_ o

The i 1ncrease in the number of umssued authonzed shares avallable to be 1ssued could under certam
crrcumstances have an antr-takeover effect. For example shares could be 1ssued that would dllute the stock ,
ownersh1p of a person seeking to effect a change in the composition of our Board of Dlrectors or. contemplatmg a
tender offer-or other transaction for the combmatlon of the Company with another ‘company. The reverse stock.
spht proposal is not bemg proposed in response to any effort of which we are aware to accumulate shares of our .
common stock or obtain control of us, nor is it part of a plan by management to recommend a-series of similar
amendments to our Board of Directors and stockholders. e T

P

A

The holders of our common stock do not have preemptive rights to subscribe for additional securities that
may be issued by the Company, Wwhich means'that ciirrent stocktiolders do not havé a prior right to purchase any
additional shares from time to time issued by the Company. Accordingly, if our Board of Directors elects toissue
additional shares of common stock, such issuance could have a dilutive effect on the earnings per share, voting -
power and equity ownershlp of current stockholders.

NoApPralsalnghts T T e e g

Under Delaware law our stockholders are not entltled to apprzusal nghts w1th respect to the reverse stock
split, and we will not independently prov1de stockholders with any such nght :

Board Dlscretlon to Implement the Reverse Stock Spllt

If the proposed reverse stock. spht is. approved at the 2011 Annual Meetmg, our Board of Dn'ectors may, in - .
its sole discretion, at any time prior to the 2012, Annual Meeting of Stockholders, determine the ratio for the. spht .
based on the parameters in this proposal, and authonze the filing of the Reverse Stock: Split: Amendment with the. -
Secretary.of State of the State of Delaware Notw1thstand1ng the approval of the form of the Reverse:Stock Split ...
Amendment at the 2011 Annual Meetmg, our Board of Dtrectors may, in its sole discretion, determme not.to
1mplement the reverse stock split. o

L »."A:::“ .

Vote Required

T Q-approve: Proposal 2, stockholders holdmg a maJonty of the outstandmg shares of Agenus common stock
must vote FOR Proposal 2. Abstent1ons and. “broker non-votes” w111 have the same effect as-avote AGAINST
Proposal 2 v ae - E e P areuar . . N N . B PP - - -

The Board of Directors recommends a vote FOR Proposal 2.
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- PROPOSAL 3—TO AMEND OUR DIRECTORS’ DEFERRED COMPENSATION PLAN -
(AS AMENDED) TO INCREASE THE NUMBER OF SHARES AUTHORIZED FOR ISSUANCE
UNDER SUCH PLAN

The Board has adopted subject to stockholder approval an arnendment to our DDCP to mcrease the S
number of shares of our common stock available for issuance under the DDCP from 450,000 shares to 750 000 ..
shares. The current amount of shares. available for issuance under the DDCP is insufficient to enable the -
Company to continue operation of the DDCP. We believe the DDCP is beneficial to the Company and
stockholders in enabling us to preserve our cash flow. s : -

The following summary of the DDCP is qualified in its entirety by reference to the full text of the DDCP
and the proposed amendment to the DDCP. The DDCP, as amended, is filed as Exhibit 10.1 to our Current
Report on Form 8-K (File No. 0-29089 filed on June 11, 2007). The Third Amendment to the DDCP is filed as
Appendix E to.our Deﬁmtlve Proxy Statement on Schedule 14A filed on Aprll 27, 2009. The Fourth Amendment
to the DDCP is filed as Exhibit 10.1 to our Current Report on Form 8-K (File No. 0- 29089 filed on December 14,
2010). The proposed amendment to our DDCP is included as Appendlx B to this proxy statement.

The DDCP allows each member of the Board who is not also an officer or érﬁployee of the Company to
defer receipt of all or a portion of the cash compensation payable to him or her for service on our Board.
Compensation may be deferred until termination of service as a director or, subject to certain restrictions, such
other date as may be specified by the director. All of our current directors, except Dr. Garo H. Armen, Ph.D., are
eligible to participate in the DDCP. The DDCP is currently administered by the Company’s Chief Financial
Officer, who has sole responsibility for interpreting the plan.

A director may elect to participate in the DDCP no later than September 30 of the year before the calendar
year in which the deferral of compensation will begin and will designate to defer 25, 50, 75 or 100 percent of his
or her total cash compensation. A deferral account is established for each participating director, which consists of
a subaccount for amounts earning interest, denominated on a dollar basis (the “cash account”), and a subaccount
for amounts invested in hypothetical shares of our common stock, which is denominated on a share basis (the
“stock account”). Pursuant to the deferral agreement, each participant indicates the percentage of future deferrals
to be invested in the cash account and the stock account, which investments occur on a quarterly basis. Amounts
deferred to the cash account bear interest at the rate paid on one-year Treasury bills. Amounts deferred to the
stock account are converted on a quarterly basis into a number of units representing shares of our common stock
equal to the amount of compensation which the participant has elected to defer to the stock account divided by
the applicable stock price for our common stock (the average closing price of our common stock for all trading
days during the applicable calendar quarter as reported by The NASDAQ Capital Market or as reported by
another system or organization selected by the administrator of the DDCP). A participant with amounts held in
the stock account will be eligible for cash and stock dividends in the form of stock units on the date we pay any
such dividends on shares of our common stock. Upon a stock dividend, recapitalization, merger, consolidation, or
other change affecting common stock, an appropriate adjustment shall be made to each participant’s stock
account. The stock account is maintained for bookkeeping purposes only. Prior to receiving a distribution of the
stock account, units representing shares distributed to a participant’s stock account are not considered actual
shares of our common stock for any purpose, and a participant will have no right as a stockholder with respect to
such units.

Distributions from the deferral account will be paid in a lump sum or in annual installments for a period of
up to five years and commence in the calendar year following a participant’s termination of service as a director
or, subject to certain restrictions, such other calendar year as may be specified by the participant. Distributions
consist of (a) cash in the amount credited to the participant’s account (prorated, if paid in installments) and
(b) the number of shares of our common stock equal to the number of units credited to his or her stock account
(prorated, if paid in installments). Prior to distribution, units representing shares credited to a participant’s stock
account are only considered outstanding in calculating our earnings per share and a participant has no rights as a
stockholder with respect to such shares.
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The DDCP is unfunded, and the Company has no obligation to set aside, segregate, or deposit any funds or
+ assets of any kind to meet its obligations under the plan. The rights of any participant, beneficiary, or other

person under the DDCP will be solely those of a general unsecured creditor of our Company. If a participant
would receive a payment from his or her stock account in excess of the number of shares remaining under the
DDCP, the participant shall receive cash. The Company may, without the consent of any participant, beneficiary,
or other person-amend the DDCP at any time, but no amendment may reduce the amount previously credited to a:
participant’s deferral account. The Company may terminate-the DDCP at any time, and the-Company may, in its
discretion, distribute amounts-according to the participant’s'deferral election or in a lump 'sum-as soon as '
practicable after the plan’s termination date. - e Co e T '

Vote Required .
To iipprqve Proposal 3, stockholders holding a maj_on'ty of Agenus common stock presenf or réprésentéd by’
proxy-at the 2011 Annual Meeting and voting on the matter must vote FOR Proposal 3. Abstentions ‘and “broker

non-votes” will not be céunted as votes cast or shares voting on Proposal 3 and will have no effect on the vote.

The Board of Directors recommends avote FOR Proposal 3.
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PROPOSAL 4—TO RATIFY THE APPOINTMENT OF KPMG LLP AS OUR INDEPENDENT
; REGISTERED PUBLIC ACCOUNTING FIRM FOR THE FISCAL YEAR ENDING
DECEMBER 31, 2011 '

Our Audlt and Flnance Commlttee has selected KPMG LLP as our 1ndependent reg1stered public accountmg
firm for the ﬁscal year endlng December 31, 2011. Although stockholder approval of the selection of KPMG
LLP is not requ1red by law, our Board of Directors believes that it is adv1sab1e to give stockholders an
opportunity to ratify this selection.

If stockholders do not approve this proposal at the 2011 Annual‘Meetirlg; our Audit and Finance Committee
will reconsider their selection of KPMG LLP. If stockholders do ratify this appointment, the Audit and Finance
Committee, which has direct authority to engage our independent registered public accounting firm, may appoint
a different independent registered public accounting firm at any time during the year if the Audit and Finance
Committee determines that the change would be in the best interests of Agenus and our stockholders.

The Audit and Finance Committee has approved all services provided to Agenus by KPMG LLP during
2010. Representatives of KPMG LLP are expected to be present at the 2011 Annual Meeting. They will have the
opportunity to make a statement if they desire to do so and will also be available to respond to appropriate
" questions from stockholders.

Audit Fees

Fees incurred by us for professional services rendered by KPMG LLP for the audit of the annual
consolidated financial statements and of the effective operation of internal control over financial reporting,
included in our Annual Report on Form 10-K, for the reviews of the consolidated financial statements included in
our Forms 10-Q and for comfort letters, consents and review of registration statements were $342,100 for 2010
and $445,300 for 2009.

Audit-Related Fees

Fees paid to KPMG LLP for the audit of our 401(k) Retirement Plan were $25,800 in 2010 and $25,800 in
20009.

Tax Fees

Fees paid to KPMG LLP associated with tax compliance and tax consultation services for Antigenics
Therapeutics Ltd. were 1,000 Euros in 2010 and $0 in 2009.

All Other Fees
We paid no other fees to KPMG LLP for 2010 or 2009.

Pre-Approval of Audit and Non-Audit Services

All of the KPMG LLP fees for 2009 and 2010 shown above were pre-approved by the Audit and Finance
Committee. The Audit and Finance Committee pre-approves all audit and other permitted non-audit services
provided by our independent registered public accounting firm. Pre-approval is generally provided for up to one
year, is detailed as to the particular category of services and is subject to a monetary limit. Our independent
registered public accounting firm and senior management periodically report to the Audit and Finance
Committee the extent of services provided by the independent registered public accounting firm in accordance
with the pre-approval, and the fees for the services performed to date. The Audit and Finance Committee may
also pre-approve particular services on a case-by-case basis.
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Vote Required.

To approve Proposal 4, 4 majority of the Votes cast by stockholders present in person or by proxy and voting
on the matter must vote FOR Proposal 4. If your shares are held by your broker in “street name,” and you do not
vote your shares, your brokerage firm has authority to vote your unvoted shares on Proposal 4. If the broker does
not vote your unvoted shares, there will be no effect on the vote because these “broker non-votes” are not
considered to be voting ‘on the matter. Abstentions and “broker non—votes” w1ll not be counted as votes cast or
shares voting on Proposal 4, and will héve no effect on the vote. '

The Board of Dirjec{ors,_recpmmends a vote FOR Proposal 4. )

_\ %
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PROPOSAL 5—TO HOLD AN-ADVISORY VOTE ON THE: COMPENSATION OF THE COMPANY’S
NAMED EXECUTIVE OFFICERS

The Company is providing stockholders with the opportunity at the-2011.Annual Meeung to vote on.the
followmg advisory resolution, commonly known as “Say-on-Pay”:

... RESOLVED, that the stockholders of the Company approve, in a non—blndmg, adv1sory -vote, the
compensatlon of the’ Company s, named executlve officers as dlsclosed in the Company’s proxy statement
under the headmgs “Compensatlon stcussron and Analysis” and “Executlve Compensation Tables”,

As described above in the Compensation Discussion and Analysis section of this proxy statement, the
Compensation Committee has structured our executive compensation program to‘provide an overall
compensation package that enables us to attract and retain talented employees, provide incentiVés ‘for
performance and create long-term value for our stockholders. The Company’s executive compensation programs
have a number of features designed to promote these objectives.

The Board urges stockholders to réad the Compénsation Discussion and Analysis beginning on page'17 of
this proxy statement, which describes in more detail how the Company’s executive compensation policies and
procedures operate and are de51gned to achieve our co pensatlon ob_]ectlves as.well as the Summary
Compensation Table and other related compensatlon tables and narrative,.appearing on pages 30 through 40 of
this proxy statement, which provide detailed 1nformat10n on the compensation of our named executive officers.
The Compenisation Cominiittee and the Board believe that the- policies and'procedures articulated in the:
Compensation Discussion and Analysis are effective in achieving our goals and that the compensation of our
named executive officers reported in this proxy statement reflects and supports these compensation policies and
procedures. :

Wh11e the vote is adylsory, the Board and the Compensatlon Comrmttee w111 con51der the outcome of the
vote when considering future executive compensatlon arrangements.

Vote Requ1red

To approve Proposal 5, stockholders holdmg a ma_]onty of Agenus common stock present or represented by
proxy at the 2011 Annual Meeting and voting on the matter must vote FOR Proposal 5. Abstentions and “broker
non-votes” will not be counted as votes cast or shares voting on Proposal 5 and will have no effect on the vote.

a »,;The Bq(zrd 'o:f:Di;rectors récomrnehds avote FOR Pfoposal 5.
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“PROPOSAL 6—TO HOLD AN ADVISORY VOTE ON THE FREQUENCY OF FUTURE ADVISORY
VOTES ON THE COMPENSATION OF THE COMPANY’S NAMED EXECUTIVE OFFICERS

The Company is providing stockholders -with'thé opportumty at'the 2011 Annual Meetmg to vote on the
following advisory resolution, commonly known as “Say-on-Frequency”: o

RESOLVED, that the stockholders of the Company approve ina non-bmdmg, adv1sory vote that the
- frequency with which the stockholders ‘of the Company shall have an adv1s0ry vote ‘on the! compensatron of
the Company’s named executive officers set forth in the Company S pioxy statement is:

. Choice 1 - Every year; . .
Choice 2 - Every two.years; .
. Choice 3 ~ Every., three years or
- Choice. 4 - Abstain. .

The Board believes that voting every three years on “say on-pay would be the chorce best surted for the
. . Company. The reasons for the Board’s recommendation include the following: '

* ' A triennial vote will grve the Company’ s stockhiolders the opportunity to ‘moré: fully assess the success
or failure of the Company’s 1ong=teim compensatlon strategles and the related busmess outcomes with
* the hmds1ght of three: years of corporate performance '

. A three- year vote cycle allows sufﬁc1ent time for our Board to rev1ew and respond to stockholders
views on executive compensatron and to implement changes, if necessary, to our.executive . .. .. .-
.- compensation program; . e .

* As apractical matter, any changes to our executive compensation program that were responsive tO
stockholder concerns would not be fully disclosed and reflected in the Compensation Discussion and
- Analysis and Executive Compensatlon sectrons of the Proxy Statement until the second year followmg
an unfavorable “Say-on-Pay” vote;

* A triennial vote is consistent with the three year vesting schedule of the Company’s equrty awards and

~ * Atriennial vote, while less frequent than Choices 1 or 2, would still provide a regular, consrstent means
- for the Company s stockholders to provrde feedback to the Board regardmg the Company s executlve
compensatron programs '
, [N T
While the vote is advisory, the Board and the Compensation Commrttee will consider the outcome of the
vote when considering how frequently to hold “say-on-pay” advisory Votes in the' ‘future.

Vote Required

For Proposal 6, the option of one year, two years, or three years that receives the highest number of votes
cast by stockholders will be considered by the Board of Directors when determining the frequency of future
advisory votes on executive compensation. Abstentions and “broker non-votes” will not be counted as votes cast
or shares voting on Proposal 6 and will have no effect on the vote.

The Board of Directors recommends a vote FOR holding an advisory vote on executive compensation every
THREE years.
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REPORT OF THE AUDIT AND FINANCE COMMITTEE

The Audit and Finance Committee of the Board consists entlrely of independent directors who are not
officers‘or employees of Ageniis. The Board has adopted a written charter for the Audit and Finance Committee,
the current version of which is available on our website at Attp: //www agenusbio. com/mvestors/corporate No
material on our website is part of this proxy statement. : :

In the course of its oversight of the Company’s reporting process, the Audit and Finance Committee of the
Board has (1) reviewed-and discussed with management the Company’s audited consolidated financial "
staterients-and management’s assessment of the effectiveness of internal control over financial reporting for the
fiscal year ended Decembet 31, 2010, (2) discussed with KPMG LLP; our independent registered public *
accounting firm, the matters required to be discussed by Statement on Auditing Standards No. 61, R
Communication with Audit Committees, and (3) received the written disclosures from the auditors required by
the Public Company Accounting’Oversight Board independence afid ethics rule, Rule 3526, Communication with
Audit Committees Concerning Independence, discussed with the auditors their indepenidence, and considered -
whether the pr0v1810n of permissible non- aud1t services by the audltors is compatlble with maintaining thelr
mdependence o :

Based on the foregoing review and discussions, the Audit and Finance Committee recommended to the
Board that the audited consclidated financial statements be includéd in the Company s Annual Report on
Form 10- K for the year ended December 31, 2010 for filing w1th the SEC

By the Audit and Fmance Comnnttee
Brian Corvese, Chair

Tom Dechaene
John Hatsopoulos
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) ADDITION AL INFORMATION

Stockholder Proposals for 2012 Annual Meeting of Stockho]ders .

- Proposals to be mcludea' in the proxy statement Under SEC rules, if a stockholder wants us to mclude a:
proposal in our proxy. statement and form of proxy for, presentation at our 2012 Annual Meeting of Stockholders,
the proposal must be received by us, attention: Corporate Secretary, at our principal offices by December 31,
2011.

Other proposals (not to be included in the proxy statement). Under our by-laws; a stockholder must follow.
certain procedures to nominate persons for election as directors or to introduce an item of business at an annual
meeting of:stockholders. Am@ng other requirements, these procedures: require any nomination or proposed item
of business to be submitted. in writing to .our Chairman. of the Board or Corporate Secretary at our principal
executive offlces Assuming our 2012 Annual Meeting of Stockholders is not more than 30 days before or 30
days a.fter June 15, 2012, if you wish to bring business before the 2011 Annual Meeting of Stockholders, you
must glve us written notice by. Apnl 2,2012.., . . ; .

However, 1f at least 60 days notice or pnor public disclosure of the date of the 2012 Annual Meeting of
Stockholders is given or made and the date of the 2012 Annual Meeting of Stockholders is not within 30 days
before or after June 15, 2012, notice by the stockholder must be received 45 days prior to the date of the 2012
Annual Meetmg of Stockholders If less than 60 days’ notice.or prior public disclosure of the date of the 2012
Annual Meeting of Stockholders is given or made and the date of the 2012 Annual Meeting of Stockholders is
not within 30 days before or after June 15, 2012, notice by the stockholder must be received no later than 15 days
after the date Agenus sends notice of the 2012 Annual Meeting of Stockholders. If a stockholder fails to provide
timely notice of a proposal to be presented at the 2012 Annual Meeting of Stockholders, the proxies designated
by the Board will have discretionary authority to. vote on the proposal.

Householding of Meeting Materials

Some banks, brokers, and other nominee record holders may be participating in the practice of
“householding” proxy statements and annual reports. This means that only one copy of our proxy statement or
annual report may have been sent to multiple stockholders in your household. We will promptly provide a
separate copy of either document to you if you contact Investor Relations at Agenus Inc., 3 Forbes Road,
Lexington, MA 02421, or telephone or e-mail Investor Relations at 800-962-2436 or IR@ agenusbio.com. If you
want to receive separate copies of the annual report and proxy statement in the future or if you are receiving
multiple copies and would like to receive only one copy for your household, you should contact your bank,
broker or other nominee record holders, or you may contact us.

Documents Incorporated by Reference

The financial statements from our Annual Report on Form 10-K for the year ended December 31, 2010 are
herein incorporated by reference for the limited purpose of furnishing such financial statements in connection
with the consideration by the stockholders of Proposal 2.
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- : _ ;. APPENDIX A - Leno
REVERSE STOCK SPLIT AMENDMENT

CERTIFICATE OF SECOND AMENDMENT -
"TOTHE *~ ‘
AMENDED AND RESTATED CERTIFICATE OF ]NCORPORATION

AGENUS INC.,, a corporation orgamzed and ex1st1ng under the laws of the State of Delaware, hereby
certifies as follows: I R

1. The name of the corporation is Agenus Inc. (the “Corporation”). The Corporation’s original Certificate of
Incorporation was filed with the Secretary of State of the State of Delaware on November 10, 1999 (the
“Certificate of Incorporation™). The Certificate of Incorporation was amended and restated on June 7, 2002 (the
“Restated Certificate™), which was further amended on June 15, 2007 by a Certificate of Amendment (the “First
Amendment,”) and on January 6, 2011 by a Certificate of Ownership and Merger (the “Name Change
Amendment,” and the Restated Certificate, as amended by the First Amendment and the Name Change
Amendment, the “Amended Certificate”). This Certificate of Second Amendment (the “Second Amendment”)
amends certain provisions of the Amended Certificate, and has been duly adopted in accordance with the
provisions of Section 242 of the General Corporation Law of the State of Delaware.

2. The Board of Directors.of the Corporation has duly adopted a resolution, pursuant to Section 242 of the
General Corporation Law of the State of Delaware, setting forth the following amendments to the Amended
Certificate, and declaring the Second Amendment to be advisable.

3. This Second Amendment was duly adopted by the vote of the stockholders holding the requisite number
of shares of outstanding stock of the Corporation entitled to vote thereon in accordance with the provisions of

Sections 216 and 242 of the General Corporation Law of the State of Delaware.

4. The Amended Certificate is hereby amended by adding the following provision to the end of
Article Fourth:

“REVERSE STOCK SPLIT

As of 12:01 A M. (Eastern Time) on [DATE] (the “Effective Time”), each issued and outstanding share of
the Corporation’s Common Stock (including each share of treasury stock, collectively, the “Pre-Split Stock™)
shall automatically and without any action on the part of the holder thereof be reclassified as and reduced to
[ 1'of ashare of Common Stock (such reduction of shares designated as the “Reverse Stock Split”). The
par value of the Corporation’s Common Stock following the Reverse Stock Split shall remain $0.01 per share.
Each holder of a certificate or certificates of Pre-Split Stock shall be entitled to receive, upon surrender of such
certificates to the Corporation’s transfer agent for cancellation, a new certificate or certificates for a number of
shares equal to such holder’s Pre-Split Stock divided by [ 11, with any fraction resulting from such
division rounded down to the nearest whole number (in each case, such fraction, if any, being a “Fractional
Share”). No Fractional Shares will be issued for Pre-Split Stock in connection with the Reverse Stock Split. Each
holder of Pre-Split Stock at the Effective Time who would otherwise be entitled to a Fractional Share shall, in
lieu thereof, receive a cash payment equal to x) the Fractional Share multiplied by y) the product of (i) the
average of the high and low trading prices of the Common Stock as reported on The NASDAQ Capital Market or
other principal market of the Common Stock, as applicable, during each of the ten (10) trading days immediately
preceding the date of the Effective Time and (ii) | 1n”

5. This Second Amendment shall be effective as of 12:01 A.M. (Eastern Time) on [DATE)] in accordance
with the provisions of section 103(d) of the General Corporation Law of the State of Delaware.

1 The ratio for the reverse stock split will be selected by our Board within the range approved by our
stockholders.



6. Except as set forth in this Second Amendment, the Restated Certificate remains in full force and effect.

IN WITNESS WHEREOF, the undersigned has duly executed this Second-Amendment in the name of and
on behalf of the Corporation on this day of 5,20

Garo H. Armen
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APPENDIX B _
FIFTH AMENDMENT TO DIRECTORS’ DEFERRED COMPENSATION PLAN

Pursuaﬁt to Section 4.1 of the Agenus Inc. Directors’ Deferred Compensation Plan, as amended (the
“Plan”), Agenus Inc. (the “Corporation”) hereby amends the Plan as follows, effective June 15, 2011:

2. The first sentence of Section 2.6 shall be deleted and replaced in its entirety with the following: “The
aggregate number of shares of common stock which have been reserved for issuance under this plan is 750,000.”

IN WITNESS WHEREOF, the Corporation has caused this Fifth Amendment to be executed in its
name and behalf by its officer hereunto duly authorized.

Dated: ,2011

AGENUS INC.
By:

Name:

Title:
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