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PART I

Except for historical information contained herein, this annual report on Form 10-K contains forward-looking statements within the meaning
of the Section 21E of the Securities and Exchange Act of 1934, as amended, which involve certain risks and uncertainties. Forward-looking
statements are included with respect to, among other things, the Company s current business plan, Risk Factors , and Managements
Discussion and Analysis of Financial Condition and Results of Operation . These forward-looking statements are identified by their use of

such terms and phrases as  intends, intend, intended,  goal, estimate, estimates, expects,  expect, expected,
project,  projected,  projections,  plans,  anticipates, anticipated,  should, designed to,  foreseeable future,
believe, believes and scheduled and similar expressions. The Company s actual results or outcomes may differ materially from those

anticipated. Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date the
statement was made. The Company undertakes no obligation to publicly update or revise any forward-looking statements, whether as a result of
new information, future events or otherwise.

Item 1. Business

Unless the context otherwise requires, as used in this annual report, the terms Bioenvision, = Company, our, or we refer to Bioenvision, Inc. and ;
subsidiaries.

Overview

We are a product-orientated biopharmaceutical company primarily focused upon the acquisition, development, and marketing of
compounds and technologies for the treatment of cancer. Our product pipeline includes Evoltra® (clofarabine) which
has marketing approval in both the European Union ( E.U. ) and United States ( U.S. ) for the treatment of pediatric
relapsed or refractory acute lymphoblastic leukemia, Modrenal® (trilostane), which has marketing approval in the
United Kingdom ( U.K. ) for the treatment of post-menopausal breast cancer following relapse to initial hormone
therapy, and other products.

On May 29, 2007, we entered into an Agreement and Plan of Merger (the Merger Agreement ) with Genzyme Corporation, our North
American co-development partner for clofarabine ( Genzyme ) and Wichita Bio Corporation, a wholly-owned
subsidiary of Genzyme ( Wichita Bio ). We are holding a special meeting of our stockholders to vote on this proposed
merger, which is currently scheduled for October 4, 2007. The merger is the second and final step in the proposed
acquisition of Bioenvision by Genzyme. The first step was the tender offer for all of the outstanding common stock
and all of the outstanding preferred stock of Bioenvision, which expired on July 10, 2007. Pursuant to the tender
offer, Wichita Bio purchased 8,398,098 shares of common stock, representing approximately 15.3% of the
outstanding shares of our common stock as of the date hereof, and 2,250,000 shares of preferred stock, representing
100% of the outstanding shares of our preferred stock as of the date hereof. Following the tender offer and as of the
date hereof, Genzyme beneficially owns approximately 22 % of the outstanding shares of Bioenvision common stock
on an as-converted basis, including all outstanding shares of Bioenvision preferred stock. If the merger is completed,
Wichita Bio, will be merged with and into Bioenvision, we will become a wholly-owned subsidiary of Genzyme and
each share of our common stock issued and outstanding immediately before the merger, other than treasury shares,
shares for which appraisal rights have been perfected and shares held by Genzyme or Wichita Bio, will automatically
be canceled and will cease to exist and will be converted into the right to receive $5.60 in cash, without interest. See
"Factors Relating to the Proposed Merger with Genzyme'' beginning on page 10.

Our Products

Evoltra® (CIOfal‘abiHE)

Evoltra® is our lead product. In May 2006 the European Medicines Agency (the EMEA ) approved Evoltra® for the
treatment of acute lymphoblastic leukemia (ALL) in pediatric patients who have relapsed or are refractory to at least
two prior regimens. The licensed indication includes patients who were less than 21 years of age at the time of initial
diagnosis of their leukemia. Evoltra® has been granted orphan drug designation (ODD), providing marketing

Our Products 4
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exclusivity for 10 years in Europe, which 10-year period commenced in May 2006 upon our receipt of E.U. marketing
approval. We have a direct sales force in the U.K. and a dedicated sales force through Innovex, an affiliate of
Quintiles Corporation, in several other countries within the E.U. Subject to the outcome of the merger, we plan to
increase either our direct sales force or our dedicated sales force through Innovex as we continue to work through
reimbursement procedures and expand our marketing initiatives to exploit new commercial opportunities within the
E.U.

On February 7, 2007, we announced that we filed with the EMEA to expand the Evoltra® (clofarabine) label to include the treatment of acute
myeloid leukemia (AML) in patients who are greater than or equal to 65-years-old and have one or more of the following: adverse cytogenetics,
secondary AML, aged greater than or equal to 70 years, or have one or more significant comorbidity. This new target indication, if approved,
represents a

Evoltra® (Clofarabine) 5
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significant increase in the size of the potential market available to Evoltra®. In addition, we have ODD in this new target indication may provide
further market exclusivity in the EU.

On August 16, 2007, we announced that, in connection with the status of our application to the EMEA to include a new indication for

clofarabine for the treatment of adult AML in elderly patients who have one or more of the following: adverse cytogenetics, secondary AML, >
70 years old or significant co-morbidities and who are therefore not considered suitable for intensive chemotherapy, the EMEA has agreed to
accept supplemental information from us by November 16, 2007. This timeframe will enable us to prepare a more comprehensive response to

the EMEA, including interim data from the ongoing, multicenter AML-16 trials that have been initiated by the National Cancer Research

Institute ( NCRI ). We currently anticipate that in December 2007 the Rappasteur will provide its assessment report and that in January 2008 the
EMEA will either provide us with an opinion on whether or not we will be granted marketing authorization of clofarabine for this new indication
or provide us with a second Request for Supplemental Information.

It should be noted that the foregoing may be subject to change and the EMEA s assessment report and opinion may require us to provide further
data and/or to attend an oral explanation. The opinion of the EMEA is also required to be adopted by the European Commission as a
pre-condition to the grant of marketing authorization of clofarabine for the treatment of adult AML. In addition, in relation to our variation
application to include this new indication, the EMEA has requested that data from the ongoing AML-16 trials be provided. The AML-16 trials,
sponsored by the NCRI, randomize clofarabine against the standard of care (low-dose cytarabine) for the treatment of elderly patients with adult
AML who are not considered suitable for intensive chemotherapy. We believe we will be able to make data from these trials available to the
EMEA by November 2007. There can be no assurances, however, that this data will be made available to us for its application. The AML-16
trials will not be fully enrolled at the time of submission of our response to the EMEA and there can be no assurances that interim data will be
satisfactory, or that the data itself will be supportive of our application. Further, if the EMEA does not accept this data, we may have to run an
additional randomized study.

In March 2006, we entered into a Marketing and Distribution Agreement with Mayne Pharma Limited ( Mayne ), a public company in Australia,
pursuant to which we have granted and Mayne has received certain marketing rights to sell, market and distribute Evoltra® (clofarabine) in
Australia and New Zealand in certain cancer indications. Mayne was acquired by Hospira, Inc. (NYSE:HSP) in
February of 2007. The opportunity exists for us to enter into similar arrangements around the world, from time to
time, with other marketing and distribution partner(s) who have a fully integrated sales and marketing force in each
such territory to further capitalize on the commercial potential of Evoltrae.

In September 2006, we executed a License Agreement with SRI, pursuant to which we successfully licensed the manufacturing, marketing and
distribution rights to clofarabine in Japan and Southeast Asia (the Japan License ). Since taking on these rights, we have organized Bioenvision
JapanCo., Ltd., a wholly-owned subsidiary of Bioenvision, Inc ( JapanCo ), and appointed a director in charge of corporate and product
development for JapanCo.

In addition to developing Evoltra® for the treatment of adult AML as first-line therapy in elderly patients considered unsuitable for intensive
chemotherapy, we are also developing Evoltra® for use in combination with other agents as induction therapy for patients with AML considered
suitable for intensive chemotherapy.

Also, in conjunction with our North American co-development partner, Genzyme, clofarabine (Evoltra®) is in clinical development for the
treatment of myelodysplastic syndrome (MDS), chronic lymphocytic leukemia (CLL), non-Hodgkin s lymphoma (NHL), solid tumors and as a
preconditioning regimen for transplantation. Although we are currently not directly involved with these programs, Genzyme is required to share
the data generated thereunder in accordance with the terms of our co-development agreement.

We have completed preclinical development of a gel formulation of Evoltra® and have completed enrollment of two Phase I clinical
studies of the gel in healthy volunteers and in patients with severe psoriasis. We are planning further worldwide
development of Evoltra® in autoimmune diseases.

2
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We have an exclusive worldwide license for clofarabine. We granted an exclusive sublicense to Genzyme to co-develop clofarabine for certain
cancer indications in the US and Canada. Genzyme is commercializing clofarabine for certain cancer indications in the US and Canada under

the brand name Clolar®. We hold an exclusive license in the US and Canada for all non-cancer indications. We originally
obtained clofarabine development and commercialization rights under patents held by Southern Research Institute
under a co-development agreement dated August 31, 1998. On May 24, 2007, we entered into an amendment to that
agreement, pursuant to which the parties agreed to modify and/or clarify certain of the economic terms of their
arrangement including, without limitation, terms related to royalties, milestones, profit sharing and assignability
provisions.

In the U.S., in December 2004, the Food and Drug Administration, or FDA, approved clofarabine for the treatment of pediatric acute
lymphoblastic leukemia, or ALL, in patients who are relapsed or refractory to at least two prior regimens of treatment. We believe clofarabine
was the first new medicine initially approved in the U.S. for children with leukemia in more than a decade. Our U.S. partner, Genzyme received
Orphan Drug Designation status for clofarabine in the U.S., providing marketing exclusivity for 7¥2 years, expiring in 2012.

Clofarabine is a purine nucleoside analog, which is a small molecule, that we are developing with Genzyme, our co-development partner, for the
treatment of acute and chronic leukemias, lymphomas and solid tumors. Clofarabine attacks cancer cells by damaging DNA in cancer cells,
preventing DNA repair by damaged cancer cells, damaging the cancer cell s important control structures, and initiating the process of
programmed cell death, or apoptosis, in cancer cells. Clofarabine appears to combine many of the favorable properties of the two most
commonly used purine nucleoside analog drugs, fludarabine and cladribine, but appears to have greater potency at damaging the DNA of
leukemia cells and a broader range of clinical activity.

In Europe, we facilitated an investigator sponsored trial, or an IST, of clofarabine as first line therapy for older adult patients with AML who
were unsuitable for intensive chemotherapy. The IST was closed to recruitment in August 2004 because a 67% overall response rate was
achieved. This response rate was more than three times greater than the expected response rate under the current standard of care for this patient
population and the investigator determined that these positive results warranted accelerated initiation of the Phase II regulatory study of
clofarabine as a first-line treatment for older adult patients newly diagnosed with AML. We completed enrollment of this
Bioenvision-sponsored Phase II regulatory trial (BIOV-121) in February 2006 and we submitted an application for label extension to the EMEA
in February of 2007 based in large part upon this clinical data.

In the U.S. clofarabine is currently being evaluated in numerous ISTs for the treatment of a variety of hematological cancers including AML,
ALL, MDS, CLL and NHL. In addition, commencing in calendar 2007 and 2008, we hope to further investigate clofarabine in European clinical
trials for MDS, AML, CLL, NHL and solid tumor cancer indications. In pre-clinical studies, clofarabine has shown anti-tumor activity against
several human cancers, including cancers of the lung, colon, kidney, breast, pancreas and prostate, as well as its action against numerous
leukemia cells. We believe the initial data from the Phase I clinical trials indicate sufficient possible activity for clofarabine in certain solid
tumor types to warrant further clinical development.

Pursuant to the terms of our co-development agreement with Genzyme, the successor-in-interest to ILEX Oncology, Inc. following the merger
consummated between Genzyme and Ilex in December 2004, both parties are required to share promptly all information, including clinical data,
generated under the co-development program and Genzyme is obligated to pay all of the U.S. and Canadian research and development costs and
50% of all approved ex-U.S. and Canada research and development costs (except for Japan and Southeast Asia and except for non-cancer
indications). If additional resources are required above the agreed upon costs, we may elect to pay these additional costs and certain of these
payments will be credited against future royalty payments to Genzyme at the rate of $1.50 for every $1.00 of additional expenditures. Under the
co-development agreement with Genzyme, we receive royalties on Genzyme s annual net sales on a sliding scale based on the level of annual net
sales. Similarly, we pay a royalty to Genzyme and Southern Research Institute, or SRI, the inventor of clofarabine, on our European annual net
sales. Although we have not received payment from Genzyme for our development costs incurred since the Genzyme s acquisition of Ilex, we
are actively discussing these reimbursements with Genzyme in an ongoing dialogue and are actively working on developing a consensus with
Genzyme management for a development plan and budget going forward.

During the performance of the co-development agreement, we have disagreed with Genzyme from time to time on the interpretation of certain of
the parties respective rights and obligations under the co-development agreement. Some of these disagreements have been resolved by the
parties in the ordinary course of business. In some instances, the parties have continued to perform their obligations under the co-development
agreement while reserving their rights with respect to disagreements that they were not able to resolve. For example, the parties have disagreed
as to the proper interpretation of the language in Section 3.6 of the co-development agreement. Section 3.6 provides that if Genzyme fails to file
a new drug application for chronic leukemia or solid tumors within a prescribed period of time, then we shall have the right to make such filing.
If we prepared and filed a new drug application for the treatment of chronic leukemia or solid tumors, and if that application were to be
approved, the parties do not agree as to whether we would then have the right to market and sell clofarabine in North America for those
indications or whether Genzyme would retain those rights under Section 6.1 of the co-development agreement. Given the disagreement as to the
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interpretation of the parties rights under the co-development agreement, and given the challenges of developing clofarabine for the treatment of
chronic leukemia or solid tumors and preparing and filing a new drug application for those uses, we have elected at this time to focus our
resources and efforts on the development and commercialization of clofarabine outside of the United States while reserving our rights under
Section 3.6 of the co-development agreement.

3
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Pursuant to the terms of our co-development agreement with SRI, we have the exclusive license to market and distribute clofarabine throughout
the world for all human applications except for certain U.S. and Canadian cancer indications. Our exclusive license expires upon the last to
expire of the patents used or useful in connection with the development and marketing of clofarabine, which we currently expect to expire in
2021.

To date, the majority of our development activities and resulting R&D expenditures have related to the development of clofarabine. Our
primary business strategy has included taking clofarabine to market in the E.U. and using the proceeds from our resulting marketing efforts, in
part, to progress the other products and technologies in our pipeline.

Modrenal®

We currently market Modrenal® (trilostane) in the U.K. for the treatment of post-menopausal advanced breast cancer following relapse to initial
hormone therapy. We have a team of six sales specialists and a marketing executive selling and marketing Modrenal® (and Evoltra®) in the
U.K.

Modrenal s® approved indication enables us to promote Modrenal® for use immediately after relapse to initial hormone therapy such as
tamoxifen or one of a class of drugs known as aromatase inhibitors (including Faslodex and Arimidex). However, we are initially positioning
Modrenal® as a third or fourth line treatment option in post-menopausal advanced breast cancer.

Modrenal® has been extensively studied in clinical trials in the U.S., Europe and Australia, and an analysis, known as a meta-analysis, of a
series of these clinical studies, that together included 714 patients with post-menopausal advanced breast cancer who received Modrenal® has
been conducted. Overall, a clinical benefit rate of 35% was achieved in patients with both hormone-sensitive and hormone-insensitive breast
cancers. Generally, a clinical benefit is achieved when a patient s disease disappears, is decreased by greater than fifty percent or is stabilized for
at least six months. In a sub-set analysis of these clinical trial data, a clinical benefit rate of 46% was achieved for 351 patients with
hormone-sensitive breast cancer who had responded to one or more prior hormonal therapies and were given Modrenal® upon relapse of the
cancer. In one of the studies which was conducted in Australia, a clinical benefit rate of 55% was achieved for 64 patients who received
Modrenal® having previously responded to tamoxifen and subsequently relapsed. We believe these data compare favorably to currently
marketed aromatase inhibitors and other agents given as second line or subsequent therapies. Furthermore, Modrenal® has an acceptable
side-effect profile. On the basis of these data, Modrenal® was granted a product license in the U.K. for the treatment of post-menopausal
advanced breast cancer following relapse to initial hormone therapy.

We began marketing Modrenal® in May 2004 in the U.K. for the treatment of post-menopausal advanced breast cancer following relapse to
initial hormone therapy. We have the exclusive right to market and distribute Modrenal® throughout the world for all human applications,
except for South Africa and Japan where the drug is marketed for the treatment of low-renin hypertension. Our exclusive license expires upon
the last to expire of the patents used or useful in connection with the marketing of Modrenal®. Given that we have new patent applications
filed, which are subject to issuance, we expect the last of our underlying patents to expire in 2020.

Other Products and Technologies

We anticipate that revenues derived from Evoltra® and Modrenal® will permit us to further develop the other products
currently in our product pipeline. The work to date on these compounds has been limited because of the need to
concentrate on Evoltra® and Modrenal® but management believes these compounds have potential value.

Suvus®

Suvus®, especially when photo-sensitized by light, acts by preventing replication of nucleic acid (DNA and RNA) in pathogens. Investigator
sponsored Phase II clinical trials have been completed in the Middle East to study Suvus ® use in treating relapsed/refractory, chronic hepatitis C
virus infection. Suvus® was given to 25 patients with genotype 4 hepatitis C who had failed a prior treatment, including interferon in many of
the patients. Sixteen (64%)
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of the patients had cirrhosis. Suvus® was given orally for 100 days and measurement of the viral load was made at 50 days. At 50 days, 22
(88%) patients had shown a reduction in viral load of greater than 70%. Of these responders, 14 (64%) had a clearance of greater than 90%,
with four responders having complete viral clearance.

Seven of the 25 patients have had viral load measured at 100 days. Six of these patients show continued reduction in viral load and the seventh
patient, who had been one of the three non-responders at 50 days, had a greater than 90% reduction in viral load. No major adverse events were
noted.

Methylene blue, the parent compound in Suvus®, is currently used in several European countries to inactivate pathogens, notably certain

viruses, in fresh frozen plasma. In December of 2005, we submitted to the Egyptian Ministry of Health ( Ministry ) a protocol for an investigator
sponsored clinical trial in Egypt for refractory genotype IV Hepatitis C. Concurrent with the submission of the protocol, we filed a marketing
authorization with the Ministry for the use of methylene blue in hepatitis C based on the Phase II data. Our plan was to attain product approval
(then anticipated to be received by the end of calendar 2006) and then commence with further investigator sponsored clinical trials in Egypt into
which we would sell methylene blue at a price discounted to the current treatments available. The trials were intended to be performed whether
marketing approval was received or not.

In September of 2006, the Ministry provided feedback on our filing and requested that, among other things, an Egyptian-based company be
added to our distribution process. We responded to the Ministry in January of 2007. In March of 2007, we received another request from the
Egyptian authorities relating again to the manufacturing process and we submitted our responses in April 2007. Separately, in February of 2007,
we hired a third party to assist us in performing a strategic review of our asset portfolio which was completed during the fourth quarter of fiscal
2007. In conjunction with this analysis, our board of directors determined that we would no longer devote any further resources to the
development of methylene blue, unless and until a secure revenue source could be identified as a pre-condition to the use of methylene blue in a
clinical trial. As a result of our inability to obtain a secure source to fund further development of methylene blue, along with the the inability to
commence a clinical study into which we could sell the product, we re-evaluated the intangible asset at June 30, 2007. We recognized a
non-cash impairment loss equal to its carrying value of approximately $3,311,000.

ouicone T@ChNology

With the acquisition of Pathagon in February 2002, we acquired patents, technology and technology patents relating to OLIGON® anti-infective
technology, and have licensed rights from Oklahoma Medical Research Foundation for the use of thiazine dyes, including methylene blue, for
other anti-infective uses.

The OLIGON® technology is based on the antimicrobial properties of silver ions. The broad spectrum activity of silver ions against bacteria,
including antibiotic-resistant strains, has been known for decades. OLIGON® materials have application in a wide range of devices and
products, including vascular access devices, urology catheters, pulmonary artery catheters and thoracic devices, renal dialysis catheters,
orthopedic devices and several other medical and consumer product applications. One application of the OLIGON® technology has been
licensed to a third party, which is currently marketing the technology in its line of short-term vascular access catheters. Six U.S. patents for the
OLIGON® technology have been granted and additional patents have been filed. In addition, patents have been filed in Europe, Canada and
Japan.

In January 2007, we entered into a licensing agreement with Foster Corporation, a Connecticut-based compounder of biomedical materials

( Foster ) to license out exclusive rights to manufacture, market and distribute our proprietary anti-microbial OLIGON® technology. Under the
terms of the license agreement, we will have a revenue sharing agreement on future sublicenses and a royalty on all sales by Foster. Foster is
required to comply with annual minimum marketing and research and development expenditures within the first 3 years of the term of the
license.

At June 30, 2007, we completed an analysis of this intangible asset which confirmed that such estimated future cash flows continued to be worth
more than the carrying value of OLIGON® and, therefore, no impairment was deemed to be required.

5
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Gene Therapy Technology

Our product portfolio also includes a variety of gene therapy products that, we believe, may offer advancements in the field of cancer treatment
and may have additional applications in certain non-cancer diseases such as diabetes, cystic fibrosis and other auto-immune disorders. Pursuant
to a co-development agreement with the Royal Free and University College Medical School and a Canadian biotechnology company, we are
developing gene vector technologies which, based on pre-clinical research and early Phase I clinical trials, we believe have potential in a wide
array of clinical conditions. To date, the technology has undergone small-scale clinical testing with the albumin and thrombopoietin genes. The
results showed the technology is capable of producing a prolonged elevation in serum albumin levels in cancer and cirrhosis patients with
hypo-albuminemia, a serious physiological disorder. The gene therapy technology has been allocated limited resources for development because
of the emphasis on the commercial development of clofarabine.

Animal Health Products

We also have one animal health product, Vetoryl® (trilostane), at market in the United Kingdom for the treatment of Cushing s disease in dogs.
In November 2001, we granted to Arnolds Ltd., a major distributor of animal products in the U.K., the right to market trilostane for a six-month
trial period, after which time, if the results were satisfactory to Arnolds, we would enter into a licensing arrangement whereby Arnolds would
pay royalties to us on sales from April 2002 onward. During the trial period, Arnolds posted more than $400,000 of sales of the drug. Arnolds
has licensed the drug from us for sale in the U.K. market in consideration of a payment of a 5% royalty on sales. Separately, in May 2003, we
granted to Dechra Pharmaceuticals, PLC, an affiliate of Arnolds Ltd., the exclusive right to market the drug in the U.S. for $5,500,000 of total
consideration (including milestone payments) and a royalty of 2% - 4% of annual net sales.

Patents and Proprietary Rights

Our success will depend, in part, upon our ability to obtain and enforce protection for our products under U.S. and foreign patent laws and other
intellectual property laws, preserve the confidentiality of our trade secrets and operate without infringing the proprietary rights of third parties.
Our policy is to file patent applications in the U.S. and/or foreign jurisdictions to protect technology, inventions and improvements to our
inventions that are considered important to the development of our business. Also, we will rely upon trade secrets, know-how, continuing
technological innovations and licensing opportunities to develop a competitive position.

Through our current license agreements, we have acquired the right to utilize the technology covered by several issued patents and patent
applications, as well as additional intellectual property and know-how that could be the subject of further patent applications in the future. We
evaluate the desirability of seeking patent or other forms of protection for our products in foreign markets based on the expected costs and
relative benefits of attaining this protection. There can be no assurance that any patents will be issued from any applications or that any issued
patents will afford adequate protection to us. Further, there can be no assurance that any issued patents will not be challenged, invalidated,
infringed or circumvented or that any rights granted thereunder will provide competitive advantages to us. Parties not affiliated with us have
obtained or may obtain U.S. or foreign patents or possess or may possess proprietary rights relating to our products. There can be no assurance
that patents now in existence or hereafter issued to others will not adversely affect the development or commercialization of our products or that
our planned activities will not infringe patents owned by others.

As a result of the licenses described above, we are the exclusive licensee or sublicensee of three U.S. patents one of which expired in 2005 and
two of which expire in 2008 and 2014 relating to compounds, pharmaceutical compositions and methods of use encompassing clofarabine. We
have also filed two U.S. patent applications relating to the use of clofarabine in autoimmune diseases. Although the composition of matter
patents to trilostane have expired, we are the exclusive licensee of several U.S. and foreign patent applications relating to the use of trilostane
alone or in combination with anticancer agents and the exclusive licensee to a manufacturing process patent for trilostane. In addition, for Gene
Therapy we have international process and use patent applications filed which, if patents are issued, will expire in April 2018 and for OLIGON®
we have process, use and composition of matter patents in the U.S. and internationally which expire on or before April 2019 and a patent
application in Japan which expires in October 2018.
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We could incur substantial costs in defending ourselves in infringement suits brought against us or any of our licensors or in asserting any
infringement claims that we may have against others. We could also incur substantial costs in connection with any suits relating to matters for
which we have agreed to indemnify our licensors or distributors. An adverse outcome in any litigation could have a material adverse effect on
our business and prospects. In addition, we could be required to obtain licenses under patents or other proprietary rights of third parties. No
assurance can be given that any of these licenses would be made available on terms acceptable to us, or at all. If we are required to, and do not
obtain any required licenses, we could be prevented from, or encounter delays in, developing, manufacturing or marketing one or more of our
products.

We also rely upon trade secret protection for our confidential and proprietary information. There can be no assurance that others will not
independently develop substantially equivalent proprietary information and techniques or otherwise gain access to our trade secrets or disclose
this technology or that we can meaningfully protect our trade secrets.

Sales and Marketing

Currently we have an arrangement in place with Genzyme for the co-development and marketing of clofarabine in the US. We have entered into
arrangements with Innovex for the sales and marketing of Evoltra® (clofarabine) in certain E.U. countries. However, in order to market
Evoltra® effectively and independently, we need to establish a much more integrated marketing and sales force with distribution capability or
contract with other pharmaceutical and/or health care companies with distribution systems and direct sales forces. We have been considering the
most appropriate long term strategy to capitalize on the commercial value of Evoltra®. In this regard, in March 2006, we entered into a
Marketing and Distribution Agreement with Mayne Pharma Limited, a public company in Australia, to develop, market and distribute Evoltra®
(Clofarabine) in Australia and New Zealand in certain cancer indications.

We have also engaged in our own marketing and sales efforts in connection with the marketing and sale of Modrenal® in the U.K.
Manufacturing

Our strategy is to enter into collaborative arrangements with other companies for the clinical testing, manufacture and distribution of the
products. Manufacturers of our products are subject to Good Manufacturing Practices prescribed by the FDA or other rules and regulations
prescribed by foreign regulatory authorities, which may change from time to time. We do not have and do not intend to establish any internal
product testing, manufacturing or distribution capabilities; rather, we will rely solely and exclusively on third party providers of these services
for the foreseeable future.

Research and Development

In developing new products, we consider a variety of factors including: (i) existing or potential marketing opportunities for these products; (ii)
our capability to arrange for these products to be manufactured on a commercial scale; (iii) whether or not these products complement our
existing products; (iv) the opportunities to leverage these products with the development of additional products; and (v) the ability to develop
co-marketing relationships with pharmaceutical and/or other companies with respect to the products. We intend to fund future research and
development activities at a number of medical and scientific centers in Europe and the United States. Costs related to these activities are
expected to include: clinical trial expenses; drug production costs; salaries and benefits of scientific, clinical and other personnel; analytical and
other testing costs; professional fees; and insurance and other administrative expenses. We have spent approximately $21,065,000 and
$11,727,000 on research and development activities for the fiscal years ended June 30, 2007 and 2006, respectively.

Government Regulation

The FDA and comparable regulatory agencies in state and local jurisdictions and in foreign countries impose substantial requirements upon the
clinical development, manufacture and marketing of pharmaceutical
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products. These agencies and other federal, state and local entities regulate research and development activities and the testing, manufacture,
quality control, safety, effectiveness, labeling, storage, record keeping, approval, advertising and promotion of our drug delivery products.

The process required by the FDA under the new drug provisions of the Federal Food, Drug and Cosmetics Act before our products may be
marketed in the U.S. generally involves the following:

. pre-clinical laboratory and animal tests;

. submission to the FDA of an investigational new drug application, or IND, which must become
effective before clinical trials may begin;

. adequate and well-controlled human clinical trials to establish the safety and efficacy of the
proposed pharmaceutical in our intended use;

. submission to the FDA of a new drug application; and

. FDA review and approval of the new drug application.

The testing and approval process requires substantial time, effort, and financial resources and we cannot be certain that any approval will be
granted on a timely basis, if at all.

Pre-clinical tests include laboratory evaluation of the product, its chemistry, formulation and stability, as well as animal studies to assess the
potential safety and efficacy of the product. The results of the pre-clinical tests, together with manufacturing information and analytical data, are
submitted to the FDA as part of an IND, which must become effective before we may begin human clinical trials. The IND automatically
becomes effective 30 days after receipt by the FDA, unless the FDA, within the 30-day time period, raises concerns or questions about the
conduct of the trials as outlined in the IND and imposes a clinical hold. In such a case, the IND sponsor and the FDA must resolve any
outstanding concerns before clinical trials can begin. There is no certainty that pre-clinical trials will result in the submission of an IND or that
submission of an IND will result in FDA authorization to commence clinical trials.

Clinical trials involve the administration of the investigational product to human subjects under the supervision of a qualified principal
investigator. Clinical trials are conducted in accordance with protocols that detail the objectives of the study, the parameters to be used to
monitor safety and the efficacy criteria to be evaluated. Each protocol must be submitted to the FDA as part of the IND. Further, each clinical
study must be conducted under the auspices of an independent institutional review board at the institution where the study will be conducted.
The institutional review board will consider, among other things, ethical factors, the safety of human subjects and the possible liability of the
nstitution.

In the case of products for life-threatening diseases such as cancer, the initial human testing is often conducted in patients with disease rather
than in healthy volunteers. Since these patients already have the targeted disease or condition, these studies may provide initial evidence of
efficacy traditionally obtained in Phase II trials and so these trials are frequently referred to as Phase I/II trials. We cannot be certain that we
will successfully complete Phase I, Phase II or Phase III testing of our product candidates within any specific time period, if at all.

Furthermore, we, the FDA, the institutional review board or the sponsor may suspend clinical trials at any time on various grounds, including a
finding that the subjects or patients are being exposed to an unacceptable health risk.
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The results of product development, pre-clinical studies and clinical studies are submitted to the FDA as part of a new drug application for
approval of the marketing and commercial shipment of the product. The FDA may deny a new drug application if the applicable regulatory
criteria are not satisfied or may require additional clinical data. Even if the additional data is submitted, the FDA may ultimately decide that the
new drug application does not satisfy the criteria for approval. Once issued, the FDA may withdraw product approval if compliance with
regulatory standards for production and distribution is not maintained or if safety problems occur after the product reaches the market. In
addition, the FDA requires surveillance programs to monitor approved products which have been commercialized, and the agency has the power
to require changes in labeling or to prevent further marketing of a product based on the results of these post-marketing programs.

The FDA has a Fast Track program intended to facilitate the development and expedite the review of drugs that demonstrate the potential to
address unmet medical needs for treatment of serious or life-threatening conditions. Under this program, if the FDA determines from a
preliminary evaluation of clinical data that a fast track product may be effective, the FDA can review portions of a new drug application for a
Fast Track product before the entire application is complete, and undertakes to complete its review process within six months of the filing of the
new drug application. The FDA approval of a Fast Track product can include restrictions on the product s use or distribution such as permitting
use only for specified medical procedures or limiting distribution to physicians or facilities with special training or expertise. The FDA may
grant conditional approval of a product with Fast Track status and require additional clinical studies following approval.

Satisfaction of FDA requirements or similar requirements of state, local and foreign regulatory agencies typically takes several years and the
actual time required may vary substantially, based upon the type, complexity and novelty of the pharmaceutical product. Government regulation
may delay or prevent marketing of potential products for a considerable period of time and impose costly procedures upon our activities.
Success in pre-clinical or early stage clinical trials does not assure success in later stage clinical trials. Data from pre-clinical and clinical
activities is not always conclusive and may be susceptible to varying interpretations which could delay, limit or prevent regulatory approval.
Even if a product receives regulatory approval, the approval may be significantly limited to specific indications. Further, even after the FDA
approves a product, later discovery of previously unknown problems with a product may result in restrictions on the product or even complete
withdrawal of the product from the market.

Any products manufactured or distributed under FDA clearances or approvals are subject to pervasive and continuing regulation by the FDA,
including record-keeping requirements and reporting of adverse events with the products. Drug manufacturers and their subcontractors are
required to register with the FDA and state agencies, and are subject to periodic unannounced inspections by the FDA and state agencies for
compliance with good manufacturing practices, which impose procedural and documentation requirements upon manufacturers and their third
party manufacturers.

We are subject to numerous other federal, state, local and foreign laws relating to such matters as safe working conditions, manufacturing
practices, environmental protection, fire hazard control, and disposal of hazardous or potentially hazardous substances. We may incur significant
costs to comply with such laws and regulations now or in the future. In addition, we cannot predict what adverse governmental regulations may
arise from future U.S. or foreign governmental action.

We also are subject to foreign regulatory requirements governing human clinical trials and marketing approval for pharmaceutical products
which we sell outside the U.S. The requirements governing the conduct of clinical trials, product licensing, pricing and reimbursement vary
widely from country to country. Whether or not we obtain FDA approval, we must obtain approval of a product by the comparable regulatory
authorities of foreign countries before manufacturing or marketing the product in those countries. The approval process varies from country to
country and the time required for these approvals may differ substantially from that required for FDA approval. We cannot be assured that
clinical trials conducted in one country will be accepted by other countries or that approval in one country will result in approval in any other
country. For clinical trials conducted outside the U.S., the clinical stages generally are comparable to the phases of clinical development
established by the FDA.
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Competition

The pharmaceutical industry is characterized by rapidly evolving technology and intense competition. Many companies of all sizes, including a
number of large pharmaceutical companies as well as several specialized biotechnology companies, are developing cancer drugs similar to ours.
There are products on the market that will compete directly with the products that we are seeking to develop. In addition, colleges, universities,
government agencies and other public and private research institutions will continue to conduct research and are becoming more active in
seeking patent protection and licensing arrangements to collect license fees, milestone payments and royalties in exchange for license rights to
technologies that they have developed, some of which may directly compete with our technologies. These companies and institutions also
compete with us in recruiting qualified scientific personnel. Many of our competitors have substantially greater financial, research and
development, human and other resources than we do. Furthermore, large pharmaceutical companies have significantly more experience than we
do in preclinical testing, human clinical trials and regulatory approval procedures. Our competitors may develop safer or more effective
products than ours, obtain patent protection or intellectual property rights that limit our ability to commercialize products, or commercialize
products more quickly than we can.

We expect technology developments in our industry to continue to occur at a rapid pace. Commercial developments by our competitors may
render some or all of our potential products obsolete or non-competitive, which would materially harm our business and financial condition.

Employees
As of the date hereof, we had 32 full-time employees based in New York, Edinburgh, Scotland and Tokyo, Japan.
Financial Statements

Financial information about segments and geographic areas is incorporated herein by reference to Note 7 Geographic Information of the Notes to
the Consolidated Financial Statements that appears in Item 8 of this Form 10-K.

Corporate Information

We were incorporated as Express Finance, Inc. under the laws of the State of Delaware on August 16, 1996, and changed our name to Ascot
Group, Inc. in August 1998 and further to Bioenvision, Inc. in January 1999. Our principal executive offices are located at 345 Park Avenue,
41st Floor, New York, New York 10154. Our telephone number is (212) 750-6700 and our fax number is (212) 750-6777. Our website is
www.bioenvision.com. Information included or referred to on our website is not incorporated by reference in or otherwise a part of this annual
report. Our website address is included in this annual report as an inactive textual reference only. Our Annual Reports on Form 10-K, Quarterly
Reports on Form 10-Q, Current Reports on Form 8-K and all amendments to those reports are available free of charge through the Investor
Relations section of our web site as soon as reasonably practicable after such material is electronically filed with or furnished to the Securities
and Exchange Commission. The public may read and copy any materials filed by us with the SEC at the SEC s Public Reference Room at 100 F
Street, NW, Washington, D.C. 20549. The public may obtain information on the operation of the Public Reference Room by calling the SEC at
1-800-SEC-0330. The SEC maintains an Internet site (http://www.sec.gov) that contains reports, proxy and information statements, and other
information regarding issuers that file electronically with the SEC.

Item 1A. Risk Factors

You should carefully consider the following risks before you decide to buy our common stock. Our business, financial condition or operating
results may suffer if any of the events described in the following risk factors actually occur. All known risks are presented in this annual report
on Form 10-K. These risks may adversely affect our business, financial condition or operating results. If any of the events we have identified
occur, the trading price of our common stock could decline, and you may lose all or part of the money you paid to buy our common stock.

Factors Relating to the Proposed Merger with Genzyme

Our ability to complete the merger with Genzyme is subject to risks and uncertainties, including, but not limited to, the failure to obtain
stockholder approval, the occurrence of any event, change or other circumstances
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that could give rise to the termination of the Merger Agreement and other risks to consummation of the transaction. Additional risk factors
associated with the proposed merger with Genzyme are as follows.

Our business could be adversely impacted by uncertainty related to the proposed merger with Genzyme.

Whether or not the merger is completed, the announcement and pendency of the merger could impact or cause disruptions in our business and
operations, which with Genzyme could have an adverse effect on our results of operations and financial condition, including, but not limited to:

. our current business partners may experience uncertainty associated with the merger and may
attempt to negotiate changes in existing business relationships, decide to delay, defer, or cancel purchases of our
products pending completion of the merger or termination of the Merger Agreement and/or consider entering into
business relationships with parties other than us, either before or after completion of the merger, and we may face
additional challenges in competing for new and renewal business;

. our employees may experience uncertainty about their future roles with the combined company,
which might adversely affect our ability to retain and hire key managers and other employees;

. the attention of our management may be directed toward the completion of the merger and
transaction-related considerations and may be diverted from the day-to-day business operations of our business;

. we have incurred and will continue to incur significant expenses related to the merger;

. in certain ways our ability to operate our business freely might be restricted by particular
restrictions in the Merger Agreement;

. the uncertainty of retaining business with our suppliers and vendors can be further exacerbated by
the merger, and delay in the completion of the merger or termination of the Merger Agreement could have an adverse
effect on our business, financial condition, results of operations or prospects if the merger is not completed; and

. we may be unable to respond effectively to competitive pressures, industry developments and
future opportunities.

Our stock price and financial results could be adversely impacted by uncertainty related to the proposed merger with Genzyme.

Our stock price may be adversely affected as a result of the fact that we have incurred and will continue to incur significant expenses related to
the proposed merger that will not be recovered if it is not completed. As a consequence of the failure of the merger to be completed, our
business could be materially and adversely affected.

If the merger is approved, we will become a wholly-owned subsidiary of Genzyme and our common stock will cease to be listed on The
NASDAQ Global Market and no longer will be publicly traded.

We are subject to litigation that could have an adverse effect upon our business, financial condition, results of operations or reputation.

We are a defendant in multiple putative class action lawsuits that have been filed in connection with the merger against us, our directors,
Genzyme and Wichita Bio, the Genzyme subsidiary which will merge with and into us resulting in us becoming a wholly owned subsidiary of
Genzyme. Among other things, the lawsuits seek to enjoin the completion of the merger. We have contacted the plaintiffs counsel to determine
whether a settlement can be reached. If an acceptable settlement cannot be reached, we expect to contest the plaintiffs claims vigorously.

On or about August 22, 2007, David P. Luci, our former general counsel, filed an action in New York State Supreme Court, New York County
purporting to assert claims against us, our chief financial officer and certain of our current and former directors. The complaint purports to
allege, among other things, that we breached contractual and other obligations allegedly owed to him in connection with the termination of his
employment with us, and purports to demand damages, in the aggregate, of $108,400,000. We believe that the action is without merit and intend
to mount a vigorous defense.
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While it is not feasible to predict the outcome of these lawsuits, their ultimate resolution could have an adverse effect upon our business,
financial condition, results of operations or reputation.

Information about legal proceedings is incorporated herein by reference to Item 3 of this Form 10-K.
Certain persons have substantial control over us, which could impede stockholder approval of certain transactions.

Pursuant to the terms of tender and voting agreements made in connection with the Merger Agreement, on July 10, 2007, our directors and
executive officers tendered to Wichita Bio all shares of our common stock and
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preferred stock owned by them on that date. Under the terms of the tender and voting agreements, our directors and executive officers have
agreed to vote any shares of our common stock owned by them as of the record date in favor of the proposal to approve the Merger Agreement.

Additionally, as a result of these tender and voting agreements and other shares of common stock acquired pursuant to the terms of the Merger
Agreement, Genzyme and Wichita Bio beneficially own approximately 21.7% of the outstanding shares of Bioenvision common stock on an
as-converted basis, including approximately 15.3% of the voting power of all outstanding shares of our capital stock and 100% of the voting
power of all outstanding shares of our preferred stock. Under the terms of the Merger Agreement, absent Genzyme s consent we are required,
until consummation of the merger, to preserve our personnel and our business, to maintain insurance policies and to protect our intellectual
property rights, among other actions. We are also required to obtain Genzyme s consent prior to, among other things, disposing of assets, making
capital expenditures or incurring indebtedness greater than a set amount, changing compensation payable to our officers, directors or employees,
making any material acquisitions outside the ordinary course of business, or entering into any extraordinary transactions.

As Genzyme and Wichita Bio are the sole beneficial owners of our outstanding shares of preferred stock, we are required to obtain Genzyme s
consent prior to taking any of the following actions: (i) the authorization, issuance or agreement to authorize or issue any new class or series of
parity or senior securities or rights of any kind convertible into or exercisable or exchangeable therefor, or the offering, sale or issuance of any
existing parity or senior securities or rights of any kind convertible into or exercisable or exchangeable therefor; (ii) the purchase, repurchase or
redemption of shares of our common stock, securities or rights of any kind convertible into or exercisable for our common stock or any other of
our securities (except in the case of a termination of an employee; (iii) an increase or decrease in the number of members constituting the size of
our board of directors; (iv) an increase in the authorized number of shares of our common stock or preferred stock; (v) the effecting of any
merger, combination, reorganization, or sale of all or substantially all of our assets; (vi) the declaration or payment of dividends or any other
distribution on shares of our common stock or other capital stock; (vii) the amendment of our certificate of incorporation or bylaws or the
alteration or change to the rights, preferences or privileges of our preferred stock or any parity or senior securities, in each case so as to affect
adversely the rights, preferences or privileges of our preferred stock; or (viii) an increase in the number of shares of our common stock reserved
for the employee option pool by more than 5% per year.

These consent rights could have the effect of delaying or preventing a third party from acquiring control over us and could affect the market
price of our common stock. In addition, the interests of certain large stockholders may not always coincide with our interests or the interests of
other stockholders, and, accordingly, these stockholders could impede transactions or agreements that would otherwise be approved by other
stockholders generally.

As a result of the purchase of our common stock under the terms of the Merger Agreement, trading in our common stock may be more
difficult.

The purchase of our common stock and preferred stock under the terms of the Merger Agreement has reduced the number of holders of our
common stock and the number of shares of our common stock that might otherwise trade publicly, which could adversely affect the liquidity and
market value of the remaining common stock held by stockholders other than Genzyme. We cannot predict whether the reduction in the number
of shares of our common stock that might otherwise trade publicly will have an adverse or beneficial effect on the market price for, or
marketability of, our common stock or whether such reduction will cause future market prices to be greater or less than the offer price of $5.60
per share of common stock.

Factors Relating to our Business

We have limited experience in developing products and may be unsuccessful in our efforts to develop and commercialize our products,
including our application for E.U. approval in adult AML.

To achieve profitable operations, we, alone or with others, must successfully develop, clinically test, market and sell our products. In particular,
we have submitted a filing for approval in patients with adult AML with the EMEA, and we are susceptible to the risk that our recent EMEA
filing submission, which we announced we filed in February 2007 for the treatment of adult patients with AML, will not be approved or will not
be approved on a timely basis in accordance with our expectations. No assurance can be given that management s development efforts and/or
commercial expectations will be successful and accurate.

We are developing clofarabine in conjunction with Genzyme, our U.S. co-development partner since its acquisition of ILEX Oncology, which
occurred on December 21, 2004. No assurance can be given that the operational and managerial relations with Genzyme will proceed favorably
or that the timeline for development of clofarabine will not be elongated since Genzyme has replaced ILEX as our U.S. cancer-indication
marketing partner. No assurance can be given that we or Genzyme have the oncology experience required to work successfully with the
applicable regulatory authorities to build upon the licensed indications for clofarabine.
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With respect to Modrenal®, our long-term drug development objectives for Modrenal® may include attempting to test the drug and get approval
in the U.S. for treatment of advanced post-menopausal breast cancer patients. These trials would take significant time and resources and no
assurance can be given that developing the drug in this indication will result in a U.S. approval for Modrenal® in advanced post-menopausal
breast cancer patients.

Certain of our unapproved compounds or potential new indications for our approved drugs are not expected to be available for sale for at least
several years, if at all. Potential products that appear to be promising at early stages of development may not reach the market for a number of
reasons, including:
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. discovery during pre-clinical testing or clinical trials that the products are ineffective or cause harmful side
effects;

. failure to receive necessary regulatory approvals;

. inability to manufacture on a large or economically feasible scale;

. failure to achieve market acceptance; or

. preclusion from commercialization by proprietary rights of third parties.

Most of the existing and future products and technologies developed by us will require extensive additional development, including pre-clinical
testing and clinical trials, as well as regulatory approvals, prior to commercialization. Our product development efforts may not be successful.
We may fail to receive required regulatory approvals from U.S. or foreign authorities for any indication. Any products, if introduced, may not be
capable of being produced in commercial quantities at reasonable costs or being successfully marketed. The failure of our research and
development activities to result in any commercially viable products or technologies would materially adversely affect our future prospects.

We depend on our co- development agreement with Genzyme and if it does not proceed as planned, we may incur delay in the commercial
value realized from Evoltra® ( clofarabine), which may delay our ability to generate significant revenues and cash flow from the sale of
Evoltra®.

We have a co-development agreement with Genzyme, and pursuant to that agreement, Genzyme and any third party to which Genzyme grants a
sublicense or transfer its obligations, has primary responsibility for conducting clinical trials and administering regulatory compliance and
approval matters in certain cancer indications in the U.S. and Canada.

If Genzyme fails to meet its obligations under the co-development agreement including its obligation to cooperate and share data with us, we
could lose valuable time in further developing clofarabine and further commercializing the drug both in the U.S. and in Europe. We can not
provide assurance that Genzyme will cooperate with us or that Genzyme will meet its obligations under the co-development agreement.
Development of compounds to the stage of approval includes inherent risk at each stage of development that the FDA, in its discretion, will
mandate a requirement not foreseeable by us or by Genzyme. There would also be testing delays if, for example, our sources of drug supply
could not produce enough Evoltra® to support the then ongoing clinical trials being conducted. If this were to occur, it could have a material
adverse effect on our ability to develop and/or market Evoltra®, obtain necessary regulatory approvals, and generate sales and cash flow from
the sale of Evoltra®.

If delays in completion constitute a breach by Genzyme or there are certain other breaches of the co-development agreement by Genzyme, then,
at our discretion, the primary responsibility for completion would revert to us, but there is no assurance that we would have the financial,
managerial or technical resources to successfully complete such responsibilities or, if successfully completed, to complete such tasks in timely
fashion.

We have disagreed with Genzyme with respect to certain provisions of the co-development agreement, which may affect our ability to
generate significant revenues and cash flow from the sale of Evoltra®.

During the performance of the co-development agreement, we have disagreed with Genzyme from time to time on the interpretation of certain of
the parties respective rights and obligations under the co-development agreement. Some of these disagreements have been resolved by the
parties in the ordinary course of business. In some instances, the parties have continued to perform their obligations under the co-development
agreement while reserving their rights with respect to disagreements that they were not able to resolve. For example, the parties have disagreed
as to the proper interpretation of the language in Section 3.6 of the co-development agreement. Section 3.6 provides that if Genzyme fails to file
a new drug application for chronic leukemia or solid tumors within a prescribed period of time, then we shall have the right to make such filing.
If we prepared and filed a new drug application for the treatment of chronic leukemia or solid tumors, and if that application were to be
approved, the parties do not agree as to whether we would then have the right to market and sell clofarabine in North America for those
indications or whether Genzyme would retain those rights under Section 6.1 of the co-development agreement. Given the disagreement as to the
interpretation of the parties rights under the co-development agreement, and given the challenges of developing clofarabine for the treatment of
chronic leukemia or solid tumors and preparing and filing a new drug application for those uses, we have elected at this time to focus our
resources and efforts on the development and commercialization of clofarabine outside of the United States while reserving our rights under
Section 3.6 of the co-development agreement. While it is not feasible to predict the outcome of these disagreements, their ultimate resolution
could have a material adverse effect on our ability to develop and/or market Evoltra®, obtain necessary regulatory approvals, and generate sales
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and cash flow from the sale of Evoltra®.
We have a limited operating history, which makes it difficult to evaluate our business and to predict our future operating results.

Since our inception in August of 1996, we have been primarily engaged in organizational activities, including developing a strategic operating
plan, raising capital, entering into various collaborative agreements for the in-licensing and/or development of products and technologies, hiring
personnel and developing and testing our products. We have not generated any substantial revenues to date and we are not profitable.
Accordingly, we have a limited operating history upon which an evaluation of our performance and prospects can be made.
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We have incurred significant net losses since commencing business and expect future losses.

To date, we have incurred significant net losses, including net loss applicable to common stockholders of approximately $36,242,000 for the
fiscal year ended June 30, 2007. At June 30, 2007, we had an accumulated deficit of approximately $122,809,000. We anticipate that we may
continue to incur operating losses for the foreseeable future. We may never generate substantial revenues or achieve profitability and, if we do
achieve profitability, we may not be able to maintain profitability.

Clinical trials for our products are expensive and time consuming, and may not result in viable products.

Before obtaining regulatory approval for the commercial sale of a product, we must demonstrate through pre-clinical testing and clinical trials
that a product candidate is safe and effective for use in humans. Conducting clinical trials is a lengthy, time-consuming and expensive process.
We will incur substantial expense for, and devote a significant amount of time to pre-clinical testing and clinical trials. Even with our lead
drugs, Evoltra® and Modrenal®, each of which has received at least one regulatory approval, additional pre-clinical and clinical studies are
required in our effort to seek further approved indications for these drugs.

The results from pre-clinical testing and early clinical trials have often not been predictive of results obtained in later clinical trials as a number
of new drugs have shown promising results in clinical trials, but subsequently failed to establish sufficient safety and efficacy data to obtain
necessary regulatory approvals. Data obtained from pre-clinical and clinical activities are susceptible to varying interpretations, which may
delay, limit or prevent regulatory approval. Regulatory delays or rejections may be encountered as a result of many factors, including changes in
regulatory policy during the period of product development. Regulatory authorities may require additional clinical trials, which could result in
increased costs and significant development delays.

Completion of clinical trials for any product may take several or more years. The length of time generally varies substantially according to the
type, complexity, novelty and intended use of the product candidate. Our commencement and rate of completion of clinical trials may be
delayed by many factors, including:

. inability of vendors to manufacture sufficient quantities of materials for use in clinical trials;

. slower than expected rate of patient recruitment or variability in the number and types of patients
in a study;

. inability to adequately follow patients after treatment;

. unforeseen safety issues or side effects;

. lack of efficacy during the clinical trials; or

. government or regulatory delays.

A significant portion of our assets relate to ancillary products, which may not be successfully commercialized.

Our ancillary products include OLIGON®, an anti-microbial compound, and Suvus®, an anti-viral agent, respectively, which we acquired in
February 2002 in the Pathagon acquisition. As a result of the loss of certain aspects of patent protection, we re-evaluated the alternative future
uses of methylene blue in human indications. Methylene blue demonstrated effectiveness in the treatment of hepatitis-C through an Investigator
Sponsored Phase II clinical trial conducted in the Middle East. In December of 2005, we submitted to the Ministry a protocol for an investigator
sponsored clinical trial in Egypt for refractory genotype IV Hepatitis C. Concurrent with the submission of the protocol, we filed a marketing
authorization with the Ministry for the use of methylene blue in Hepatitis C based on the Phase II data. Our plan was to attain product approval
(then anticipated to be received by the end of calendar 2006) and then commence with further investigator sponsored clinical trials in Egypt into
which we would sell methylene blue
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at a price discounted to the current treatments available. The trials were intended to be performed whether marketing approval was received or
not.

At June 30, 2006, we completed an analysis of methylene blue which confirmed that such estimated future cash flows continued to be worth
more than the carrying value of methylene blue. In September of 2006, the Ministry provided feedback on our filing and requested that, among
other things, an Egyptian-based company be added to our distribution process. We responded to the Ministry in January of 2007. In March of
2007, we received another request from the Egyptian authorities relating again to the manufacturing process and we submitted our responses in
April 2007. Separately, in February of 2007, we hired a third party to assist us in performing a strategic review of our asset portfolio which was
completed during the fourth quarter of 2007. In conjunction with this analysis, our board of directors determined that we would no longer
devote any further resources to the development of methylene blue, unless and until a secure revenue source could be identified as a
pre-condition to the use of methylene blue in a clinical trial. As a result of our inability to obtain a secure source to fund further development of
methylene blue, along with the inability to commence a clinical study into which we could sell the product, we re-evaluated the intangible asset
at June 30, 2007. We recognized a non-cash impairment loss equal to its carrying value of approximately $3,311,000. Making the
determinations of impairment and the amount of impairment requires significant judgment by management and assumptions with respect to the
future cash flows of the assets.

In January 2007, we entered into a licensing agreement with Foster to license out exclusive rights to manufacture, market and distribute our
proprietary anti-microbial OLIGON® technology. Under the terms of the license agreement, we will have a revenue sharing agreement on
future sublicenses and a royalty on all sales by Foster. At June 30, 2007, we completed an analysis of our OLIGON® intangible asset which
confirmed that such estimated future cash flows continued to be worth more than the carrying value of OLIGON®, and, therefore, no
impairment was deemed to be required. The net intangible asset associated with OLIGON® at June 30, 2007 amounted to approximately
$2,786,000.

Based on the remaining estimated useful life of OLIGON® of approximately 12 years and market considerations, no assurance can be given that
there will not be an impairment of this asset in the future, which could result in a material impact on our future results of operations. Changes in
events or circumstances that may affect long-lived assets, particularly in the pharmaceutical industry, make judgments and assumptions with
respect to the future cash flows highly subjective and may include, but are not limited to, cancellations or terminations of license agreements or
the risk of competition that could render our products noncompetitive or obsolete.

We rely on compounds and technology licensed from third parties and termination of any of those licenses would result in the loss of
significant rights

We hold an exclusive worldwide license for clofarabine. We granted an exclusive sublicense to Genzyme to develop and commercialize
clofarabine for cancer indications in the US and Canada. We hold an exclusive license in the US and Canada for all non-cancer indications. We
originally obtained clofarabine development and commercialization rights under patents held by SRI.

Our licenses generally may be terminated by SRI under the co-development agreement under certain circumstances. If any of our licenses are
terminated, we may lose certain rights to manufacture, sell, market and distribute clofarabine or other product candidates which would
significantly reduce our actual and potential revenues and have a material and negative impact on our operations.

If we are unsuccessful in developing and commercializing our products, our business, financial condition and results of operations could be
materially adversely affected which could have a negative impact on the value of our securities.

Many of our products and processes are in the early or mid-stages of research, development and/or commercialization and, therefore, will
require the commitment of substantial financial resources, extensive research, development, sales and marketing activities prior to being ready
for sale or marketing in significant quantities. All of our commercially available products will require further development, clinical testing and
regulatory approvals as we seek approvals in new indications and geographic markets. If it becomes too expensive to sustain our present
commitment of resources on a long-term basis, we will be unable to continue certain necessary research and
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development activities. Furthermore, we cannot be certain that our clinical testing will render satisfactory results, or that we will receive
required regulatory approvals for our new products or new indications. If any of our products, even if developed and approved, cannot be
successfully commercialized, our business, financial condition, results of operations and liquidity could be materially adversely affected which
could have a negative impact on the value of our common stock or debt securities obligations.

During the next several years, we will be very dependent on the commercial success of Evoltra®.

At our present and anticipated level of operations, we may not be able to achieve and maintain profitability without continued growth in our
revenues. The growth of our business during the next several years will be largely dependent on the commercial success of Evoltra® and our
other products. We do not have long-term data on the use of the product and cannot predict whether Evoltra® will gain widespread acceptance,
which will mostly depend on the acceptance of regulators, physicians, patients and other key opinion leaders as a relatively safe and effective
drug that has certain advantages as compared to existing or future therapies.

Our industry is subject to extensive government regulation and our products require other regulatory approvals which makes it more
expensive to operate our business.

Regulation in General. Virtually all aspects of our business are regulated by federal, state and local statutes and
governmental agencies in the U.S. and other countries. Failure to comply with applicable statutes and government
regulations could have a material adverse effect on our ability to develop and sell products which would have a
negative impact on our cash flow. The de